
            KNOW THE NOW 

 

PRIVATE AND CONFIDENTIAL. NOT FOR CIRCULATION | ISSUE 40 | JAN’2024 | PAGE 1   
        ISSUE 37 | SEPTEMBER 2023 

Visit Website 

https://www.ambit.co/global-private-client
https://www.ambit.co/global-private-client
https://www.ambit.co/global-private-client
https://www.ambit.co/global-private-client
https://www.ambit.co/global-private-client
https://www.ambit.co/global-private-client


            KNOW THE NOW 

 

PRIVATE AND CONFIDENTIAL. NOT FOR CIRCULATION | ISSUE 40 | JAN’2024 | PAGE 2   

INVESTMENT SUMMARY 
 

 
 

 
 
 
2023 – We Review Our Forecast for 2023 in the Year of 
Dismal Market Predictions  
Heading into 2023, the consensus view by the experts was almost 
unanimous - a U.S. recession would arrive in the third or fourth quarter.   
As is often the case, strategists, and the consensus, particularly overseas, 
got it wrong.  2023 reinforced the notion that forecasting is an exercise 
fraught with complexity and a high probability of getting it wrong. 
 
Key Themes and Inputs in Our 2024 Outlook 
Our forecast for 2024 is yet again, driven by key thematic inputs.  We 
review each input and its contribution to prospects for 2024 
 
2024 Investment Outlook 
We share out Investment Outlook for 2024 for Equities. 

 
2024 Sectoral Themes, Style Preferences & Portfolio Tilts 
We highlight 5 Key Sectoral Themes for 2024 and highlight out style 
preferences and key portfolio tilts. 

 
Market Data, Asset Allocation Tactical Weights & Rationale 
Key market data across asset classes, asset class tactical preferences and 
rationale. 
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          REVIEWING OUR OUTLOOK FOR 2023  
 

2023 – the Year of Dismal Market Predictions  
Heading into 2023, the consensus view by the experts was almost 
unanimous - a U.S. recession would arrive in the third or fourth quarter.   
Well, as usual, the strategists, and the consensus, got it wrong.  2023 
reinforced the notion that forecasting is an exercise fraught with 
complexity and a high probability of getting it wrong. 
 
Our Outlook For Equities Was Non-Consensus Bullish 
 
 We expected global markets would bottom in Q1-early Q2 2023, 

which they did.  Interestingly, we wrote that a crisis would provide 
a lasting bottom.  Little did we know in Dec ’22 when we wrote 
this, that a serious regional banking crisis in the U.S. was to hit 
markets in Mar ‘23.   

 We expected the Fed to err on the side of caution on a pivot, which 
they did.   

 We preferred India equities over U.S.; in the event, both performed 
well.   

 We expected domestic flows to improve, and noted that RBI rate 
hikes typically preceded meaningful equity rallies.   

 Net net, at a time of consensus global bearishness, our view was 
non-consensus bullish.   

 We expected Indian equities were entering a friendlier space and 
better times ahead for equities lay ahead in 2023.   

 Later in the year, in April ’23, post the regional banking crisis, we 
reiterated our Jun ’22 buy equities call.   

 In May’23 we reiterated our Apr ’22 call, preferring small and mid 
caps.   

 
 

 A 4 Year Track Record of Accurate Equity Market Calls 
 

 
 
 

Our Outlook from 2023 

 
Better Times Ahead, 

Published Dec 21, 2022. 
 

 
Buy the 15% Correction, 

May 24, 2022 
 

 
Why?  

April 14, 2023 
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 LONG BUSINESS CYCLES AND RAPID CENTRAL BANK RESPONSE 
 

 
Economic Expansion Cycles Have Elongated 
Covid ended the longest business cycle in US history, at 128 
months, or more than 12 years.  Prior to that, the longest business 
expansion lasted 120 months from Mar ’91 to Mar ’01.  In the last 
30 years, the U.S. economy has witnessed two of the longest 
expansions in its history. 
 
Economic expansion cycles have elongated, while durations of 
global recessions have contracted.   
 
Quicker Access to Information, Better Forecast Models  
One key factor is quicker access to economic data, more accurate 
data inputs, better forecasting models.  Equally important, Fed 
policy is increasingly responsive and response lead times have 
continually shrunk.   
 
The Central Bank’s Rapid Response Averted a Financial 
Crisis in 2020 
The Fed’s rapid and aggressive response to Covid was critical in 
mitigating the financial impacts of the Covid-19 crisis.  Financial 
markets bounced back rapidly, alleviating a long drawn out and 
crushing bear market akin to 2001-03. 
 
The Central Bank’s Rapid Response to the Regional 
Banking Crisis in 2023 Also Averted a U.S. Recession 
As a result of the Fed’s rapid actions, a severe regional banking 
crisis was rapidly addressed and risks of the impacts spreading to 
the financial system were ring-fenced.  Volatility was contained.  The 
recession was averted as surplus savings, rising home prices, rising 
equities provided a cushion for consumers, and the economic 
expansion continues into 2024. 
 
Implications for 2024 – the Fed Remains Ready and the 
RBI is Likely to Follow Should the Need Arise 
The Fed has made evident it stands ready to cut rates in 2024, and 
aggressively at that, with the dramatic pivot announced on Dec 13, 
2023.  Should the Fed cut aggressively, the RBI will likely follow in 
the second half of CY24 with one caveat: inflation will need to be 
within the RBI’s comfort zone. 

 
 

 Economic Expansions in the U.S. 

 
 
Fed Response Times to Crisis Have 
Shortened 
 

 
 
Fed Policy in 2008 was Late to 
Respond - “Subprime is Contained” - 
and a Recession Ensued 

 



            KNOW THE NOW 

 

PRIVATE AND CONFIDENTIAL. NOT FOR CIRCULATION | ISSUE 40 | JAN’2024 | PAGE 6   

 DEMOGRAPHIC SHIFTS & AN EVOLVING NEW WORLD ORDER  
 

 
India’s Surge Towards Being the Third Largest Economy  
India has surpassed China as the world’s most populous country. The 
two are a study in contrasts: while China’s population is aging and 
shrinking, India’s is younger and growing. Most – about two-thirds – is 
of working age (between 15 and 64 years old), so we have a high 
proportion of productive workers, that are also increasingly active 
consumers of goods and services. India is poised to pass both Japan and 
Germany in size by 2027, securing its position as the third largest 
economy globally. 
 
Strong Demographics Support India’s Growth 
Demographics and productivity are the two pillars of economic growth.  
The chart to the right demonstrates India’s workforce (ages 25-64) as it 
continues to trend higher through the next decade.  India’s attractive 
demographics will contribute steady, long term growth in equities, real 
estate and the economy. 
 
China’s Tough Year 
Global corporations have launched aggressive plans to de-risk global 
supply chains.  Aggressive foreign policy and aggressive regulatory 
actions did not sit well with global institutional investors.  The BRI has 
stalled.  It’s becoming abundantly clear that China has a plethora of 
issues, ranging from debt, real estate sector woes, alarming 
demographic trends, loss of trust, capital flight to address. 
 
India a Key Beneficiary in the New Emerging Global Order 
Covid reshaped the global order, or accelerated the outcomes.  
Corporations and governments have chosen to focus on building 
relationships with reliable and trusted partners.  It’s abundantly clear that 
the U.S. continues to retain the lead in tech innovation; meanwhile, 
Mexico has emerged as a key beneficiary of near shoring.   
 
India is another key beneficiary, as the world’s fifth largest economy, 
with an attractive consumer end market, a cheap and easily available 
supply of labor and attractive manufacturing incentives.  

  
 
 
 
 
 
 
 
 

 
China’s Working Age Population 
Has Peaked 

 
India’s Working Age Population is 
Growing for the Next Decade 

 
Source: United Nations 
BRICS Has Grown Dramatically 

 
Source: Visual Capitalist 

Brookings New Vs Old Order 
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SUPPORTIVE U.S. MONETARY & FISCAL POLICY IN AN INCUMBENT  
ELECTION YEAR 

 

 
Election Years Have Overwhelmingly Delivered Positive 
Returns  
We covered Indian election data in our prior commentary, and it was 
overwhelmingly positive heading into elections and post elections. 
 
U.S. president year data are overwhelmingly positive as well.  The 
average return was 10.4% with the two negative incidents being “bubble 
crashes” of 2000 and 2008.  An incumbent election year is generally a 
bullish scenario for U.S. equities with an average return of 13%.   
 
Aggressive Deficit Spending Likely to Persist in India and 
the U.S. 
U.S. and India deficit spending, alongside excess savings, has offset 
much of the Fed tightening, that might otherwise have slowed the 
economy. The annual U.S. budget deficit is currently 6.8% of GDP, a 
number only exceeded during Covid and the great financial crisis.   
Similarly, India’s fiscal deficit was 6.4% in 2023 and expected to come 
down to 5.9% in 2024.   
 
With strong government spending, equity markets, labor markets and 
the economy are expected to remain resilient. 

 
Global Macro Factors Are Positive Heading in to 2024 
With a forecasted decline in U.S. interest rates indicated by the Fed, 
U.S. yields are likely to drop more than Indian yields, leading to a 
broadening of the yield gap, a positive for emerging market 
equities.   
 
Furthermore, an aggressively supportive U.S. central bank, 
declining U.S. mortgage rates, a nascent recovery in real estate, strong 
real estate price appreciation, and a consumer that looks to be in 
reasonable financial shape are positive factors for the global economy 
heading into 2024.  The belligerent rhetoric and sanctions of the China 
- U.S. trade war appear to have moderated dramatically, and China 
appears increasingly accommodative and eager to repair relations, as it 
watches U.S. and European corporations de-risk global supply chains.  
China’s weak economy stands in stark contrast to its acquisitive hunger 
for commodities in recent years.   That is a primary reason crude oil 
prices remain subdued.  Most importantly, the catalyst for a U.S. 
resurgence is now abundantly evident – artificial intelligence, and 
the Fed remains at the ready to reduce rates and pump liquidity into 
the economy if necessary.   

 
Indian and U.S. Election Years 
are Overwhelmingly Positive for 
Equities 

 
 
 

India’s Fiscal Deficit % of GDP 
Will Stay Elevated Through May 

 
Source: Bloomberg 
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A NEW TECHNOLOGY (A.I.) DRIVEN GROWTH CYCLE 
 

 
A New Tech Wave is Upon Us  
Artificial intelligence arrived in 2023.  AI prospects and excitement 
drove the Nasdaq 100 to its best performance in over a decade.  The 
Magnificent Seven were primary beneficiaries.  The year started with 
Microsoft extending its investment and partnership with OpenAI by $10 
billion, and the launch of ChatGPT had everyone buzzing.  Investment 
poured into A.I. start-ups.  Nvidia became the first chipmaker to hit a 
market capitalization of $1 trillion. 
 
The Past Track Record – The 70s, 80s, Early 90s 
The 1970s saw the U.S. racked with high oil prices, high inflation, and 
high interest rates.  It wasn’t until the PC arrived in 1984 and personal 
computers fired up productivity in the late 80s that markets started a bull 
cycle in late 1987 post the market crash, driven first by PCs and then by 
chips and data networking.   
 
The 2000s 
Technology hype reached a hysterical crescendo in the late 1990s, and 
companies got carried away with business models with negative 
earnings.  But out of the rubble, Google, Amazon, LinkedIn, Facebook 
and other globally dominant companies emerged.  We’d note that the 
2000s were also a good time for Indian technology companies and the 
overall market. 
 
The 2010s 
Social media, SaaS, automation, online ecommerce, cloud and online 
business took off.  Bottom line, the 2008 crash purged excess out of the 
economy and a new bull market was born in 2009.  Yet again, 
technology led the way in the U.S.   India would join the party in earnest 
towards the latter half of the decade as P.M. Modi took office and the 
government implemented meaningful reforms. 
 
Present Day 
We’ve had another crash, in March 2020.  Markets are coming off a 
fantastic year and it seems reminiscent of 2004-05, with a crunching 
tech sell-off, and an emerging real estate cycle, and an exciting new 
technology (A.I.) is searching for monetizable business models.   
 
We know what we know and we know what we don’t know.  We know 
A.I. – as all new technologies before it – will bring disruption and 
innovation.  It will possibly change our lives in ways we cannot know.  It 
will bring opportunity for growth, and opportunity for riches.   

 
 

 
 
The S&P 500 Started a Bull 
Market in 1987 Driven by PC, 
Chips, Data – the Nifty Did Well 
as Well 

 
 
Infosys Rode the Tech Wave & 
Created Value & Wealth  
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BOND INCLUSION – STRONG IMPLICATIONS FOR DEBT & EQUITY  
 

 
$15-20 Billion in Potential Inflows to Debt  
The inclusion of Indian bonds in JPMorgan's Government Bond Index-
emerging markets (GBI-EM) index will start on 28 June 2024.  The 
incorporation will span 10 months. India will eventually attain the 
maximum weighting of 10% in the index.  Bloomberg is also proposing 
an inclusion of India Fully Accessible Route (FAR) bonds in the 
Bloomberg EM Local Currency Indices to be phased in over a 5-month 
period starting in September 2024 
 
India's inclusion in the J.P. Morgan emerging market debt index will 
boost investments in domestic government debt.  It has an estimated 
AUM of USD 2.5 trillion while the Bloomberg index is roughly USD 5.9 
trillion.  Potential inflows could easily exceed USD 30 billion per 
Bloomberg, in the second half of the year.  Such inflows coinciding with 
a global rate-cut cycle could push domestic bond yields lower resulting 
in a lower cost of funds, and ample availability of capital for Indian 
governments and corporates.   

 
India’s Equity Share in EM Has Risen as Well, Now 16.3% 
India’s equity share in the emerging market index has risen from 7%~ to 
16.3% during the Modi regime and is likely to increase further as the 
economy grows faster than rivals, prompting further flows into equities 
via ETFs and benchmarked funds. 
 
Central Bank Policy Could Create a Coordinated Inflows 
Scenario for Indian Equities in 2024 
The decline in interest rates in the U.S., alongside the expected rate cuts 
from the Fed, set up a favorable environment for duration assets, and 
for continued flows from both FIs and DIs.   
 
Reduced interest rate spreads will create an incentive for flows into high 
yielding debt markets such as EM and India, and also equities.  
Significant capital moved to money markets funds in 2023.  Some 
estimates suggest a number close to $6 trillion is sitting in cash and 
money markets in the U.S.   Some of that money will also find its way 
into attractive growth emerging markets.   
 
Domestic participation in the equity market will continue to head higher 
via systematic investment plans, retail investors, insurers and pension 
providers. 

 
 
 
 

 
 
India Weight in MSCI EM Index 

 
Source: Bloomberg, MSCI 
 
FIs Have Invested Aggressively 
in Indian Equities in the Past Year 

 
 
FIs Have Been Aggressive 
Buyers in Recent Months 
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INDIA’S MANUFACTURING PROWESS & A NEW CAPEX CYCLE 
 

 
Make in India has been a resounding success.  The world’s largest 
contract manufacturer recently announced plans to double its 
Indian workforce to 50,000 and invest US$2.7 billion in setting 
up manufacturing facilities.  In past commentaries, we’ve listed 
additional investments earmarked for AI, semiconductor, space 
and green energy etc. 
 
Electronic Goods Exports Skyrocketing Higher 
India, the world's fifth-biggest economy, is emerging as a force to be 
reckoned with among global supply chains and manufacturing. India’s 
electronics exports surge highlights the efforts of the Make in India 
initiative. 
 
Manufacturing exports registered the highest ever annual exports of US$ 
447 billion with a 6% growth rate during FY23, versus FY22 exports of 
US$ 422 billion.  Per a Colliers, India’s manufacturing market is poised 
to hit $1 trillion by 2025-26, with Gujarat Maharashtra, and Tamil Nadu 
leading the way at a state level. 
 
Smart Manufacturing is the Future 
Smart manufacturing will entail a combination of skilled design, 
automation, IoT and AI.  Generative AI design processes can enable 
product design teams to generate and visualize multiple alternatives in 
3D, accepting inputs such as weight, performance requirements, 
strength, material, costs etc. This leads to optimized product design, 
product innovation, faster time to production, and cost savings. 
 
Capex Multiplier Benefits 
A study by the National Institute of Public Finance and Policy highlights 
that every Rupee spent on capex leads to a cumulative multiplier effect 
of ₹4.8 in the economy, while for the revenue expenditure, every rupee 
of outlay leads to a cumulative multiplier of 0.96. 
 
 
 
 
 
 
 
 
 
 
 

 
 

Make in India – Exports of 
Electronic Goods 

 
Source: Bloomberg 
 
India Foreign Direct Investments 

 
Source: S&P Global, RBI 
 
New Investment Projects by 
Private Sector at Decade High 

 
Source: Monthly Eco Review 
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AN EARNINGS & INVESTMENT DRIVEN EXPANSION CYCLE  
 

 
Earnings Driven Performance in Equities 
We’ve covered the dramatic earnings growth that has driven 
equities, particularly mid and small caps this past year.  Even the 
Nifty 50 has delivered cumulative earnings growth of 31% over 
the past 2 years, which has led large cap price appreciation.  This 
has kept valuations at bay.  
 
Government Capex Creating Multiplier Benefits 
Capital expenditure enhances an economy's productive capacity, 
provides significant multiplier benefits, and positively impacts long 
term growth and productivity. In recent years, the central 
government has been the main driver, and has consistently 
increased budgetary allocations to capex (see chart below). The 
center’s share of capex within the total expenditure has consistently 
risen during this decade, rising from 12.1% in FY21 to 22.2% in 
the budget estimate for FY24.  
 
Private Capex Cycle Shows Signs of Emerging 
In FY23, government capex surged by 22.9%, reaching an all-time 
high of ₹13.3 trillion.  Businesses transitioned from maintenance 
capex to discretionary investment capex. Year-on-year, business 
capex rose by 21% to ₹7.6 trillion in FY23. 
 
The top five sector focus for capex in FY23 were crude oil, power, 
telecom, iron & steel, and retailing.  As we move past elections, 
capital expenditure is likely to see an uptick in coming quarters as 
capacity utilization has risen.  India’s growth visibility is 
increasingly robust, and numerous companies have deleveraged 
their balance sheets. 
 
Gross Capital Formation Rising & Strong Central Investment 

  
 
 

 
 

Share of Capex by Sector FY23 

 
Source: CareEdge 
Strong Earnings Growth 

 
Positive EPS Revisions 

 
Midcaps Revisions Lead Large  
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RALLY CHARACTERISTICS – INDIA VS U.S. 
 

 
The Magnificent 7 Contributed 70% of the S&P 500’s Full 
Year 2023 Return 
The dichotomy is stark.  In the U.S., seven companies, dubbed the 
Magnificent Seven - Apple, Alphabet, Meta, Microsoft, NVIDIA, Amazon 
and Tesla - contributed 70% of the S&P 500’s full year return of 24%.   
 
The Magnificent 7 Now Comprise 30% of the S&P 500, the 
Highest Concentration in Index History 
The Magnificent Seven started the year at a 19% weight in the S&P 500, 
and ended the year at 30% of the index, the highest concentration of 
just seven stocks in index history.   
 
This $12.1 trillion market capitalization supposedly is the equivalent of 
the Canadian, British and Japanese equity exchanges combined.  Similar 
concentrations were witnessed in financial firms in 2007, and 
technology in 2000.  Time will tell if this is a warning signal. 

 
In Stark Contrast, in India, Over 65% of the NSE Universe 
Was Up +20% or Higher, 1 in 5 a Doubler or Better  
By contrast, India witnessed a very broad based rally.  Over 65% of the 
universe of NSE stocks, or 2 out of every 3 stocks, delivered a 20% or 
higher return over the past 12 months.  One in every five delivered a 
100% plus return.  There was a higher probability of picking a multi-
bagger (20.2%) than there was of picking a stock with a negative return 
(12.1%). 
 
In India, 49% of Companies Delivered TTM Growth of 20% 
or Better 
The strong move was backed by earnings.  Roughly half - 49% of 
companies to be precise, in the broader NSE universe - delivered 
trailing 12 month earnings growth of 20% or higher.   
 
…And a Whopping 41% Delivered 30% Growth or Better 
A whopping 41% of companies delivered earnings growth in excess of 
30% over the past four quarters.   
 
 
 
 
 
 
 
 

 
 

The Market Caps of the 
Magnificent 7 ($ billions) 
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INVESTMENT OUTLOOK - THE INDIA STORY REMAINS FIRMLY POSITIVE 
 

 
India’s Impressive Bull Run 
The Nifty 50 has delivered a positive return for 8 straight years, and 11 
of 12 years.  In 5 of 12 years, the index has delivered a 20% plus return.   
 
India’s Investment Case Now Well Known 
India's investment case is driven by a multitude of factors: strong 
earnings, macro stability, demographics, domestic flows, structural 
reforms, Make in India, geo-political shifts, government investment, 
labor cost advantages, urbanization, move to organized, improving 
productivity and ease of doing business etc.  Bullishness on India is 
now fashionable consensus, domestically and amongst institutional 
overseas investors. 
 
Greater policy certainty and a reduction in the current account and fiscal 
deficit add further confidence.  India has the lowest external-debt-to-GDP 
ratio among its peers at around 18%. 
 
A Pivotal Fed Pivot Announcement in December 
The Federal Reserve signaled on Dec 13th that it would begin cutting 
rates in 2024. The Fed clearly hinted that it was now looking to deliver 
three rate cuts next year.  The pivot was a surprising shift from their 
“higher for longer” stance just two weeks earlier.  Bond markets rallied 
in advance of the Fed announcement, and equities followed up with a 
strong rally into year end. 

 
Positive Drivers Remain in Place  
All these factors remain in place heading into 2024, alongside benign 
crude prices and an improving global economic and supportive central 
bank policy.   
 
Investing in a Moderately Inflationary Growth Economy 
India will continue to record strong GDP growth.  In a potentially 
inflationary world, investors seek asset classes that generate strong real 
returns with liquidity and visibility. Indian equities clearly fit the bill.   
 
However, Valuations are Rising, Albeit Sentiment Driven 
Moreover, index performance has been matched by earnings growth 
this decade.  This has kept valuations at or close to fair value.  
 
Sentiment Is Also Extending into Bullish Extremes 
 
 
 

 
 

Nifty 50 has delivered a positive 
return for 8 straight years, and 11 of 
12 years.   

 
 
 
PEs are Beginning to Enter Expensive 
Territory 

 
 

 
 
Equity Bond Yield Gap 

 
 
U.S. Bullish Sentiment  
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INVESTMENT OUTLOOK (CONTINUED) 
 

 
Deficit Spending Tailwinds to Persist in H1 24 
U.S. deficit spending has offset much of the Fed tightening that might 
otherwise slow the economy into recession. Only twice in history has the 
annual deficit spending represented a larger percentage of GDP, during 
the great financial crisis and Covid-19 pandemic.  The picture is much 
the same in India with high deficit spending as well. 
 
The Domestic Macro Picture Remains Strong 
Domestic factors remain positive, with strong earnings growth, easing 
inflation, reasonable oil prices, strong structural reforms and 
government investments, a positive impetus for FII flows to India, and 
the expectation of political stability beyond 2024.   
 
We Remain Optimistic & Invested but Watchful for Shifts 
The domestic macro picture for equities looks strong, and the global 
picture remains equally robust.  We approach 2024 with optimism, but 
remain watchful for shifts in earnings trends, inflation, and developed 
world bond markets.  We expect equity strength to persist in H1 CY24; 
however, the somewhat pervasive bullishness on India does give 
us pause.  The consensus outlook of a soft landing in the U.S. is another 
factor (see Global Risks).  Therefore, we choose to remain watchful for 
outliers and unexpected outcomes that may alter the investment picture, 
and we’ll look to re-align strategy accordingly. With the strong run-up in 
equities, we prefer a staggered buy strategy. 
 
Stock Selection, Sector & Manager Selection Will Continue 
to Deliver in 2024 
Portfolios are comprised of individual companies.  However, post a 
strong run-up, we don’t expect 2024 to be a rising tide lifts all boats 
kind of market.  Stock, sector and manager selection will be key 
determinants of portfolio performance in 2024.   

 
 

Risks to Our Forecast 
 
Pervasive Bullishness  
90% of analysts, 22 of 25, answering 
a recent poll said Indian stocks would 
hit record highs in the coming six 
months.  Two-thirds of analysts, 16 of 
24, prefer value over growth stocks in 
the coming six months.  Few were 
bullish heading into 2023.   
 
Global Risks 
Primary risks are i) a worsening of 
conditions as excess savings peter out 
in the U.S., ii) a resurgence in 
inflation, which would up-end the 
positive positioning of the central 
bank, iii) a spike in treasury yields on 
worsening debt conditions, or iv) 
worsening geo political.  Finally, 
equity concentration in the S&P 500 is 
now at levels not seen for almost 40-
50 years.  Our primary risk conditions 
emanate out of developed markets, 
and none of these are our base case.  
We believe the structural positives in 
India will provide an offset. 
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KEY PORTFOLIO TILTS, STYLE PREFERENCES & SECTORAL THEMES  
FOR 2024  

 

A Key Portfolio Tilt 
 There is one portfolio investors should own when the Fed is 
raising rates and a different one to own when the Fed is cutting 
rates.  During the rate hike cycle, value came center stage, and high 
valuation growth stocks, tech stocks underperformed.  We are of the 
opinion that investors should gradually tilt away from defensive equity as 
the rate cuts expectation comes clearly into view. Technology as a 
duration sensitive asset would be one sector to consider, selectively, and 
cyclical growth. 
 
We prefer growth portfolios at reasonable valuations, well thought out 
investment strategies.  We continue to prefer mid and small caps given 
relatively superior earnings revisions, earnings growth and valuations. 
 

KEY SECTORAL INVESTMENT THEMES 
I. Make in India 
Large contract manufacturing will keep coming to India.  Investments 
into infrastructure, AI, semiconductors, green energy, automation and a 
host of other industries will continue to grow. 
 
II. Technology Wave, Disruption & Innovation 
Technology – selectively driven by fundamentals and valuation - will 
continue its comeback in 2024.  Large capital expenditures in 2024 will 
be dedicated to data centers, accelerated computing, graphics 
processing GPUs, multi modal AI across text, sound, video.   
 
With rate cuts expected this year and a focus on developing the next 
generation of technology and AI products and services, the IT sector 
looks attractive.  Selectivity - avoiding body shops that will be disrupted 
- and investing in critical knowledge and infrastructure providers will 
prove rewarding.     
 
III. Green Energy, Power and Infra 
Green Energy and Infra.  India is power hungry and firms involved in 
the buildout of the non-fossil energy infrastructure will continue to grow 
rapidly. The resurgence of manufacturing, and public-led infrastructure 
investment will continue to create investment opportunities in the infra 
and power sectors. 
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 KEY SECTORAL INVESTMENT THEMES 
 

 
IV. BFSI & Real Estate 
Banks will continue to be a reliable means of participating in India's 
growth.  There will continue to be a rising demand for credit and 
financial services.  Well run state owned franchises will compete with 
private banks.  Real estate will do well as long as prices remain in line 
with incomes and affordability does not get stretched.  The surge in 
demand for high-end properties is evident across major cities, 
redefining the traditional dynamics of the real estate sector.   
 
The Indian real estate sector is experiencing a transformation, with luxury 
housing emerging as the dominant force driving the industry.  
 
According to a recent report by CBRE, the sale of residences valued at 
Rs 4 crore and above experienced a substantial 97 per cent year-on-year  
increase in the seven major cities of India during the period from January 
to September 2023.  Economic growth and an expanding, aspirational 
middle class, increased urbanization have created a pool of high-net-
worth individuals (HNIs) with a desire for luxurious living.  
 
Modern consumers, particularly the younger demographic, are inclined 
towards a lifestyle that seamlessly integrates comfort, convenience, and 
sophistication.   
 
The changing lifestyles of urban Indians have significantly impacted the 
real estate landscape. With an increasing emphasis on work-life balance 
and a desire for a holistic living experience, luxury properties have 
become more appealing. The demand for spacious homes with well-
designed interiors, proximity to business hubs, and access to high-end 
amenities reflects the evolving aspirations of the urban population.  
 
V. Consumption, Luxury & Premiumization, Leisure 
Favorable demographics, rising income levels, aspirational goals will 
drive the trend for lifestyle enhancing experiences, products and 
services. 
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 IMPORTANT LESSONS FOR 2024 
 

 
Pitfalls of Consensus Thinking and Forecasts 
Getting into 2024, an important lesson is that the consensus is often 
wrong; ergo, most market forecasters get it wrong.  Therefore, we 
strongly prefer a prudent re-alignment of portfolios as events come to 
fruition and better clarity emerges.   
 
Fundamental Principles, New Eras, and Rationality  
Markets invariably revert to fundamental principles.  Every few years, a 
new era thinking grips investors.  This time around, many investors got 
sold on the idea that certain companies would grow earnings into 
perpetuity, and starting valuations were not necessarily consequential.  
That these companies made essentially commoditized products was also 
overlooked because of exceptional management and brand.  As the Fed 
started raising rates, and inflation rose, the financial performance of 
these companies was found to be wanting, and high valuations have 
further impeded their forward progress.   
 
Disruption vs Buy & Hold 
In our thirty plus year experience, there are very, very few companies 
that have survived and thrived over extended periods of time.  A strategic 
ability to self-cannibalize and innovate is critical, and extremely difficult 
to execute. 
 
Therefore, we believe that buy and hold investing is best executed via 
passive strategies, and ETFs, where the underlying benchmarks do the 
work of turning over the portfolio and identifying emerging companies. 
 
Hero Worship & Star Investors  
Hero worship investments have consistently generated dismal outcomes, 
particularly in an Indian context.  Ultimately, real wealth is created by 
portfolio managers focused on the art of managing portfolios in a 
prudent fashion following time tested principles, not new age thinking.  
 
It is equally rare that investors make money following star investors.  
There are no new eras, it’s never easy, disruption is rampant, and wealth 
is created by following a sound investing process, fundamental 
principles, avoiding fads, new era thinking and faulty reasoning. 
 
 
Happy New Year & Happy Investing! 
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KEY CALLS FROM PAST COMMENTARIES 
 
 
 
 
 
 
 
 
 
 

Know the Now - Equity View - Timeline 

 
 

 

 Hedge in March 2020, Exited Hedge at the Bottom March 24, 2020 

 Neutral Summer 2020 

 Bullish Fall 2020 – Nov 2021 

 Cautious Nov 2021 – Expected a 10-15% Correction 

 Bullish in June 2022, Reiterated in April 2023 post the Regional Bank crisis 

 Tilt to Mid & Small Caps in Apr 2022, Reiterated in May 2023 

 

 “ 
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Equity Index Performance 

 
 

Leadership Stocks – U.S. & India 

 
 

Large, Mid & Small 
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Nifty Sectors

 
 

 

Crude Oil, Commodities and Precious Metals 
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Interest Rates and Inflation 
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Tactical Asset Class Rationale 

Equities Weight Rationale 

India 
Equities 

Over Weight & 
Stagger 

Outlined in the commentary, we continue to remain moderately over-weight equities and prefer staggered 
deployments into equities.  Due to high valuations of many large caps and earnings growth / revisions 
trends, we continue prefer a higher over-weight exposure to mid and small caps. 

India Hedge 
Funds 

Marginal Over 
Weight 

Hedged portfolios provide an attractive complement to equity portfolios, providing a diversifying non-
correlated asset class that enhances risk adjusted return, while holding the opportunity to provide equity-
like returns with debt-like risk.  Typically, rising volatility is a constructive environment for hedge fund 
managers; however, we have not witnessed it translate to alpha for fund managers.  

Long Short 
(Absolute 
Return) 

Marginal Over 
Weight 

Long short funds that have consistently delivered post-tax 8% returns are a worthy consideration for 
portfolios.  Due to the sharp rally, and the upcoming elections, the environment is favourable for L/S 
strategies. We remain marginally over weight here. 

U.S. 
Equities Market Weight 

Indian HNI portfolios are dramatically underweight U.S. equities.  Diversification provides strong portfolio 
optimization benefits. U.S. equities have dramatic barriers to entry and global leadership.  We recommend 
a staggered accumulation approach.  

Emerging 
Market 
Equities 

Market Weight 
The Japanese economy is witnessing a surprising uptick after many years. China concerns remain around 
real estate and debt.  Other emerging markets are valued reasonably and showing growth, but India 
remains a standout outperformer.  

Europe 
Equities 

Under Weight Growth in India, emerging markets is likely to outpace European growth and therefore find limited triggers 
to gain exposure to European equities. 

Fixed Income Weight Rationale 

Duration Selectively 
Positive 

Global financial volatility continues to be a headwind to sustained rally in long term yields. Having said 
that, domestically strong macros especially slowdown in inflation increase and strong revenue collections, 
and internationally US market cooling in yields, all of this are acting as tailwinds to duration. Investors are 
advised to consider their appetite to digest intermittent mtm volatility and basis that do allocation. 

Accrual Selectively 
Positive 

Accrual space offers good opportunity to lock in yields. Investors will enjoy good returns based on their 
ability to lock in spreads in quality papers available currently. Dual advantage of constant high spread and 
roll down will result in good returns. The near and belly of the curve offers good options for investors. 

Credit Risk Selectively 
Positive 

Rich pickings are available in credit space of lesser understood / lesser known issuers and they offer 
attractive risk reward opportunities for risk savvy investors.  Post RBI change in norms for NBFCs, spread 
widening for certain subsectors is likely. While there could be higher returns, they will come with higher 
risks too and investors are cautioned to be mindful of same while taking advantage of richer pickings 
available. 

REITs Selectively Over 
Weight 

Real estate investment trusts (REITs) lagged in 2020 and 2021 due to the impact of Covid on retail and 
urban office space. However, REITs recovered in 2022. During an uncertain and inflationary 
environment, REITs offer an attractive inflation hedge that provides exposure to fixed assets.  We 
recommend exposure be considered only with strong due diligence on a case by case bottom up basis. 

InvITs Over Weight Infrastructure Investment trusts offer an attractive opportunity to invest in diversified portfolio of assets 
generating an attractive yield through regular income distribution 

Alternate Weight Rationale 

Private 
Unlisted 

Selectively 
Positive 

We are selectively positive and expect significant value and wealth creation in the unlisted space in India 
primarily led by Technology, Financial and New Age Consumption companies. 
Our Direct Deal Thesis focuses on late stage companies with significant market share & profitability and 
our Manager Selection in early stage investments focuses on fund managers with established track record 
across cycles. 

Gold Weight Rationale 

Gold  Under Weight 
Given the recent run up in Gold prices and attractive opportunities available in equities and fixed income, 
and where we are in the business cycle, we recommend an under-weight position in Gold. 
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Ambit Global Private Client - Asset Allocation & Investment Committee 
 
The Ambit GPC Asset Allocation & Investment Committee (AAIC) is a group comprised of the CEO, Head of Products 
and Alternates, Chief Investment Strategist and Head of Fixed Income (listed below). The team has over 100 years of 
collective investment experience in markets.  The AAIC meets monthly and as necessary during periods of market volatility 
to discuss the economy and markets. The committee determines the investment outlook that guides our advice to clients. 
The AAIC continually monitors developing economic and market conditions, reviews tactical outlooks and recommends 
asset allocation model changes, as well as analysis, investment commentary, portfolio recommendations and reports. 
 

 

Tactical Allocation Weights Vs Strategic 
 

 
 
Wealth Profiles - Summary 

 
Strategic Asset Class Weights by Profile 
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Ambit GPC Wealth Profiles  - Strategic Weights 
 
The Ambit GPC Asset Allocation & Investment Committee (AAIC) provide guidance on asset allocation via our wealth 
profile models below.  The models are listed on a scale of rising return and rising risk and represent the most common 
investor profiles that we base our portfolio construction around. 
 
 
Wealth Conservation Income 

 

 

 

 
Balanced Growth  Moderate Growth 

  
Aggressive Growth 
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Sources: All sources unless otherwise noted are Bloomberg, NSE. 

Disclaimer:  

This presentation / newsletter / report is strictly for information and illustrative purposes only and should not be considered to 

be an offer, or solicitation of an offer, to buy or sell any securities or to enter into any Portfolio Management agreements. This 

presentation / newsletter / report is prepared by Ambit Wealth Private Limited (AWPL) strictly for the specified audience and is 

not intended for distribution to public and is not to be disseminated or circulated to any other party outside of the intended 

purpose. This presentation / newsletter / report may contain confidential or proprietary information and no part of this 

presentation / newsletter / report may be reproduced in any form without the prior written consent of AWPL. If you receive a 

copy of this presentation / newsletter / report and you are not the intended recipient, you should destroy this immediately. Any 

dissemination, copying or circulation of this communication in any form is strictly prohibited. This material should not be 

circulated in countries where restrictions exist on soliciting business from potential clients residing in such countries. Recipients 

of this material should inform themselves about and observe any such restrictions. Recipients shall be solely liable for any 

liability incurred by them in this regard and will indemnify AWPL for any liability it may incur in this respect. 

 

Neither AWPL nor any of their respective affiliates or representatives make any express or implied representation or warranty 

as to the adequacy or accuracy of the statistical data or factual statement concerning India or its economy or make any 

representation as to the accuracy, completeness, reasonableness or sufficiency of any of the information contained in the 

presentation / newsletter / report herein, or in the case of projections, as to their attainability or the accuracy or completeness 

of the assumptions from which they are derived, and it is expected that each prospective investor will pursue its own 

independent due diligence. In preparing this presentation / newsletter / report, AWPL has relied upon and assumed, without 

independent verification, the accuracy and completeness of information available from public sources. Accordingly, neither 

AWPL nor any of its affiliates, shareholders, directors, employees, agents or advisors shall be liable for any loss or damage 

(direct or indirect) suffered as a result of reliance upon any statements contained in, or any omission from this presentation / 

newsletter / report and any such liability is expressly disclaimed.  

 

This presentation / newsletter / report is exclusively for Non-Broking Products/Services where AWPL is just providing 

services/distributing a Product as a Distributor. All disputes with respect to the distribution activity, would not have access to 

Exchange Investor Redressal Forum or Arbitration Mechanism. 

 

You are expected to take into consideration all the risk factors including financial conditions, Risk-Return profile, tax 

consequences, etc. You understand that the past performance or name of the portfolio or any similar product do not in any 

manner indicate surety of performance of such product or portfolio in future. You further understand that all such products are 

subject to various Market Risks, Settlement Risks, Economical Risks, Political Risks, Business Risks, and Financial Risks etc. You 

are expected to thoroughly go through the terms of the arrangements / agreements and understand in detail the Risk-Return 

profile of any security or product of AWPL or any other service provider before making any investment. You should also take 

professional / legal /tax advice before making any decision of investing or disinvesting. AWPL or its associates may have 

financial or other business interests that may adversely affect the objectivity of the views contained in this presentation / 

newsletter / report. The strategy of the portfolio selected at the time of investment the performance of your portfolio may vary 

from that of other investors and that generated by the Investment Approach across all investors because of The timing of 

inflows and outflows of funds; and differences in the portfolio composition because of restriction and other constraints 

 

AWPL does not guarantee the future performance or any level of performance relating to any products of AWPL or any other 

third party service provider. Investment in any product including mutual fund or in the product of third party service provider 

does not provide any assurance or guarantee that the objectives of the product are specifically achieved. AWPL shall not be 

liable for any losses that you may suffer on account of any investment or disinvestment decision based on the communication 

or information or recommendation received from AWPL on any product. Further AWPL shall not be liable for any loss which 

may have arisen by wrong or misleading instructions given by you whether orally or in writing. Investments are subject to 

market risks, read all product/ Service related documents carefully. 

   Ambit Global Private Client – Asset Allocation & Investment Committee  

 

  Amrita Farmahan Mahesh Kuppannagari Sunil A. Sharma Malay Shah 

  CEO  Head – Products & Advisory Chief Investment Strategist Head – Fixed Income 

 Amrita.farmahan@ambit.co Mahesh.kuppannagari@ambit.co Sunil.sharma@ambit.co Malay.shah@ambit.co 
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