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Let me wish all our members a Warm, Happy and
Prosperous 2015!!

The beginning of the New Year brings renewed sense of
optimism on the economic front. There is now growing
confidence that our economy should finally turn the
corner and the forthcoming months should see pickup
in growth. Inflation which had remained stubbornly
high for consumers has finally started cooling off.
External trade deficit is under control and foreign
investments (FDI & FII) have gained significant

momentum. Interest rates are on the descend and RBI appears on the verge of
cutting interest rates, bring down the borrowing costs for companies and
consumers. Many of the key macro-economic variables are suggesting that the
Indian economy is on a strong footing for a faster growth ahead. Importantly, from
Investment professionals' point of view, the tide seems to have turned for financial
saving. Domestic investors are coming back to financial assets, equity and debt and
reallocating from physical assets such as gold and real estate.

Prime Minister Narendra Modi's landmark win in the general election 2014
(correctly predicted by the IAIP's Annual Forecast Survey March 2014) could
become the turning point in the history of our country. Post assuming office, the PM
has, within no time, announced a series of measures and policy decisions aimed at
improving governance and bring back economic growth in the country. His
international visits starting with Japan, followed by USA, Australia and other parts
of the world saw economic diplomacy in full force aimed at changing the
perceptions about India as an investment destination and bring back global
investors. The government machinery, which had become dis-functional, has been
put back into action to end policy paralysis. Perhaps the biggest success of PM Modi
comes from the fact that he has been able bring back confidence & self belief in the
people of the country. The critical question therefore facing investors today is can

From the IAIP Board
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the Modi lead government Reboot India's Growth Engines, to achieve higher level
of growth and thus better standard of living for its people.

While the economic conditions in the country are improving, the same cannot be
said for the global macro-economic environment. Multiple concerns are emerging
which could confront the policy makers in the next few weeks. The sharp fall in the
global commodity prices and crude oil in recent weeks are strong indicators of lack
of demand and global recession-. Close to 60% of the global economy has been for
some time and continues to remain under near zero interest rates, with no sign of
reversal. Amongst the developed economies, USA is the only major economy to see
GDP growth; EU and Japan are experiencing recessionary conditions. The sharp
strengthening of the US dollar and weakening other currencies particularly
Japanese Yen has send out speculations on an imminent devaluation in the Chinese
currency. China, the largest Asian economy has been experiencing growth
challenges and government debt levels have arisen to unprecedented levels in the
last few years. More recently the collapse of rubble & the Russian economy has
highlighted the fragility of the countries depended on Crude Oil as their principal
source of Income Suffice to say there are multiple challenges to the global economy
today. From India's context the important question is will India get impacted and
can India on the strength of its domestic economy “reboot its growth to realise its
true potential”.

To discuss and debate the issues facing the global economy and India's growth
prospects, the CFA India Investment Conference, 2015 is organized under the
theme. This year's event, which is expected to draw over 350 attendees, consisting of
strategist, portfolio managers, economist, research analyst, private wealth
managers, etc. The conference will have marquee international & domestic
speakers, experts in their own field, to talk on multiple issues confronting us today.

Prof. Arvind Panagariya, considered to be part of the PM Modi think tank will talk
on How India will resume double digit economic growth.
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Dr. Vikram Mansharamani, Global Equity Investor and Lecturer, Yale University;
author of Boombustology; will talk on the forthcoming consumption boom in the
world.

Jason A. Voss, CFA, Content Director, CFA Institute with discussion on
behavioural finance, how using Right side of the brain can help us making better
decision making.

Russell Napier, ASIP, Independent Strategist and Co-Founder of ERIC, Global
Guru and easily the foremost name today on Global Macro-economic. He will talk
us on how the world is headed towards deflation and steps investors should take to
protect their wealth.

Executive Panel Discussion: Financing Infrastructure to Reignite Growth where
we have experts to discuss the issues and way forward for financing infrastructure
growth in India.

Continuing education is a critical aspect in the life of any professional. This is more
relevant for the investment professionals today on account of the dynamic and
volatile market conditions. The landscape is no longer restricted only domestic
economy but entire global has not become the playground. Each of the above topics
have been carefully selected to address some of the important issues that confront
the investment management professionals today.

This is the 5th year in a row that the India Investment conference is being held in
Mumbai, which aims at bringing to India, best in class speakers, experts in their
own field, which should help the investment professionals in India enhance their
knowledge and understanding of the subject. We hope that our latest offering finds
favour in the heart and minds of the investment professionals across the country.

Sincerely,

Jayesh Gandhi, MIM, CFA
President, Indian Association of Investment Professionals, India CFA Society
president@india.cfasociety.org
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Anil Ghelani, CFA, is a senior vice president at DSP
BlackRock. Most recently he was the Business Head &
CIO at DSP BlackRock Pension Fund Managers and prior
to that a member of the Risk & Quantitative Analysis team
at DSP BlackRock Mutual Fund.

Before joining DSP BlackRock in 2003, he worked with
IL&FS Asset Management and S.R. Batliboi (member firm
of EY). He serves in volunteer capacity as a Director on the
board of IAIP.

How do you view the financial analyst's industry with regards to scope, growth
and job prospects? How can CFA charter holders take advantage of it?

The Asset Management industry in India has grown steadily in the past. I continue
to have a very positive view over the long term and believe that the next decade
could see the industry growing manifold. A stable government and bullish
economic outlook will provide an additional boost to the overall industry. The CFA
Program provides a good overall knowledge to a Finance Professional and assists
work in various areas, including but not limited to, portfolio management and
research. At various asset management companies globally and also at DSP
BlackRock in India, we have seen professionals with the CFA Charter occupying
positions in many important roles such as product strategists, risk managers and
sales or relationship managers.

In Conversation with...
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How did CFA help in enhancing your career objectives?

Studying for the CFA Program provided a great knowledge enhancement which
assisted in my day-job. After obtaining the CFA Charter there is a mandatory
requirement of obtaining ongoing CE credits which ensures continued education
and professional development. Networking with finance professional globally is
another important benefit. The community of Charter Holders is very strongly knit.
I have experienced the power of that unique network where colleagues can get
connected from different areas of work as well as geography globally – either for
seeking inputs about a specific industry or looking for employment opportunities
or even simply seeking assistance for some professional introductions.

How would you rate the CFA course with respect to content and structure
including the pros and cons? Also include aspects which give CFA course an edge
over other courses.

The CFA Program is often referred to as the “Gold Standard” for a Finance
Professional. The program material is dynamically updated and always has a very
practical approach based on current market trends, incorporating inputs from
active finance practitioners working in the industry. In my view, the mandatory
requirement of completing the 3 levels of examinations and also possessing the
relevant work experience, makes the CFA Program a unique professional
certification which enables a finance professional to obtain knowledge
enhancement together with the work experience being gained as a part of the day-
job. While conducting hiring interviews, besides the past work experience and base
education, one often considers the CFA Charter as an additional level of comfort or
stamp of approval for the candidature.

What guidance you would give to CFA aspirants?

Keeping with the spirit of the CFA Program, while studying the course material, I
strongly believe that if one is working in the industry then it provides a stronger
base of theoretical knowledge built on a practical perspective.
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Instead of seeing it as an “examination” one should read the material and
curriculum as a knowledge enhancement which would assist in doing the day-job
better. It certainly is not an easy task to handle routine day-job and other personal
and professional commitments while working for the CFA Charter, but those who
are truly interested in enhancing their career as a Finance Professional would enjoy
this challenge of earning the Charter. Whether it is financial planning or strategic
navigation of a nation's government, the key is to have a steady focus on achieving
long term goals. Similarly, for aspirants of the CFA Charter it is important to have a
long term focus for career development.

Disclaimer: Anil shared his views on the CFA Program, not as a representative of DSP
BlackRock or of IAIP but in his personal capacity and especially for the IAIP newsletter.
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Chetan Shah CFA is Senior Portfolio Manager with
Religare Invesco and has worked with the Religare
group since its foray into portfolio management services
a little over 10 years ago. Prior to this he worked as
analyst with various sell side firms and publication
house for nearly 10 years. Chetan has seen the complete
bull & bear cycle of the market both as fund manager as
well as analyst. Higher scrutiny from the clients and
regular interaction with them has made him a
disciplined fund manager.

What are your views on the fund management industry
with regards to scope, growth and job prospects? How can CFA candidates take
advantage of it?

Capital market industry is highly cyclical in nature with hiring happening at the
peak of the indices and firing happening at the bottom. It can be brutal from the
career point of view. Hence only if you are sufficiently motivated should you
consider choosing this field. The opportunities if you stay put can be immense. The
financial literacy is low. The savings in financial assets are low. The concept of
financial advisory services is just beginning to take shape. This is the only industry
which tells you to save and invest for the future as against other industries which
make you consume your current income & capital. The industry is well regulated
and is far better than 2 decades ago. CFA charter holders can take on the roles of
analysts, fund managers, wealth managers, investment bankers, chief executive
officers, chief financial officers, treasurer, investor relations officers, strategists etc.

How did CFA help in enhancing your career objectives?

CFA qualification is the most relevant for kind of work I do. Additionally its alumni
network is strong and spread globally. This helps in sharing knowledge and
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networking across the world. The field of investment like most other fields is
evolving. CFA Institute's conferences, continuing education programmes & credits
help you stay in touch with newer concepts be it highly mathematical models in
derivatives or simpler behavioural sciences.

How would you rate the CFA course with respect to content and structure,
including pros and cons? Also include aspects which give CFA course an edge
over other courses.

CFA curriculum is very well designed and refreshed to stay relevant. Starting from
the basics in level 1, to tools & valuations of various assets in level 2 and portfolio &
wealth management in level 3, it covers all the areas of investment and finance.
Over these 3 years sections on ethics and professional standards remain as common
thread and shows importance CFA Institute and members place on the same.

What guidance you would give to CFA aspirants?

CFA designation is very well respected globally in the various sub-segments of
capital markets. One need not take mid-career break to pursue this course. Neither
does one need to spend a bomb nor leave home town for acquiring this global
degree. One will surely benefit from CFA Charter.
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Mumbai, Nov 28

Contributed by: Shreenivas Kunte, CFA, Adjunct
Faculty – In-charge Trade/Research Lab, S.P. Jain
Institute of Management & Research.

For some time now, astute tax lawyers must have
been bringing a smile to Henry David Thoreau. So far
corporate tax men have managed to pull a rabbit out
of the hat – a different one every year – to optimize –
rather minimize their employer's tax outflow. Tax
havens from Singapore to Bermuda have been

booming with subsidiary profits in some cases more than 10 times their GDP.

Unsurprisingly some of the tax havens have also been seen to be the source of black
or illicit money. Many in India maybe interested in visiting the Swiss Alps but the
Indian regulator's fixation with the Swiss has been more on black money holders in
that country. Beyond the photo ops at G20-Brisbane and Prime Minister Modi's call
against black money at the G-20 summit, the world's leaders continued to be signed
in to tighten tax avoidance. The commitment could only increase as a slowing world
economy dries tax revenue and black money forces developing country leaders to
act. Regulatory requirement could begin to converge as countries under the BEPS
project agree to set rules against profit shifting and tax avoidance.

There could be some low hanging fruits such as denying deduction for a payment
that is also deductible in another jurisdiction. On the flip side, convergence among
countries and the requirement for popular endorsement (i.e. Parliament for India)
could turn out to be as complicated as agreeing on a single currency between
countries at odds (India and Pakistan and Bangladesh?).

Advocacy

Profit Shifting: Cross border rope tricks
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There has been some reporting in the media against American corporations and the
shifting of their profits. Among developed nations, America has the highest corporate
income tax rate (39.1%). Some of America's most profitable and respectable
corporations have been seen to be shifting profits to the displeasure of the tax
authorities (and other non-government groups). Some of these companies have
reincorporated or have setup subsidiaries in low cost countries (such as Ireland). Apple,
Starbucks, Caterpillar, Microsoft, IBM, Google, Facebook have been seen to be under
tax avoidance scrutiny.

In order to understand India's corporate tax collection, the Bloomberg database was
screened for NIFTY companies with the lowest effective tax rate. Bloomberg data
suggests that Cairn India, Sun Pharma, Tech Mahindra, Wipro and Reliance, are in the
top decile of having the lowest five year average effective tax rate (of about 14.2% vs
India's corporate tax rate of about 34%).

In this list, notably, according to the latest financial results, Cairn India's 100%
subsidiary, Cairn India Holding limited is incorporated in Jersey (largest of the Channel
Islands, seen as a tax haven). CIHL's before tax profit has been shown in CI's annual
report to be representing about 70% of CI's consolidated profit before tax. Sun Pharma's
fully owned subsidiary, Sun Pharma Global Inc, is registered in the British Virgin
Islands (seen as another tax haven). SPGI's latest annual profit of Rs 150815 million,
represents more than twice of Sun Pharma's consolidated profit before tax.

For the record, the other companies in the screen – Tech Mahindra (40 subsidiaries),
Reliance (103 subsidiaries), Wipro (64 subsidiaries) – have reported overseas subsidiary
profits in their “Financial Statement on Subsidiaries” but the overseas reported
subsidiary profit has been relatively insignificant.

The tax strategies being used by all the companies in the screen used for this post could

be perfectly legal. Tax saving structures however, could be reviewed for unaddressed
regulatory gaps between lower tax havens and higher taxation countries. Profit-
shifting for tax saving gives a better return for the company's shareholders but this
maybe to the detriment of the citizens of the country facing the tax revenue loss.
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IAIP was one of the select global societies invited to attend and participate at CFA
Institute Global Policy Summit 2014 held in Charlottesville, VA from 12-14 Nov.
The volunteers made presentation on advocacy overview, local policy initiatives,
major projects - AGM Guide, and upcoming programs. The summit provided
excellent insights on issues across geographies and opportunities to collaborate at
regional/global level.

During the last quarter, CFA institute also launched the Global Market Sentiment
Survey (GMSS). The CFA Institute 2015 Global Market Sentiment Survey was
created to seek input from CFA Institute members and to gather feedback on
market sentiment, performance, and market integrity issues and to further the
mission of promoting ethical and trustworthy investment markets. More than 5000
CFA Charterholders and members participated in the 2015 survey. India was
amongst the top 5 respondent markets. Global media coverage of GMSS kicks off on
16 December and will be amplified through CFA Society activities and events, as
well as ongoing press and social media coverage, into the New Year.

We would like to extend a warm welcome to the newest members:
1. Ranjita Deo – Mumbai
2. Pravin Rajendran - Chennai

Advocacy
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Chennai, Oct 10th
Contributed by: Meera Siva

Chennai chapter of the IAIP conducted a speaker event on the topic of asset
allocation on October 10. In this interactive session, members and candidates got
insights on various trade-offs when allocating assets in retail investor portfolios.
The speaker, P V Subramanyam is a financial trainer, investment consultant and a
savvy investor. He is a regular contributor to well-known financial websites
including moneycontrol, myiris and publications such as Economic Times and
Financial Express. He has authored 'Retire Rich Invest Rs. 40 a day' – a book on
wealth creation which has sold over 50,000 copies. He has also written a book for
doctors – 'Wealth Prescription for Doctors'. PVS is a Chartered Accountant. He is a
fitness enthusiast and is a regular participant in the marathons.

Insights from IAIP Events

Asset Allocation for Individual Investors
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Highlights of the event:

To arrive at optimal asset allocation, one must first answer the question “what is the
purpose of asset allocation?” The answer to this is rather simple –to meet the
investor's stated financial goals. The allocation should aim to increase returns while
reducing risks. Your asset allocation should meet your goals while allowing you to
sleep peacefully. Summary is as follows:
§ Protecting wealth - To start with, you create wealth not by allocation, but by

taking concentrated bets.
§Forget thumb rules - One rule to remember is that “thumb” rules such as “equity

allocation must be 100-age” are not very helpful.
§ Include all assets - We tend to ignore the investor's largest asset – the present

value of his future earnings or human capital.
§Tax arbitrage - Allocation must consider tax angle to increase returns.

Role of equity - Equity is the asset class that has the potential to give high returns
over the long term. However given the opaque nature of many businesses in India,
you have to be careful in picking stocks.
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Mumbai, Oct 10th
Contributed by: Shreenivas Kunte, CFA and Jignesh Kamani, CFA

Almost everything that was said in Navneet's “Meet the CIO” session was extra-
ordinary – our IAIP volunteers have been able to summarize some of Navneet's
views in this blog.

Highlights of the event:
§ On Information Overload - Meditation and solitude are important in today's

massive information overload.
§ On the new way of doing Business in India - So far the wealth that has been

created may have come at a cost of natural resources – this cost may not be able
to justify the economic value added.
§On Equity Investments - Three main drivers to attractive investments include –

market timing, stock selection and allocation.

Meet the CIO  Navneet Munot,CFA
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§ On Fixed Income investments - Navneet believes that bond market
development and evolution of technology will change things for Mutual Fund
industry in India.
§ On Vision 2020 - Navneet believes that India is in process of creating an

economic miracle which is unparallel to any other country by 2020. Optimistic
about Indian democracy, he believes RBI, Election Commission and RTI
Machinery are institutions to be proud of.
§ On Performance and review – Commented on need to build an ability to see if

investment thesis was wrong or something beyond the analyst's control was the
reason.
§On the CFA Charter - Apart from professional knowledge, the CFA charter is an

excellent foundation for bringing in conceptual clarity. One of the biggest
contributions that the CFA charter can bring is the focus on Ethics.
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Bengaluru, Oct 12th
Contributed by: Arun Ramaswamy

Indian Association of Investment Professionals (IAIP) Bangalore Chapter
witnessed a very practical learning session on “Real Estate Market Overview &
Financing Methodologies and Options” presented by P. Ravindra Pai, MD Century
Real Estate.

Indian real estate industry contributes about 6% of the GDP and is expected to grow
to 13% by year 2028, second only to the agriculture industry. In monetary terms,
currently, the industry is about US$ 121 Billion and is expected to about US$ 853
Billion in year 2028. The factors for the anticipated growth were rapid urbanization,
demand due to shortage of homes, fund availability through FDI route, and intra-
industry simulation and employment opportunities.

Real Estate Market Overview & Financing
Methodologies and Options
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Highlights from the event:
§ The evolution of the industry can be viewed in three periods. Pre-2005, 2005-

2008, and Post-2008.
§The key triggers are mainly due to two events – Press Note 2 of 2005 and Lehman

Crash. Press Note 2 of 2005 allowed FDI and sets minimum parameters for
capitalization requirements, development size, and lock-in periods.
§ Lehman Crash aggravated the situation by drying up the FDI funds and

injecting negative sentiments and pushed the developers to scout for
alternatives and efficiencies in construction.
§ The future road map of the industry looks very promising. Some key initiatives

like housing for all, 700 smart cities, REITs, affordable housing, real estate bill
are put in motion and the experts feel that these initiatives set are in the right
direction.
§ Light was thrown on the way the real estate markets in different regions (for

example, Gurgaon and Mumbai) operate and how it differs from the South
India (for example Bangalore).
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Bengaluru, Oct 11th
Contributed by: Aneek Saha, CFA
Bengaluru chapter of IAIP hosted Ullas Kamath, Joint MD and CFO of Jyothy
Laboratories. Ullas is a compelling speaker and a wonderful teacher, who shared
with us his insights on business and life. In many cases the insights, he gave, flew in
the face of conventional wisdom.

Ullas ' talk was organized into three main parts: A brief about Jyothy Laboratories,
the story of Henkel Acquisition and the role of a CFO in an FMCG company. M.P.
Ramachandran started Jyothy Laboratories in 1983 and Ullas joined Jyothy labs in
1991. The company has evolved from having one brand – Ujala to a portfolio of
brands including Ujala, MAXO, Exo, Pril, Margo, Henko, Fa, Mr. White, Check and
Neem. The company has an extensive distribution network covering 2.9 million
outlets; the field sales force alone cover 1 million retail outlets. As per Ullas, to sell
branded goods, humility, rather than intelligence is required. Ullas also told us the
fascinating story of the Henkel acquisition.

Jyothy Laboratories- An amazing journey
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He mentioned that a well run company if acquired and if one cannot add value to
build the topline and the bottom line then value can only be eroded over a period of
time hence more than 2/3rd M&As fail.

He also gave valuable advice regarding a typically successful FMCG company.
Such a company typically has gross margins not less than 25%-30% of Sales,
Advertisement and Sales Promotion expenses at 10-12% of Sales, EBIDTA at 15%,
and a PAT of 10%. If a company fulfills these criteria, one can rarely go wrong with
the company. Working capital for a well-run branded goods FMCG company can
be 10-15 days of sales. As per business planning, the CFO should aim to generate 20-
25% topline growth and work backwards from there. Once the topline is achieved,
the scale advantage sets in, advertisement budgets can be cut and overhead
expenses can be reduced to boost profits.

On the question on whether to use debt or equity, Ullas' take was the decision
between debt and equity should be based on the timing, cost of debt and valuation
of equity. If the cash flow in the company is good, debt is preferred. In a good time if
one can get great valuation equity, is preferred. If interest coverage is above 6 times,
then debt is the best, as it is tax efficient too.
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Mumbai, Nov 12th
Contributed by: Anil Ghelani, CFA

The CFA Institute and Indian Association of Investment Professionals (IAIP)
hosted a Networking Event in Mumbai, on Wednesday, Nov 12 2014, with
professionals & CFA charter holders from various parts of the world working in
diverse segments of the financial services industry viz. equities, fixed income,
rating agencies, wealth management, private equity, treasury & corporate finance
areas.

Paul Smith, CFA, Managing Director Asia Pacific at CFA Institute, introduced his
team from CFA Institute as well as members of the Claritas Advisory Committee
present on the occasion viz. Dean Junkans, CFA Chief Investment Officer at Wells
Fargo Wealth, Brokerage and Retirement, Jayesh Bhansali, CFA, CAIA Head
Global Derivatives & Fixed Income Quantitative Portfolio Management at TIAA-
CREF, and Kishore Gandhi Chief Credit Officer at Fitch India Ratings.

Networking Event
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Jayesh Gandhi, CFA, President & Director, IAIP, apprised members & participants
about the up-coming India Investment Conference (IIC) on January 9th 2014 – the
5th in row. Some marque speakers in IIC include Prof. Arvind Panagariya, Russell
Napier, and Dr. Vikram Mansharamani.

Apart from the active volunteers, committee chairs and directors from IAIP, we had
Sunil Singhania, CFA, currently a member of Board of Governors, CFA Institute,
the highest governing body of the institute. Sunil is one of the founder and the past
President of IAIP.
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Mumbai, Nov 11th & 12th
Contributed by: Mansi Panchal

Indian Association of Investment Professionals (IAIP) was pleased to associate as a
'Knowledge Partner' with the fourth edition of the Morningstar Investment
Conference, which was on November 11-12, 2014 at the Grand Hyatt, Mumbai. IAIP
initiated discussions with Morningstar in Aug 2014 and the first meeting was
conducted on Sept 02, 2014 with Anil Ghelani, CFA and Amit Khurana, CFA. The
partnership was confirmed on Sept 12, 2014 and IAIP was recognized as
“Knowledge Partner” @ MIC 2014. IAIP Members were eligible for the discounted
fees of INR 6500 against regular fees of INR 8000. IAIP members were eligible to
earn CE Credits for attending this Conference. 5.5 hours for Day 1 and 4.0 hours for
Day 2 were awarded based on the attendance.

Morningstar Investment Conference 2014
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Mumbai, Nov 22nd
Contributed by: Ishwar Chidambaram, CFA

IAIP organized a book launch event in Mumbai where in the author & speaker
Saurabh Mukherjea, CFA, shared his experience as well as key themes in his book
“Gurus of Chaos: Modern India's Money Masters”.

Indian Economy: India is currently a $2 Trillion economy, with annual capital flows
(including savings) of $650 Billion. Nearly $450 Billion of this amount flows into
Gold and Real Estate, which are non-productive investments. India's share of global
FII flows is only 0.5%, which is rather low. India has the highest cost of capital in the
world (outside of sub-Saharan Africa), which is in the range of 15% to 18%. This has
been a deterrent to free flow of capital.

Indian Funds: The largest equity fund in India has an AUM of only $9 Billion, which
is extremely small by global standards. Around $15 Billion flows into the Indian
stock markets annually.

Gurus of Chaos: Modern India's Money Masters
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Cognitive Biases: As per Daniel Kahneman, the human brain operates in two
modes: (1) System 1 which is impulsive and instinctive, responsible for Fight or
Flight, Greed and Fear, etc. (2) System 2 which is more evolved and composed.
Fund managers need to consciously ignore the Reflex brain and actively harness the
Reflective brain to maintain their calmness, sanity and clarity of judgment at all
times.

Top Sectors: Aspirational consumption sectors such as will fuel India's growth
story. Sectors such as Home Improvement, Paints, Cement, Plywood, Electricals,
Tiles will benefit the most from this growth. More than 120 Million Indian
households have no roofs. Even if 2% of these get access to roofs, one can expect at
least 25% growth for these sectors. Removal of infrastructural bottlenecks will
transition India into the ranks of the developed nations.

Prospective Bubbles: The next bubble is likely to from the Manufactured Goods
Export sector. This is a largely knowledge intensive sector, which is India's strength.
This sector has benefited from the Indian Rupee (INR) depreciating nearly 80%
against Chinese currency (CNY) over the past 8 years.
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Mumbai, Nov 28th
Contributed by: Kunal Sabnis, CFA

The event was flagged off by Sunil Singhania, CFA who addressed the new level III
pass outs on behalf on the board of governors. He welcomed them into the growing
pool of CFA charter holders. Then Nitin Mehta, CFA – Managing Director EMEA,
CFA Institute gave an analysis of the perception of the financial sector. He
highlighted that the financial sector post the global meltdown in 2007-08 ranks very
low in terms of ethical perception. The mission of the CFA Institute is to improve
this perception and many efforts are taken in that regard. The focus on ethics in the
CFA curriculum is unique and meant to achieve this purpose. Nitin mentioned that
it takes lifetime to build a reputation hence financial professionals should take care
and do nothing to tarnish their reputation. All CFA charter holders should try to
maximise their investment knowledge and give something back to their profession.
Volunteering is one integral part of the CFA Institute and its societies.

Charter Felicitation Ceremony
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Jayesh Gandhi, CFA – IAIP President started with describing the efforts he made in
achieving the CFA charter. He then listed the efforts taken by the IAIP towards
creating value for its members. The interesting part was the variety of events
conducted for building financial knowledge as well as imparting soft skills for its
members. This helps members in continuing their education and enhancing their
knowledge. The speaker events as well as other organised events give opportunity
to young charter holders to network and build relationships while creating their
presence in the financial industry. This furthers ones career interest.

Then many prospective charter holders shared their efforts while preparing for the
CFA exams. Each one had a sense of achievement and congratulated each other on
achieving this very important feat. Post this, an informal interactive session started
along with dinner. The new level III pass outs got a flavour of the events conducted
by the IAIP.
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Mumbai, Dec 5th
Contributed by: Ishwar Chidambaram, CFA and Jainendra Shandilya, CFA

The speaker was Deepa Vaswani, a prominent Yoga Mudra consultant explained
the importance of Mudras in our life, which she pointed out was lost in the ancient
time while other forms of Yogas were brought/introduced by our sages, such as
Kriya Yogas etc. There are 72,000 Nadis in our bodies and there are 114 Junction
boxes. All the nadis pass through these junction boxes. Further, there are 7 main
chakras which are very important from the point of view of Yoga/ Mudras viz;
Mooladhar Chakra, Pelvic Chakra, Naval Chakras, Heart Chakras, Throat Chakras,
Third Eye Chakras, Cranium Chakras.

Deepa then demonstrated the concept of “Embracing Change through
Reinvention” through a video of the Eagle. At the age of 40, the Eagle has grown
really old and weak, his beak is become blunt, his talons lose their grip and his
feathers are in tatters. Unable to hunt or fly he faces a grim choice –change or perish.
So he knocks his beak on the stones, until his old beak falls off, allowing a new one to

Mudras Power in your hands…–
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grow in its place. With the new beak, he tears off his blunt talons, allowing new
talons to grow. With the sharp new talons, he rips off his old feathers allowing new
sleek feathers to replace them. Having embraced the pain, he becomes rejuvenated
and will live for another 30 years in fine fettle! Thus, the Eagle symbolizes the
eternal truths that “Pain is weakness leaving the body”, and one must embrace
change to flourish.

The following Mudras were covered in detail
§ Pran Mudra – This mudra is to performed with our root our mooladhar chakra

and this helps in overcoming nervousness.
§ Hakini Mudra – This mudra is good for memory and this is done with fingers

and the breathing should focus on the forehead area.

The important thing, Deepa pointed out was, these mudras can be performed while
being in office it greatly relieves our stress, emotions, negative energies, etc.
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Bengaluru, Dec 6th
Contributed by: Ajay Shukla, CFA

Tax and regulatory environment in India is undergoing a paradigm shift with the
new Companies Act while GAAR and DTC are expected to be implemented soon.
Government is keen to introduce the GST at the earliest. Kalpesh Maroo from BMR
Advisors who has over 10 years of experience in corporate and transaction tax, was
kind enough to spend his valuable time going over the tax and regulatory system in
India, how it is changing and its impact on the investment ecosystem. Given the
euphoria that the Modi Government has managed to garner in the international
investment community and the challenges in the developed economies, slowdown
in China, India is again looked as a serious destination for investment. In order to be
successful, there is a need for certainty at the planning stage of any transaction since
transactions are getting larger, more complex and innovative.

Changing Tax and Regulatory Landscape in the Indian
Investment Ecosystem
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Kalpesh went over a few case studies such as a situation where a multinational
acquirer acquires a target in another country. The acquired company has an Indian
subsidiary which is material in terms of its overall value. Does this deal have any tax
and regulatory implications in India? Consider another situation where the transfer
of shares happens between subsidiaries of the same parent holding company. Is this
taxable in India? How do you deal with valuations of an acquired company given
multiple valuation methods and assumptions? How do you deal with good-will
and non-compete from a tax perspective? How do you depreciate/amortize these
“assets” and what are the challenges from the perspective of the Indian tax laws. He
went over the motivations for instituting the Super Premium Tax and how it has
made life difficult especially for non-public listed companies.

His parting thought summed it up beautifully – change is not necessarily good as
far as taxes and regulations are concerned however given the existing environment
a lot of change in the laws are required. The challenge therefore is to manage the
change.
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Inauguration of CFA Institutes' India office
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Chennai, Dec 21st
Contributed by: Meera Siva

The Chennai chapter of the IAIP conducted a networking cum speaker event on Dec
21 for imparting various insights about the CFA curriculum to the CFA candidates.
The candidates had a very unique opportunity to get expert insights from senior
Charter holders who are Board members of the IAIP. Kishor Bagri CFA, SVP & PM –
PMS, ING Investment Management has over 18 years of experience including 11
years in investment function. Vidhu Shekar, CFA, Country Head – India, CFA
Institute, was formerly the Vice President at the National Stock Exchange for over
nine years.

Highlights of the event:
Kishor explained what makes the CFA program unique. For one, the curriculum is
constantly updated to incorporate latest developments in the field of finance
around the world. This is achieved through inputs from senior finance
professionals. Charter holders actively volunteer and contribute research practices
and best practices for the benefit of others in the field.

Networking Event – A Bond to Hold
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These help set the golden standards for the industry. The knowledge is also shared
with regulators who take the inputs when they come up with regulatory standards.

Vidhu elaborated on how the CFA program came into being in the US, over 50 years
ago. Unlike law and medicine, no special capability needs to be demonstrated to
handle finances. The CFA program came into being after senior professionals in the
US felt that the bar has to be raised for those offering financial advice. He noted that
in general, professionals earning the CFA charter in countries such as US and
Europe tend to be more senior compared to India where the average age of charter
holders is very young.

There was a very interactive Q&A session where specific queries of candidates were
addressed.
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Nov 7th
Contributed by: Navneet Munot CFA, Director IAIP and
CIO SBI MF

And then came the Japanese! As the Quantitative easing
(QE) program of the US Federal reserve got unwound, came
a surprise boost of liquidity from Bank of Japan. It's a bold
move from the Bank of Japan to combat deflation. Japan's
public debt is estimated at 225% of its GDP and the central
bank is determined to achieve its target of 2% inflation;
however, the 10-year government bond trades at a yield of

0.45%. Stocks zoomed while the Yen fell to a 7-year low.

After a surprise rate cut, the European central bank (ECB) is moving closer to some
form of quantitative easing. At some point, austerity may be shown the door as
Eurozone struggles to get growth back. Election results in Brazil, the geopolitical
situation in Russia and concerns about China and other emerging markets have led
to outflows continuing from emerging market funds. They are also impacted by the
continued strength in the US dollar and soft commodity prices. India has been an
exception as it remains the biggest beneficiary of the fall in global commodity
prices, from a macro perspective.

With assembly elections out of the way, the government stepped up the reform
process. Some of the key measures taken include – deregulation of diesel prices,
hike in natural gas prices, minor labor reforms, ordinance on coal block auctioning,
easing of FDI norms in the construction sector with emphasis on affordable housing
and a cut in the non-plan government expenditure. There are expectations on
legislative actions such as the constitutional amendment for introduction of GST in
the coming winter session of Parliament. We firmly believe that India is unfolding
its structural story in this phase of its economic growth.

ExPress on WordPress

Market Outlook
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While some monthly economic indicators have slowed from July-August highs, early
signs from the festive sales indicate that consumer confidence is rising and should drive
positive demand surprise from the December quarter onwards. Urban consumption
indicators seem to be doing better than rural consumption. The opportunity of growth
in India remains immense with multiple themes that revolve around changing
governance, changing consumer preferences, changing technology and changing
ownership patterns. Each of these variables over the medium to long term possesses
disruptive traits that can challenge the current market structure. Therefore, the new
winners of this story will also be different. We remain believers in investing themes
such as branded franchises, manufacturing outsourcing, consumption enablers,
beneficiaries of changing technology trends, and innovation led growth. We also expect
a revival in the investment cycle driven by infrastructure spending followed by private
capex at a later stage. We are confident that our incessant focus on research driven
investing allows us to focus on separating these strands to bet on the right businesses
and management that would enable us to identify these opportunities early enough to
ride the entire wave.

Bond yields and swap levels have declined sharply with expectations of the RBI stance
undergoing a change. The benchmark 10-year bond yield has fallen to a level of 8.25%,
lowest since September 2013. The yield curve has flattened substantially with long term
bonds performing far better. Foreign investors have pumped in a record $ 22 billion in
Indian bonds this year. With their limits for sovereign bonds getting exhausted,
demand for corporate bonds has gone up resulting in credit spreads contracting to
record lows.

Our view has been that it may be a while before RBI considers monetary easing in the
backdrop of the new monetary policy framework. However, looking at the CPI data, the
global environment, views expressed by members of monetary policy advisory panel
and actions by the government as outlined above, possibility of RBI softening its stance
has gone up. RBI has announced open market sales of government bonds to suck out
excess liquidity and maybe to tame the rally; however, underlying momentum remains
bullish. With a subdued credit off-take and improved liquidity, banks' demand for
government securities is likely to remain healthy in the near term.
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Nov 23rd
Contributed by: Rajendra Kalur, CFA, CFP, Director &
CEO TrustPlutus Wealth Managers India

Wealth Management Industry globally is beset with a lot
of challenges. Some of these challenges are self created as
the Industry mostly ignored client needs and sacrificed
prudence & discipline at the altar of greed & profits.

While many blame the low interest rates and mortgage
backed derivative instruments for the global financial
crisis, there is also a reason to believe that part of the crisis

was due to miss allocation of capital due to poor advice.

TrustPlutus began its journey as a “child of this crisis” and wanted to establish Trust &
client centricity as the essential pillars of doing business. To do this is not easy
essentially in a business where there is no tangible product and where clients are
reluctant to pay for advice.

While the wealth management industry is rules based, the true success of a firm lies in
having the highest principles and following them. Rules alone may not be sufficient
especially when the service revolves around advice.

Much of the ills that beset our industry are on account of the “conflict of interest”. We
realized that while it's impossible to completely remove the “conflict of interest”, it is
quite possible to vastly mitigate this.

One way to mitigate this is by ensuring an arms length relationship between sales &
advice. Having a separate Advisory team to interact with clients promotes the
necessary objectivity and independence as the Team is not charged to deliver revenue.
Instead the key function is to see that assets are allocated in line with the Risk bearing
capacity, needs and time horizon of the clients. The Advisory Team is guided by an
Independent Advisory board rather than the management to make it truly oriented to
the clients.

Bridging the Trust Deficit…
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A key disadvantage in this industry is that there is no set qualification required for
setting up a business. This is quite in contrast to a legal or an accounting practice
where a degree in law or accountancy is a pre-requisite. To offset this, we have
encouraged our team to take up either Financial Planning / Chartered Financial
Analyst or a Financial Risk Manager qualification. While such qualifications do take
a toll on both time & money, we feel that it is a proper way to demonstrate our
commitment to the industry and its best practices. To encourage more and more
team members to take up these studies, we have established a 3 step process which
includes:
1. Sanctioned study leave
2. Reimbursement of Exam fees
3. Reimbursement of Charter / License fees

We are convinced that through these steps, we not only help in bridging the Trust
Deficit between the client & advisor but also help establish Industry best practice.
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Nov 27th
Contributed by: Thomas Collimore, CFA, William Ortel, Frances Melville, and Kishor
Bagri, CFA

Can you remember the last time you stayed up late watching a movie when you should
have been asleep? You weren't wasting your time. In fact, you may have gained some
insights into managing your portfolio. In case you missed them, here are kernels of
investment wisdom from Bollywood classics.

“Thorns do not live under the fear of withering.”

“Phool toh murjha jaate hain, lekin kaante daman thham lete hain”.
—Madhubala as “Anarkali” in Mughal-e-Azam (1960)

Create a balanced portfolio. The flower is beautiful & delicate, but thorns last year after
year and protect the flower. Bonds and cash equivalents may not promise the high
returns of equities, but they may reduce market volatility.

“Every time I am given future date for hearings but not justice”

“Taareekh pe taareekh milti rahi hain lekin insaaf nahin milta. Milte hain to sirf taareekh”.
- Sunny Deol as advocate Govind in Damini (1993)

Why are you not getting expected returns. Behavioral finance research has shown that
many investors purchase securities dearest and sell cheapest. Avoid making purchases
while you are euphoric or depressed, and remain focused on long-term goals rather
than short term market movements.

“There are only two ways to live life: Tolerate things the way they are. Or, take responsibility
to change them.”

“Zindagi jeene ke do hi tarike hote hain … ek jo ho raha hain hone do, bardasht karte jao … ya
phir zimmedari uthao usey badalneki”

—Aamir Khan as 'DJ' in Rang De Basanti (2006)

Investment Tips from Bollywood
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Make a plan for your investments. If you invest without a detailed plan, you may find
yourself following a haphazard course. You may also fail to benefit from the self-
examination that setting out a detailed plan can offer.

“If there is no happy ending it means that the film is not done yet.”
“Lekin agar End mein sab kuch theek na ho to woh the End nahi hain dosto… Picture abhi

baaki hai mere dost”
— Shahrukh Khan as “Om Kapoor” in Om Shanti Om (2007)

Unlike movie endings, investments can be unpredictable. Investment returns are not
guaranteed to be positive in any given five or ten year time window. Stay positive, but
plan cautiously with your advisor to make sure positivity is warranted.

“That day we learned, when your friend fails, you feel bad. But when he tops, you feel even
worse”

“Uss din hamein pata chala ki Dost fail ho jaye toh dukh hota hai … lekin dost first aa jaye
toh zyada dukh hota hai”

— Madhavan as Farhan Qureshi in 3 Idiots (2009)

Don't evaluate your portfolio based on how others are doing. Your risk profile and
future goals are unique, so they require a unique portfolio. Stay consistent and evaluate
your investments based on a method you design carefully with your advisor.

“One should love you as you are. If someone loves you by changing you then it is not love it
is a trade”.

“Koi pyaar kare toh tumse kare, tum jaise ho waise kare. Koi tumko badal kar pyaar kare toh
woh pyaar nahin, sauda hain”

- Rishi Kapoor as Raj Nath in Bobby (1973)

Don't try to change yourself. You are unlikely to succeed by pursuing an investment
strategy that differs substantially in risk from your ideal. You may reap higher returns
but lose many restful nights of sleep. Work hard at developing an approach that meets
your goals and also lets you sleep soundly.
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Dec 9th
Contributed by: Shreenivas Kunte, CFA, Adjunct
Faculty – Incharge Trade/Research Lab, S.P. Jain
Institute of Management & Research

Where the mind is without fear and the head is held
high…

Both in India and the US, investment Research has been
making news but for all the wrong reasons. On
Wednesday, Nov 26, a research analyst was reportedly

remanded to custody by a Gurgaon (India) court on a complaint filed by a company
whose stock the analyst covered. In 2011, the analyst's report on the complainant
company's stock was seen as a trigger for a heavy sell off in that name. In 2012, the
analyst published another report on the complainant company subsequent to
which the company is said to have filed a suit in India against the analyst and other
associates. The Research firm where the analyst worked, too, has been reported to
have filed a suit in Canada against the complainant company. The claims and
counter claims between the analyst and the complainant company remind us how
fragile the atmosphere can be in which the investment community is operating.
Irrespective of who the wrong doer is, potentially expensive litigation, trust deficit
and uncertainty may have created another wall of worry for the publishing analyst.
How “free” then is the analyst community from greed and fear in doing their jobs?

An exercise conducted to investigate Analyst Research recommendations confirms
a bias that analysts could be facing in assigning a “Sell” recommendation.
Recommendation data (as of Nov 27, source: Bloomberg) tells us that the average
Sell side analyst in India has not been as willing to put a “Sell” rating on stocks. This
may not be an entirely new revelation. But the extent of the bias against “Sells” in
India is uncomfortably high and stands out. On average, India's (NIFTY) sell rating
percentage is at 13.4% – the lowest among world-wide markets that were analysed.

Beyond Fragile Walls
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This compares with an average “Sell” rating of 49% in Japan (Nikkei), 46.4% in the
US (S&P 500), 35.7% on the HSI and 21.5% in Korea (KOSPI 200). One could argue
that the latest low average “Sell” rating in India is a result of the current bull market
sentiment. But even in the worst of the market moves – 2014 and 2011 – India's
average “Sell” ratings peaked at 14.7% and 15.5% respectively.

In terms of stakeholders, for the Sell side analyst, important parties include the Buy
side, the companies being researched and the regulator. Companies, quite
naturally, do not like a “Sell” recommendation on their stock. Many a reputed CEOs
have on record, expressed their dislike toward the earnings season and in
responding to questions from the analyst community (Who Says Elephants Can't
Dance – IBM, DELL going private). But openness to criticism, avoiding prejudice
against critical analysts would be required from the corporates to create an
environment of fearlessness. Maintaining informational access in letter and spirit to
analysts who assign a “Sell” rating is an area that may need support from both the
corporates and the regulator. The regulators could look at improvising mechanisms
for fair and open access to corporate information. Above all, the “Buy” side,
through their retail investor representation is in a position of significant influence to
persuade not just the regulators but also the overall culture in the investment
community.

The markets on one hand need the independence and objectivity that an analyst is
required to bring to a recommendation. But on the other hand, unaddressed fault
lines maybe creating barriers that are counterproductive to all participants. These
walls and lapses highlight the need to uphold values enshrined in the CFA
Institute's Code of Ethics for creating a robust investment canvas. Will the
investment community collectively and persistently, through advocacy, bring
about a positive change?
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Dec 27th
Contributed by: Deepak Sawhney – Leadership & Business
Coach (ICF), Hyderabad, Career Coach – IAIP

I am, in some ways, not competent to share my views on this
subject. I have just changed 3 jobs in 26 year long career. The
only competence that makes me write and share here is my
“mistake” in not assessing or ignoring certain aspects when
I evaluated few organizations. I thereafter validated it with
some of my friends and colleagues.

The process to evaluate must begin when there is a call from
hiring consultant to sell you the role & company. High growth, organization
undergoing change, new role created are some of the words you would hear from
the consultants. The promoter wishes to change the culture hence looking at
professionals at this stage. The selling spiel would persuade you to have a meeting
or interaction with company officials. Been persuaded somewhat, if you ask for Job
Description (JD), you may get to hear that since this a senior role, when you meet the
top man, he will explain the role and challenges to you.

If you ignore this and agree for meeting, you have made your first mistake in
assessment.

A nicely drafted JD may land up in your inbox, if you are lucky. Along with it will be
a caveat that this is an old one and new one is under discussion. Ignoring it would be
also a mistake. Let us say you did not realize the mistake and wish to go ahead. Then
you must find out from social networking sites if anyone has worked at the
company or knows someone who does currently.

§ Invite current employees of the company to join your network and ask for their
first-hand experience with the company. Rarely would you get a negative
response, because firstly the guy doesn't know your intention well enough, even

How to assess a company’s culture before joining them?
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though you may explain. Your ability to share details is limited as it would mean that
you are revealing that you have been approached to replace some existing role holder
in the company. It is prudent to connect with ex-employees and seek feedback.
Among various questions that you may ask, do ask about how the organization treats
its employees as and when they resign. A lot about company culture is revealed from
the way they treat their employees as and when they resign. From relieving troubles to
settling the claims. If you cannot get to ex-employees and talk to them, you are
probably not well prepared.
§ Check out the Web site and see if they have any employee testimonials. If so, do they

seem authentic or scripted?
§ If the website has details of senior Management team members, do try and understand

if they have been there in same role for pretty long. If they have been, look at cultural
affinity of these gentlemen to CEO/ MD / Founder. Don't ignore this fact. It is an
indicator for you to ask relevant question during the interview.
§Assuming you ask and get the name of your prospective line manager, do seek specific

feedback from your contacts / sources.

If you do not take these actions now, you are probably making your 2nd mistake.
Without gathering enough information about company culture, if you go for interview,
you are not prepared well, suffice to say.

One should also notice the sequence of interactions arranged for you, at the company. If
your interactions during the interview process do not include your supervisor or he
comes later after his seniors / peers have interacted with you, do not ignore this vital
fact. It could mean that when you are in the job, the other seniors / peers to your
supervisors are likely to determine your agenda and action. It could mean inter-alia that
your supervisor is either weak / ineffective or is being accommodated. In this situation
your position will always be weak in the organization, if you decide to join them.

Notice, if the interview environment is seriously meant for the interview or there are
frequent disturbances. Pay attention to the discussions happening during the
disturbances, it may give you some idea of the culture and the attitude of employees in
the organization.
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Dec 31st
Contributed by: Navneet Munot CFA, Director IAIP and
CIO SBI MF

Like every year, there were several contenders. 2014 is the
silver jubilee year of the fall of Berlin wall. This year, we saw
the US and Cuba coming closer. Online war games may be
popular, but mankind is surely less violent now than
previous generations. Yes, there are reasons to cheer but
several to be cautious. Meltdown in oil and ruble haven't yet

drowned the ambitions of Russia's Vladimir Putin. He is a smart Judo player and
unpredictable. The volcanic rise of Islamic State (ISIS) will go down as the worst
intelligence failure since the attack on Pearl Harbor in 1930s. The world is under-
estimating their network, influence and ambitions. I worry about regimes like
Venezuela, Nigeria, Iran, Syria and Sudan where sinking oil revenues may create
severe disruptions. One needs to watch developments in Saudi Arabia.

Sights of thousands of refugees fleeing their African homeland, shooting down of
Malaysian airline's MH17 and the Sydney siege scare me. The hacking following
Sony pictures' “The interview” exposes new dangers of cyber warfare. We cheered
Pakistan's Malala Yousafzai and India's Kailash Satyarthi on winning Nobel peace
prize for children's cause but the blood in Peshawar has stained humanity's soul
that no tears can wipe off.

In a world devoid of strong leaders, Narendra Modi stands tall. He was a rock star in
US and Australia and got the UN agree on a “World Yoga day”. He played drums in
Kyoto and charmed the Japanese while getting Russian and Chinese Premiers savor
Gujarati dishes here. Marketers have much to learn from “Abki Baar, Modi Sarkar”
campaign and his smart use of radio, social media and technology.

The commodity “super-cycle” is ending as witnessed in prices of crude Oil to milk
products, iron ore to thermal coal, cotton to copper, sugar to grains.

Person of the year 2014
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Whether its terms of trade or political power structure, flow of savings or investments,
fall in commodity will alter the world structurally. Countries joined by a simplistic
acronym BRICS would be impacted so differently. The “turn of tables in the
commodities market” was a strong contender.

I thought of US Dollar as the mighty greenback rocked this year. We entered a period of
divergent central bank policies. Abe's Japan unleashed a liquidity bazooka and ECB is
concocting a QE arsenal while US Fed is on a path of policy normalization. It's early days
yet. My fear is that central banks have become slaves to the diktats of financial markets
while real economies are not responding in the desired manner.

The fall in inflation in India was matched only by the downslide in congress party's
fortune this year. Indeed, calls for rate cuts are always inflated in India. Everyone
proposed but Rajan disposed. He knows the importance of anchoring inflationary
expectations, positive real rates and fire-proofing our house to deal with a world that
has potential "Fault lines". He has to ensure India's banking system doesn't become the
Achilles heel in an economy ready for the recovery. He is steering us at a time when
powerful forces of digitization and disintermediation are likely to change global
landscape of banking and finance. Governor Rajan was one of the strongest contenders.

What is missed in the unprecedented verdict in 2014 general election is the hunger for
change in “young India”. The old scions overlooking this transformation are scratching
their heads. Look deeper, the youth is changing the narrative across politics, business
and society at large. Venture capital investment in startups tripled this year with
investors betting on young Indian talent. One may abhor the addiction to whatsapp or
candy-crush, the fact is that rising internet penetration is throwing exciting
opportunities. It's not about the soaring valuations of FlipKart, Zomato, InMobi or
Zoho but a pervasive revolution underway. This generation has a different DNA with a
favorable eco-system to boot. Day is not far to have our own Elon Musk, Jeff Bezos and
Larry Page pushing the horizons of innovation. There are outstanding examples of
young social entrepreneurs whose “spirit of doing good” is making visible impact.
Stories abound. This is just the beginning. The “awakened young Indian” is my person
of the year. I salute you.
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Author: Saurabh Mukherjea
Publisher: Bloomsbury India
Hardcover Price: Rs. 350
Reviewer: Sonia Gandhi, CFA

An enormous amount of unwarranted noise and chatter coupled with several other
unique challenges, makes India a tough market to invest in. Leveraging on his
decade of experience in the stock markets, Saurabh Mukherjea juxtaposes his
learnings along with the collective wisdom of seven of India's elite investors to
write 'Gurus of chaos- Modern India's Money Masters'. Saurabh delves into the
minds of seven veterans of the Indian Investment management Industry and tries to
understand what makes them so successful. He sketches a nice little background
helping the reader understand their journey, mistakes made and lessons learnt. He
also uses his knowledge of stock markets to lay down some simple rules for
successful long term investing in India.

In the first chapter Saurabh discusses the three key traits of successful fund
managers- intense training over long years in analyzing companies, an obsessive
focus on intellectual integrity and the ability to deal with greed and fear. The
subsequent three chapters delve in-depth in each of these traits. He specifies four
key areas of research focus– the strength of the franchise, the quality of the financial
statements, promoter's competence and promoter's integrity. The concept of
franchise strength is further explained in terms of a combination of brands and
reputation, firm architecture, and innovation. Throughout, there are engaging
examples and case studies of Indian companies. Anyone looking to invest in India
will find it useful to spend time on the section on quality of financial statements,
promoter's competence and integrity. The author highlights various red flags to
watch out for and some basic techniques and number crunching tools to spot the
same. He also states three simple rules for buying which relate to understanding

Book Reviews

Gurus of Chaos – Modern India's Money Masters
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of business model; cash flow generation along with high ROCE; and margin of
safety.

Saurabh simultaneously takes us to a fascinating journey into the minds of seven
successful investors in India. Sanjoy Bhattacharya's (founding CIO, HDFC Asset
Management) journey from majoring in marketing to becoming the CIO of the
biggest Mutual Fund in India is legendary. Sanjoy stresses the value of patience,
humility and continuous intellectual development. Alroy Lobo, Chief strategist,
Kotak Mahindra Asset Management, spent close to fourteen years on the sell side,
before moving to the buy side. He explains the need for fund analysts to build their
own models from scratch, ensuring that Cash flows are at the core of the valuation
process. Akash Prakash, founder and CEO, Amansa Capital, focuses on mitigating
the risk of capital loss, avoiding momentum stocks and sectors with massive
government influence. Sankaran Naren, CIO, ICICI Prudential Mutual Fund,
believes in the art of value investing, the need to understand investment cycles, and
the ability to identify bubbles. B N Manjunath, amongst the very first professional
fund managers in India, is concerned about only two macro variables- interest rate
and exchange rate. His framework comprises of assessing four risks about a stock –
business risk, liquidity risk, valuation risk and management risk, last one being
non-negotiable.

Some of the questions raised are specifically targeted at Indian Mutual Fund
managers whereas investors the world over grapple with several others. Whether
and how to take exposure to sectors prone to heavy government/political
intervention? How to cut out the excessive noise levels and stay focused? How to
avoid conviction in a stock turning into confirmation bias? “When is a good time to
sell” is perhaps one of the toughest questions that investors struggle with and the
varied responses of the seven gurus provide interesting insights to their unique
styles. What does emerge unequivocally is that investment expertise must be
backed with a strong work ethic, humility and lack of greed to result in continued
success over a long period of time.
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Author: Thomas Piketty
Publisher: The Belknap Press of Harvard University Press
Hardcover Price: Rs. 965
Reviewer: Jainendra Shandilya, CFA, CAIA

'Capital in the twenty first century', originally published in 2013 in French, has been
translated into English and published in 2014. Parallels have been drawn between
this book and the one with the same name published by Karl Marx.

There are two sources of income for any citizen, return on capital and income from
wages. Looking through the annals of the history, return on capital has far exceeded
the growth rate of the economy, for most of the nineteenth century. The same trend
is likely to be seen in the twenty first century, the result: growing inequality among
citizen and threat to capitalism. Ricardo was proven wrong by the technological
revolution that led to falling value of the farm land in comparison to other forms of
wealth.

The resurgence of inequalities in late twentieth century is due to political shifts in
regards to taxation and finance, opines the author. The concentration of wealth in
the very top centile is a major threat to equal distribution of wealth in a capitalist
society. The total value of private wealth in developed society, expressed in years of
national income, had reached around six to seven times in the late nineteenth
century. It was during the post world war period this ratio reduced to between 2 to
3. Why is the private wealth of the magnitude witnessed in nineteenth century, and
likely to be witnessed in the twenty first century too, a cause for concern? The reason
lies in the high rates of return on capital compared to the growth of the economy.
The forces of divergence become stronger when the difference between r (return of
capital) and g (growth rate of the economy) is wide and positive.

The fundamental law of capitalism is the share of income from capital is equal to
return on capital and the times the capital is to the national income. In other words,
higher capital to income in case of a nation will lead to higher proportion of income
coming from capital. The key to the long term growth of a nation is investment in

Capital in the Twenty-First Century
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physical capital and more on human capital, contrary to the classical economists' belief
that capital would flow from rich to poor countries and this would lead to convergence.
When inflation is low, as was the case during nineteenth century, lending to
government can be very good business for wealthy people and this is what was seen in
Belle Époque Europe – a period of optimism, peace at home and technological
evolutions. Many countries, including Britain, resorted to printing money, hence
creating inflation, in the twentieth century to reduce their debts to manageable level.
Inflation as a tool to manage public debt, however, has its limitations. One, it erodes the
incomes of the people dependent on Government Bond, and two, it cannot work
indefinitely as after some time the retirees who are dependent on such income will raise
their voices.

Financial crises don't alter the distribution of capital, the rate of growth of inequalities
slows down. The increase in inequality probably led to instability in the financial
market in the USA. The increasing inequality decreases the purchasing power of the
bottom fifty percent and the middle 40 percent of the population. Top managers in the
US earn much more than athletes, actors, artists, etc and hence their evolution since 1970
is that of super managers. The increased wage inequality in the US is due to its failure to
invest sufficiently in higher education, feels Goldin and Katz. According to them the US
should invest heavily in education to make it more affordable for the masses.

Society, if left at the mercy of market, will diverge away from its goals based on social
justice, although the forces of convergence in terms of knowledge and skills are in
operation yet not powerful enough to appropriate its due share. Assuming that the
output and the wages continue to increase for quite a long time, they cannot outpace the
growth in the wealth. A society of this kind ultimately becomes rentier – the one who
survives on rent and income, and dominates over those who have nothing but their
labour. This gives rise to widening inequalities, which then poses threat to capitalism.
Taxing capital is the solution, however, there is a trade off. Taxing entrepreneurs
indiscriminately and unfairly may discourage the very seed of capitalism on which the
modern society of today is resting. A judicious, well thought out, progressive tax on
capital seems to be the solution, however, it will require international co-operation and
regional political integration.
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Courtesy: Beecher Tuttle
www.efinancialcareers.com

Like it or not, social media is becoming an ever-important job search tool. Used
properly, social sites can be highly beneficial in cutting out human resources and
connecting with hiring managers and thoughts leaders directly. Used improperly,
you can find yourself leaving a permanent online footprint that will keep recruiters
from reaching out to you. Increasingly, headhunters and HR managers tell us that
they'll conduct a social search on a candidate before moving forward. Share on
twitter.

To help navigate the online waters, we spoke to social recruitment specialist Katrina
Collier, founder of Winning Impression. Here are her four tips on how to use social
media sites to your benefit while avoiding their pitfalls.

Beware the holiday social inspection

Increasingly, recruiters and hiring managers will look for job seekers on social
channels… not just LinkedIn. They'll see what you're tweeting and look at your
Facebook profile for to see what you're interested in, so don't let them see any
unsavory posts and comments. Take ownership of it. Lock it down by clicking on
the padlock (top right), audit posts and photos you're tagged in, and take care when
commenting on public posts.

Make sure your social pictures work for, not against you

It's the time of the year when we're in lots of photos but that doesn't mean you
should use that drunken snap as your profile or banner picture. I've personally seen
a high level professional lose a contract to work in an investment bank because she
looked drunk in her profile picture. Don't let that be you. Be objective, does your
photo show you in the best light? Would you hire you?

Career Insights

Four social media tips to help you get (and keep) a job on Wall Street
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Network beyond LinkedIn

Ever had that feeling of connecting with someone on LinkedIn and thinking, “now
what?” The trouble is, it's not social. Everyday your news feed is reset to the top
(from recent) and therefore your organic posts have little visibility, which makes
networking very hard! Instead, try using a Chrome extension like Discoverly or
Connect6 to see where else recruiters are interacting, avoiding Facebook, go and
network with them on other sites like Twitter, Google+, and more.

Don't broadcast “give me a job”

Whether you're on LinkedIn, Twitter or another, avoid updates that basically say,
“give me a job!” They reek of desperation and that's not the impression you want to
make. Have a tactic. Find people to follow or connect with who are in your target
company or industry and gain their trust through positive social media etiquette
before you ask about opportunities. Find valid reasons to keep in touch, like sharing
an article you saw that would be of interest to them. Remember, all they're thinking
is, “what's in it for me?”
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Courtesy: Pooja Boinapalli
www.simplyhired.com

With holiday cheer in the air, I've been thinking a lot about generosity. We spend
time with our families, exchange gifts and revel in the warmth of giving. It is the
season of kindness, generosity and benevolence. The holiday spirit naturally
invokes a sense of positivity, joy and kindness.

Lately I've begun to realize that networking has parallels to the generous cheer of
the holidays. Networking too is about generosity, a willingness to offer help
without expecting something in return. Developing a deep and meaningful
network occurs when you genuinely want to help other people and approach with
the attitude that everyone in the room (including you) is of equal value. It's about
generosity, a willingness to offer help without expecting something in return.
People will notice and genuinely like you, making your network stronger and your
connections far more reliable.

Here are some tips on becoming a networking natural.
1. Networking doesn't begin and end with an event, it's a fullNetwork full time:

time job. Strengthening connections occurs anytime you go out of your way to
help someone without expecting to gain from it. Take a moment out of your day
to be a listening ear for your friend, refer a qualified relative to a relevant job
posting, or send a coworker an interesting article.

2. Do a little soul-searching. Understand what your value is. ThinkSoul search:

about your strengths, talents and connections. Even as a novice, early-career
networker, you have confidence, ambition and generosity to offer. People will
take note and will want to stay in touch with such a person.

3. You might be tempted to talk to people who can help you get aDitch the agenda:

job or otherwise have some personal value to you. Suppress this urge and forget
the schmoozing. People will be wary of what you want from them. Generosity is
key. Make it your goal to be open, friendly and generous. Don't worry about

Become a Networking Natural This Holiday Season
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being a little awkward. It makes the situation a little less stiff. Integrity and
generosity are attractive qualities, and people will remember you.

4. In the course of talking to people, really listen to what they tell you. Don'tListen:

dismiss anyone as irrelevant. Though an individual may not have a flashy job, he
or she could have valuable knowledge or connections. They may also have
interests that align with someone else you know. If that is the case, don't hesitate
to connect the two people. The best way to network is to find a way to be helpful.

5. Consider preparing a few talking points prior to anyTalk about what you can do:

networking opportunity. Try two to three sentences describing your strengths
and talents or even your thoughts on an interesting (but relevant) article or report.
Be mindful of how often and when you bring these snippets up. Keep the focus on
what you can do rather than what you have done in the past. You want to come off
as forward-thinking and energetic.

6. While you may be the one networking to find a job opportunity,Offer help:

always approach new contacts with the attitude of being ready to help. Feel free to
explicitly ask what you can do for your contact. Your contact will both appreciate
and remember it.

7. Always follow up after meeting new people or engaging with existingFollow up:

contacts. Connect with the contact on LinkedIn, send them an email or even
follow them on Twitter. Let them know you enjoyed chatting and that you wish to
stay in contact. Reference your conversation and offer something they would be
interested in (perhaps some information -an article, report, etc.).

There you have it. Networking holiday-style. Remember to be kind, friendly and
generous. Then shake off the jitters and enjoy yourself. Happy Holidays and happy
networking!
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Gabbar was an astute management guru as is reflected in some of the timeless
management lessons he delivered through the movie Sholay

1. Jo darr gaya samjho mar gaya
Courage and enterprise are important factors for laying the successful foundation
of a growth oriented business

2. Kitne admi the
It is important to know the competition and its size. He understood that even a
small team can make a difference

3. Arey o sambha kitna inam rakhe hai sarkar hum par
Promoting one's own brand very important and to be reiterated always

4. 6 goli aur aadmi 3
Create an illusion where his people had a chance of survival and he kills them in the
next scene. Moral - perform or perish

5. Le ab goli kha
Sometimes in the interest of the organisation you have to take hard decisions. So
sometimes have to 'fire' some employees

6. Jab tak tere pair chalenge uski saans chalegi
Classic carrot and stick approach

7. Yeh ramgadh waale apni beti ko kaun chaki ka aata khilate hai re
Market research is important to understand value propositions!!

On a lighter note

Management lessons from Gabbar Singh...
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Announcements and Credits

Feedback/Request for Articles

Please send feedback or interesting articles like book reviews, humor, lighter
reading, personal experiences etc. to be covered in the Newsletter to:
kunal.sabnis@gmail.com chetan.shah@religareinvesco.comor .

Join and update your profile

Join and update your profile on the society portal at . Join IAIPwww.iaip.in
member group on LinkedIn and Facebook by searching for Indian Association of
Investment Professionals.

Real time updates at Wordpress ( )iaip.wordpress.com

Brief notes as well as select photographs of almost all the events since January
1st2011 are posted on . The updates on events are posted sooniaip.wordpress.com
after the events take place, making it possible for people who haven't been able to
attend an event to remain updated. It also has new sections on Advocacy, Book
Reviews, expert views on “ExPress” etc. Kindly visit the same and don't forget to
provide us your feedback.

Events

Now you could register for the forthcoming event on the
www.cfasociety.org/India page by clicking on the Events tab and Event
Registration ( )www.cfasociety.org/India/Pages/EventRegistration.aspx

Kindly send in suggestions on topics around which you would like us to organize
events. Members, having access to insightful speakers are requested to come
forward and help in facilitating events around them. This will enhance value to the
member community.
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Please email to the Programming, Events & Networking committee members:
anil.ghelani@dspblackrock.com jitendra.marchino@jpmorgan.com, or , or
secretary@india.cfasociety.org.

Want to Volunteer?

IAIP is always looking to increase member participation and provide networking
opportunities. You are most welcome to volunteer for our society to make it more
vibrant. It will offer you with an opportunity to interact with members and the
investment community, CFA charter holder community and keep in touch with the
latest developments in the financial industry. It also provides a good platform for
developing leadership skills. It is also an excellent forum for giving back to our
profession.

To understand more and join one of the committees reach out to any of us or
Volunteer Committee or Elizabeth at .secretary@india.cfasociety.org

You could also fill in the form on the website underwww.cfasociety.org/india
Membership tab and Volunteer option.

For the complete list of committees and its active volunteers kindly visit page
www.cfasociety.org/india under “About Us” tab click on the “Committees”
button.
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