Expert Take

fid: let's get the hellout o
pand govisit some places, to

2. Small cities. Evervbody we
-fobviously, fund managers,
becafise nobody else wanted tomeet

brokers anyway), had their heads
buried into their desks (excepta
fawsmartoneslike Steve Eisman &
Paulson).

Except thisone verysmart fund
manager; Arshad Zakaria. He said,
“Look out the window. Ga to any
bar. Ora restaurant. Does it1look
like theend of the world?”

Sowe wentout. We could still
&fford to, given that we were long
puts that had gotten deep inthe
money. Wenttobars, Full. Fine
dining restaurants. Full. Cafes.
Full. We were mystified. The Dow
wastelling us it wes all over: But
Main Street was lookingvery
different Wetook a flight to San
Francisco. First Class. F 11l Busi-
ness Class. Full. Economy. Near
standingroom.San Franciscowas
no different. It was rocking.

Sowesaid, “Thisis America.
Maybe these guys aredifferent
(they are). We have togo >ack to
Indiaanddothis thing”.

We wentto Madhya Pradesh. Met
villagers. They told us “Never been
better. NEEGA is giving usamazing
household income. MSPs are very
remunerative. We are uggrading.
We are buying mo-bikes. Better
biscuits.etcetera”.

Wefelt chéated. We hadcome
we would hear Bear Mar-
ket Porn. What we heard was a

" consumer story nobody in Nariman

Pointhadaclueabout.

We repeated thisacross several
states and villages. Thinking Mad-
hyaPradeshwas enjcying some
isolated boom becauseof...heck,
who knew because of what..

We heard the same stories across
rural India: Income levels wer=
strang. Consumption was strong.
There was confidence inthe future.
So propensity to constime was
strang.

Out of these perigrinations,
several trades were born:Maruti in

- November2008. Bajaj Autoshortly .

thereafter The Real World was
rocking. Whetkerin America.Orin
Rural/ small town India.

Cut to 2020. Marketsare tanking.
Worse than 2008. So howdo2s it look
foday, compared to 20087 Well: in
2008, the hit was on banks. Main
Street was hurt but nowhere close
1o what banks suffered.

2020 is different. The scaleof this
economic tsunami, cuttingacross
businesses is unprecedented.
Several times 2008.

Entire cities, even almost 2ount-i-
es inlockdown. Schools. colleges,
cinemas shut across the capital-
Supply chains disrupted. Consu-
mer marketsdisrupted.Hotels,
airlines, retail. Transpo:t. Restau-
rants. Hair dressers. Youname it.

Alsoremember: thecontext in
which this crisis occurs: In2008, the
world was comingoff 4 yeassof r=d
hot growth Interest rates ware
relatively high,sothere 2xisted
substantial room for cuts. Debt
levels globally were low, toc.

In 2007, India grew10%, witha 1%
fiscal deficit. It went into 2008, a
strong, robust economy. And that's
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hy 2008 Now Looks Like a Pichic

precisely why India almost didn't
feel the 2008 crisis

Today, for India, the Virus crisis
couldn’thave come &t a worse
time. There will be acut to GDP
growth, wh:ichalreaiy hasbeen
sickly last saveral quarters. The
scope foralarge stimulus is limi-
ted, given fiscal constraints (the
recentoil fall notwithstanding,
which again may be somewhat
nullified bya fallingrupee).

So whatshould youdo with your
money? It's inmomentslike this
that the mantra of Asset Allocation
starts to make sense.

Tacticalassetallocation, which
spreads investinents across key
asset classes, will eventually, ceter-
minemost of your returns, W-th
peace of mindas bonus.

Beingsimply a single trick pony
(ie, equities] simply coesn't work
well. Equities can't be the only slice
of the investment piza.

As investiment managers, wedo
know that equities are aseductivz
asset class. However, for now, other
asset classes appear more sedative.

Seduction can wait.
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