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Market review

The S&P IFCI fell by 6.39% (USD terms) in December, with the INR contributing to this fall as it 
weakened by 1.6% against the USD. Large cap indices outperformed mid cap indices which in 
turn outperformed small cap indices. Foreign institutional investor selling was only USD 12m 
which was dwarfed by USD 168m of domestic institutional investor buying.

Inflation for November came in at 9.11%, roughly in line with expectations, and down from 9.73% 
in October.

Industrial production came in at -5.1% for October, significantly worse than consensus 
expectations. This hurt market sentiment.

The November trade deficit came in at USD 13.6bn, a big improvement from USD 19.9bn in 
October.

Current account deficit came in slightly better than consensus at USD 16.9bn for the September 
quarter.

Reserve Bank of India measures help arrest the rapid fall in the INR against the USD that started 
from August 2011.

Parliament remained caught up in issues such as corruption, FDI in retail, etc and made limited 
progress in December.

Summary

 The benchmark fell in December, with the INR contributing to this fall as it weakened 
against the USD

 Parliament remained caught up in issues such as corruption, foreign direct investments 
(FDI) in retail, etc and made limited progress

 Valuations remain in attractive territory and loads of opportunities exist below a thin layer of 
market favoured expensive stocks

 The Fund continues to position towards domestic cyclicals and eliminate some small 
positions in the portfolios and tone down some of our aggressive active bet positions



Portfolio strategy

The Fund underperformed the benchmark notwithstanding a positive start to the month.

Underweight consumer staples hurt the most as our key overweight within this sector, United Spirits, fell 
sharply. Information technology underweight also hurt mainly due to stock picking. The key positive was 
underweight energy where both sector allocation and stock picking were positive.

Jindal Steel & Power, a key holding, hurt performance as rumours of changes to power tariffs hit the stock 
towards the end of the month.

We continue to position towards domestic cyclicals and are targeting going overweight banks within the 
financial sector. We are looking to add new names within consumer discretionary and industrials.

We continue to eliminate some small positions in the portfolios and tone down some of our aggressive active 
bet positions.

Outlook

Inflation numbers have started to fall led by a collapse in food price inflation. We expect inflation to halve from 
the 2011 peak during 2012. Given the slowdown in GDP, the Government’s and Central Bank’s focus has 
turned to growth relative to inflation.

We expect monetary policy easing in the first quarter of Calendar Year (CY) 2012. Therefore, we continue to 
favour domestic cyclical sectors at the expense of domestic defensive sectors and global sectors.

Some key regional elections are scheduled in the first quarter of 2012 and the results of the Uttar Pradesh 
elections will be closely watched. If the Congress party does better than expected it could lead to changes in 
leadership with Rahul Gandhi taking one or more key posts, which would be taken as a positive. Post these 
elections we could see a pick up in Government decision making.

Also, given the corner the Government finds itself in, we do expect the Government to react and make some 
decisions. The beaten down industrial/infrastructure sector should be a beneficiary of such actions.

Valuations remain in attractive territory and loads of opportunities exist below a thin layer of market favoured 
expensive stocks. Consensus expectations are for 10-15% earnings growth in the years ending 31 March 2012 
and 2013.



Name Sector Weight (%) 

Cairn Energy Plc Oil & gas producers 10.2  

Maruti Suzuki India Automobiles & parts 8.4  

HCL Technologies Software & computer services 8.3  

State Bank of India Banks 5.7  

Jindal Steel & Power Industrial metals 5.0  

Aditya Birla Nuvo Personal goods 4.1  

Mahindra & Mahindra Industrial engineering 3.8  

Infosys Software & computer services 3.2  

Dr Reddy's Laboratories Pharmaceuticals & 
biotechnology 

3.1  

United Spirits Beverages 3.1  
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^Source: HSBC Investment Funds (Hong Kong) Limited as at 30 December 2011. For illustrative purposes 
only and does not constitute investment recommendation to buy or sell in the above-mentioned 
sectors/securities.

#Source: HSBC Global Asset Management & Morningstar as of 30 December 2011, dividend reinvested in 
USD terms. *Net of sales charge. Past performance is not indicative of future returns.



Disclaimer

This document is prepared for general information purpose only and the opinions expressed are subject to 
change without notice. The opinions expressed herein should not be considered to be a recommendation by 
HSBC Global Asset Management (Singapore) Limited to any reader of this material to buy or sell securities, 
commodities, currencies or other investments referred to herein. It is published for information only and does 
not have any regard to the specific investment objectives, financial situation and the particular needs of any 
specific person who may receive this document. Investors may wish to seek advice from a financial adviser 
before purchasing units in the fund. In the event that the investor chooses not to seek advice from a financial 
adviser, he should consider whether the fund in question is suitable for him.
The past performance of any fund and the manager and any economic and market trends/forecast are not 
necessarily indicative of the future or likely performance of the fund. Value of investment and units may go 
down as well as up, and the investor may not get back the original sum invested. Investors and potential 
investors should read the Singapore Information memorandum (including the risk warnings) which is available 
at HSBC Global Asset Management (Singapore) Limited or its authorised distributors, before investing. 
Changes in rates of currency exchange may affect significantly the value of the investment. 

HSBC Global Asset Management (Singapore) Limited, or its ultimate and intermediate holding companies, 
subsidiaries, affiliates, clients, directors and/or staff may, at anytime, have a position in the markets referred 
herein, and may buy or sell securities, currencies, or any other financial instruments in such markets.

HSBC Global Asset Management (Singapore) Limited has based this document on information obtained from 
sources it believes to be reliable but which it has not independently verified. Care has been taken to ensure 
the accuracy and completeness of this presentation but HSBC Global Asset Management (Singapore) 
Limited and HSBC Group accepts no responsibility for any errors or omissions contained therein.

HSBC Global Asset Management (Singapore) Limited is an Exempt Financial adviser and has been granted 
specific exemption under Regulation 36 of the Financial advisers Regulation from complying with Sections 25 
to 29, 32, 34 and 36 of the Financial Advisers Act.

HSBC Global Asset Management (Singapore) Limited 
21 Collyer Quay #10-01 HSBC Building Singapore 049320 
Telephone: (65) 6530 2860 Facsimile: (65) 6536 8689 
Website: www.assetmanagement.hsbc.com/sg
Company Registration No. 198602036R


