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As we leave 2017 and move into 
the New Year, we leave behind a 

year of strong equity returns in India. 
The main index, the Nifty 50 index 
was up almost 30%, solidly climbing 
eight months of the year. While India’s 
demographic story has many analysts 
comparing China’s hare with India’s 
tortoise performance, India’s equity 
markets have hardly outperformed its 
peer group. While emerging markets 
continue to see fund inflows, most of 
the MSCI, apart from Pakistan, have 
done better than India in the last few 
years.

In fact, while everyone ‘knows’ how 
well India has performed, it is more of 
a surprise that the US SP500 index has 
done just as well, more or less, over a 
multi-year period.

 While most countries have experienced 
increased P/E multiple expansion, 
India has the potential to see stronger 
earnings in the future. 

As India is set to become the world’s 
most populated nation within five 
years, we ask how that is going to 
translate into investment returns.   

Source: Hinde Capital / Bloomberg

INDIA OVERVIEW

Source: Hinde Capital / Bloomberg
Source: Hinde Capital / Bloomberg
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The high growth rate has seen the demand for oil 
continue. The collapse in world oil prices from over 
100 dollars / barrel in 2013 to the low of under 30 
dollars/barrel in early 2016 brought many benefits 
to the oil importing nation of India, with inflation 
rates and bond yields dropping dramatically.  As 
the recovery in oil prices continues, with global 
growth gobbling up the excess inventories, we have 
experienced a reversal of fortunes in the last few 
months. Oil makes up to 8% of the CPI index but 
its input price affects many other sectors. The trade 
deficit is widening accordingly, and bond yields are 
backing up fast.CAPE, Cyclically adjusted Price/Earnings ratio

Source: Hinde Capital / Bloomberg

Source: Hinde Capital / Bloomberg

Source: Hinde Capital / Bloomberg
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AN UNDERSTANDING OF...
INFOSYS LTD (INFO IB EQUITY)

The company’s history dates back to the early 1980s when 
seven engineers it set up in Pune, West India, with an 
initial capital of $250. Their first client was the New York-
based Data Basics Corporation and Infosys went public 
in 1993 on the Indian exchanges. (The original IPO was 
undersubscribed until Morgan Stanley stepped in to take 
the remaining 13%.) Its ADR listing was then shifted to 
the NYSE Euronext, having initially been placed on the 
NASDAQ in 1999. At the time of its listing in the US, Infosys 
was among the top 20 companies by market capitalisation. 

The firm’s revenue generation has gone up 100x over an 
18-year period as it has expanded throughout Asia, Europe 
and the US. It employs individuals from 129 different 
nations and 39% of the workforce is women.

Narayana Murthy was the lead founder and guided the 
company for its first 21 years. After that, it was always 
commanded by one of its founder members (there are 
seven in total), who own 12.75% of the company as a 
combined unit.  In 2014, Dr Vishal Sikka bucked the trend 
at Infosys by being the first ever individual (please see table 
below) to be appointed as CEO, outside of the members 
shown above. Unfortunately, Vishal’s time at Infosys was 
highly fraught and he was forced to step down in Q42017. 

Salil Parekh, another outsider, was selected to repair, 
recover and push Infosys forward, and has performed 
what many would consider a miracle at Capgemini (India).
 

Infosys’s journey over the past 35 years has seen it 
capitalise on various situations that have enabled it to 
become one of the biggest companies in the world. It has 
led India’s emergence within the software industry and 
made India a global destination for talent. The company 
is at yet another inflection point as the firm recovers from 
the tremors it has suffered over the past 24 months and 

The company was initially floated in 1993 and has a dual listing, trading on public exchanges in both 
India and the United States. It generates revenues of over $10bn, employing more than 200,000 
individuals.   The company went through a very unsettling period in 2017, as there was a very public 
boardroom battle. Vishal Sikka (CEO at the time) came under continuous public criticism and was 
eventually ousted from his post. 

Infosys Ltd is a multinational 
giant that provides business 

consulting, IT and outsourcing 
services from its headquarters 
in Bengaluru, India. Since it was 
founded in 1981, Infosys has 
become one of the largest IT 
solutions providers in the world 
by revenue and geographic 
exposure. The company has 
a market capitalisation that 
exceeds $34bn (₹226,000crores), 
placing it amongst some of the 
biggest companies in the world.
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AN UNDERSTANDING OF...
INFOSYS LTD (INFO IB EQUITY)

looks to a new era that will see the merger between human 
and artificial intelligence (AI).  

Infosys Performance

The IT outsourcing industry has had a tough period over 
the last 18 months. We first mentioned the mega company 
in October 2017, and since its highs in June 2016, Infosys 
has fallen over 30% and 50% on an absolute and relative 
basis respectively. It was forced down to these lows 
after facing internal strife at boardroom level while also 
facing the potential threats of Trump, Brexit, corporate 
governance issues and AI. At the point of review, Infosys 
traded at a mere 12X price/earnings and at an 18-month 
RSI, which tends to be a very reliable long-term technical 
buy signal. Like many of our candidates, this stock’s price, 
relative to the broader market, traded close to its trough 
on an oscillation basis. It is important to recognise that 
Infosys has significantly underperformed its biggest rivals, 
including Wipro and Tata Consultancy Services (TCS), 
which have both recovered and re-emerged from their 
lows. Infosys’s share price has come under pressure since 
2016 due to: 

• An internal dispute between the former CFO Bansal, 
CEO Sikka and founder Murthy 

• Corporate governance issues surrounding M&A activity
• The emergence of AI and its implementation within 

the real world
• Trump and Brexit threatening the outsourcing industry

 Civil War

On the 14th of June 2014, after 12 successful years at 
German software giant SAP, Vishal Sikka made history 
by being the first individual outside of the founder group 
to become Infosys CEO. The group’s seven individuals 

approved the appointment but they ultimately found it 
too difficult to handle this alien situation. 

The battle at Infosys created the same level of instability 
that was seen within the Tata Group between 2016/2017. 
Disapproval of Sikka quickly gathered pace as the founders 
were disturbed by the remuneration and ‘generous 
severance’ given to former CFO Rajiv Bansal. This revolt 
was led by Murthy (known for his simple and prudent 
lifestyle) who suggested that the company's other 
leaders had striven hard for years to install the best 
governance within India. However, he felt that these 
standards had dropped and suggested that “by providing 
a large severance pay (with 100% variable) to only some 
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departing employees while giving only 80% variables to 
others” created a cause for concern as “such payments 
raise doubts whether the company is using such payments 
as hush money to hide something”.

The barrage of criticism continued with Narayan openly 
questioning the young CEO’s abilities. He threw out Sikka’s 

prediction that the company would more than double 
their revenues by 2020, saying that: “All that I hear from 
at least three independent directors, including Mr Ravi 
Venkatesan (co-chairman), are complaints about Dr Sikka. 
They have told me umpteen times that Dr Sikka is not a 
CEO material but CTO material.” 

Unable to take any more of the “unrelenting, baseless, 
malicious and personal attacks”, Sikka left his role, despite 
earlier stating that “I am a Kshatriya warrior, I am here 
to fight”. 

It is not surprising that the level of uncertainty created by 
this internal dispute at a publicly listed company forced 
its share price to fall. A lack of harmony at the top of the 
organisation was hardly going to give investors the safety, 
certainty and belief they were looking for. Infosys’s share 
price fell sharply as investors became worried there was 
a lack of internal focus with no real captain at the helm. 

Artificial Intelligence Attacks

Over the years, India has carved out a global reputation 
for itself through its highly adept IT industry. The country’s 
growth has been highly correlated to the expansion of its 
IT sector. Having had years of success, this industry is now 
under attack given the increased focus on automation. The 
arrival of AI within this industry has put vendors under 
serious pressure. It is forcing many of them to hone in on 
the skills of their techies and invest in new technologies to 
help them keep up, let alone deliver an even better service. 

Bold and imaginative ideas are required as all the 
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providers, including Infosys, are playing catch up. While 
changes are being implemented, they are potentially being 
introduced at a pace that is slower than required. A whole 
host of industries have adopted evolving AI technology 
and put significant pressure on the IT industry, which has 
compounded the situation. Leading figures within the 
marketplace have highlighted that the IT services industry 
in India (as it stood) would slowly become obsolete in the 
absence of innovation and the adoption of automation. 

Shockwaves have emanated across the IT sector as an 
inability to service clients has caused Infosys’s share price 
to collapse. The introduction of new technologies and the 
need to adapt quickly has put many players on the back 
foot, struggling to keep up. Furthermore, many are worried 
about the potential job losses due to the acceleration that 
we are seeing in automation.
 
Trump & Brexit

The international political scene has created turmoil 
for the IT industry since 2016. Industry players have lost 
significant business as numerous corporate clients have 
reined in their spending, given the change in the global 
landscape with the election of Donald Trump and his 
protectionist mindset. With the US being one of India’s 
biggest trading partners, especially when it comes to 
IT outsourcing, Trump’s protectionist views have sent 
shockwaves across the IT sector in Asia. Many are worried 

as the Republican Party looks to pass the Protect and 
Grow American Jobs Act, which will look to:

• Prohibit employers from replacing American workers 
with H-1B employees – with no exceptions available

• Lengthen the current 90-day, no-layoff, policy 
for H-1B dependent employers and their client 
companies

• Increase the $60,000 salary threshold exemption to 
$90,000

• Eliminate the Master’s Degree exemption

By passing this new act, Trump is looking to force the hand 
of employers within the US. As hiring highly skilled workers 
from abroad becomes more expensive and complicated, 
it will ultimately make American workers a competitive 
option once again. Understandably, outsourcing firms 
such as Infosys have seen the share price react in a not so 
positive manner, compounding their ever-growing issues.  

Brexit has clearly added to the woes of the IT sector, as it has 
created further levels of uncertainty across the business 
environment. For the IT sector in India, over a fourth of 
its revenues come from Europe and a high proportion 
of these are derived from the UK. When the Royal Bank 
of Scotland and several other entities announced their 
decision to cancel or delay their contracts’ decisions with 
Infosys, it struck new fear into the hearts of its investors.
With an anti-globalisation trend forming, industry bodies, 
such as NASSCOM, were forced to slash growth prospects 
for the industry, cementing the depression. 

Questionable M&A Deals

As part of Infosys’s regeneration over the past two years, 
the IT giant bought out two companies, Panaya and mobile 
commerce firm Skava. Unfortunately, soon after the 
Panaya acquisition some of Infosys’s founders (including 
Murthy) questioned the rationale of the transaction. This 
situation was then followed by an anonymous email 
which suggesting that management had made the wrong 
decision, pointing the finger at Sikka and Suri (formerly 
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in charge of M&A transactions) as it was claimed they had 
profited from the deal as both had prior investments in 
the firm.   

Finally Got What They 
Wanted 
 
Despite his clear 
talents, Vishal Sikka 
was effectively pushed 
out of Infosys. Many 
may feel that the 
founder group exerted 
too much pressure on 
Sikka, and at times the 
tactics were considered 
underhand. However, 
the young general 
leaving has 
brought an end to 

the very public feud that stifled the company and stopped 
it from operating properly. A period of calm is certainly 
what the doctor ordered given the stormy environment 
that certainly alienated many of the workforce between 
2016/2017. Infosys’s interim CEO Nandan Nilekani recently 
announced that they have selected Salil Parekh to take 
over the mantle. This immediately brought relief to Infosys’ 
share price, as investors were well aware that Salil had 
been selected with the founders’ backing, eradicating the 
possibility of another boardroom battle. Murthy, publicly 
welcomed Parekh’s appointment, believing that they are 
cut from the same cloth and Salil will prove to be a worthy 
leader with his background in turning around companies.
 
Infosys seem to have finally found a man with in-depth 
experience within the firm’s core North American 
and European markets. He has also proven himself in 
driving operative efficiencies and handling significant 
acquisitions, making Salil the perfect candidate to repair 
the company’s revenues and help Infosys to reclaim its 
former glories. 

 

Artificial Intelligence – The Saviour 

The emergence of AI and the speed of its uptake has 
caught the IT services industry by surprise. This has led 
to several leading figures pointing out that the industry 
in India is slowly becoming obsolete in the absence of 
innovation and adoption of automation. Experts have 
gone on to suggest that a large proportion of the work 
that used to be conducted by humans at service providers, 
such as Infosys, could now be performed by AI systems.
Despite all the vocal comments about the IT industry 
in India, it is important to take note that, contrary to 
popular belief, Infosys was quick to react to the changing 
environment. They started investing heavily in AI and 
cloud based computing at the very beginning of Sikka’s 
reign. The company has gone on to reiterate that they 
would like to be the “partners of choice for tomorrow’s 
digital businesses, developing its own artificial intelligence 
tool” called INFOSYS ‘NIA’. 

One thing is for certain, whichever management team has 
been in place, they have always believed in their ability 
to manoeuvre Infosys’s business based on future trends, 
and always shown a serious commitment to designing 
and delivering next-generation services to its clients. The 
company has always delivered a service and products that 
help the end user to drive their own innovative process 

We believe the appointment of Salil will be an 
inflection point for the firm as it removes one of 
the biggest pressures weighing heavily on Infosys’s 
shoulders. In fact it will help to propel the company 
and push it towards attaining the $20bn revenue 
target that Sikka’s had originally suggested and was 
criticised for by the founders. 

Infosys came under severe pressure during the course 
of 2016/2017 due to a confluence of factors. We believe 
the stock’s down trade has been overdone and at 
its current valuation, all the bad news is priced in. 
Infosys offers a solid dividend yield of 2.5% that is well 
protected by the firm’s free cash flow. The company is 
currently trading towards the bottom of its forward P/E 
ratio range at 12x. Several negative factors described 
above have hampered Infosys’s share price over the 
past 18 months. As these are unlikely to remain as 
legitimate reasons, it is clear that Infosys is ready to 
recover from its depressed levels. 
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and ultimately accelerate their business performance. 
Currently, there is a significant push towards cloud-based 
applications, helping Infosys and its clients to achieve 
greater performance within today’s ever-changing 
ecosystem. 

The group believes that several bolt-on acquisitions and 
Infosys’s new AI platform, ‘NIA’, will help them to automate 
several aspects across their fixed-price projects. This, in 
turn, will help the services giant to make savings and its 
engineers to work more efficiently. The new system will 
help reduce errors and save on wage costs by deploying 
workers in a more efficient manner to help complete 
a task. Finally, the new AI platform will help clients to 
process their work more efficiently while also extracting 
and collecting data. This will help each of Infosys’s clients 
to provide a more catered service to their own client base.

 

 Who cares about Trump & Brexit?

With Trump threatening to destroy Infosys’s business 
in the US through his ruling on higher qualified visas, 
investors unsurprisingly did not take well to this news flow. 
Brexit has caused an even bigger headache given that a 
large proportion of Infosys’s revenues are derived from 
these two regions. Despite these threats, investors should 
remain calm as the appointment of Salil Parekh ensures 
that the company is being guided by an individual who 
will look to counter these threats by transforming Infosys’s 
business from the inside out, delivering a high level of 
operational efficiencies, as he did at Capgemini (India).

It is also believed that Parekh will look to diversify the 
firm’s business, moving away from the tech giant’s reliance 
on the United States and Europe while also diversifying 
the firm’s business offering, spreading their risks rather 
than being so focused in many ways. 

More importantly, the emergence of AI and its rapid growth 
means that several tasks which used to be performed by 
Infosys’s workers could now be managed by algorithms, 
reducing the firm’s exposure to the US visa situation. 
Similarly, Brexit should not worry investors as ultimately 
the firms project work could all be automated, creating 
a highly efficient organisation. 

The investment community has been worried about 
the issue of hyper-automation, but it is precisely what 
the management team at Infosys wants to make “one 
of their central pillars”. It is believed that this new 
direction will help transform the firm’s business, 
improve operating margins over the next three years 
and help a reversion in the stock’s market value. 

In our opinion, we believe Infosys’s negative price 
action, due to political events around the world in 
2016/17, was overdone. The rise of AI will overcome 
the issues that investors have been fretting about. 
Furthermore, with Parekh’s experience in optimising 
a business and managing its risks, we see him 
transforming Infosys’s operations and diversifying 
its activity, helping its valuations to revert higher. 
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Innocent until Proven Guilty… OR NOT

During his time as CEO, Sikka came under scrutiny 
following his purchase of two companies, Panaya and 
Skava. Murthy flagged irregularities in the Panaya deal, 
suggesting that there were governance oversights. Adding 
to this criticism, former executives further questioned 
the deals. The situation turned ugly and an anonymous 
letter was sent to the Securities and Exchange Board of 
India (SEBI) hinting that the deal was overvalued and 
that some Infosys executives may have benefited from 
the transactions. As we know, Sikka left and did so before 
SEBI’s verdict. After fully completing their investigation, it 
was determined that the Panaya deal was legitimate and 
there was “no merit in the allegations of wrongdoing”, 
clearing Sikka’s name. 

Analysts’ Corner

Infosys Ltd is the leading IT operator and well known in 
the research community. It has been attributed with an 
average target price (TP) of 1120. This would represent an 
upside of over 15%, from current levels.  

Summary

Infosys is a global IT outsourcing provider that was hampered by a series of serious issues over the past 18 
months that saw the firm’s share price struggle. One of India’s biggest boardroom battles and two significant 
political events created powerful shock waves around Infosys. However, Vishal Sikka leaving his position as 
CEO and Salil Parekh taking over in 2018 has given the firm’s share price significant stability. Furthermore, the 
emergence of AI initially scared the IT sector, but with Infosys’s long-term involvement and development, it 
will enable the company to become a more efficient outfit and regain its former successes. 

The allegations made against Sikka was one of the 
reasons why Infosys saw its share price fall and remain 
suppressed. SEBI has negated the serious accusations 
made by several entities, which has alleviated some 
of the pressure surrounding the stock, and we believe 
that after a period of consolidation, it will help 
Infosys’s share price to retrace to a higher level. 
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While gold appreciated in most currencies over the 
course of 2017, it was seen as a poorer cousin 

compared to many outstanding equity performances and, 
of course, the massive crypto-currency gains.

The chart below of the commodity/equity ratio shows 
how ‘rich’ equities are to ‘cheap’ commodities. Despite 
how contained gold is around these levels, cyclically, it 
is very cheap.  

The GDX Miners Index was one of the worst performers 
globally last year despite the metal appreciation. The 
GDX/Gold ratio shows clearly how underwhelming the 
miners’ performance was. No doubt, all of Canada’s 
mining brokers have spent their time raising money for 
‘crypto-mining’ rather than actual mining.

Less than two years ago, I remember how most analysts 
believed that with oil below $35 and gold at $1150, gold 
was too expensive at over 30 on the ratio of barrels/gold 
oz. As a result, they recommended selling it. 

There was a widespread and ‘confirmed’ belief that oil 
was lower, for longer or forever. But in fact, it was oil that 
was cheap on the ratio. Despite all the ‘cheap, plentiful 
shale’ and the excess oil inventories, the rigs stopped 
production and the growing globally economy gobbled 
it up. Oil has now risen 100% to $65/ barrel and the gold/
oil ratio is back at 20.

The dollar weakness was the trade of 2017. After the 
euphoria of Trump’s election, the dollar index traded at 
103, but it has now fallen to 90, a very large yearly move. 
While the US looks to be at an economic peak – some 
nine years into the expansion with very low unemploy-
ment – the currency is forward looking to what happens 
next. Or just maybe, as a result of all the global money 
printing of the last decade, the reserve currency has to 
give up the ghost first?

INVESTMENT INSIGHT & GOLD UPDATE
INVESTMENT INSIGHT & GOLD UPDATE
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Most commodities, primarily priced in USD, will tend to 
have an inverse correlation to the USD currency, as you 
can see with gold above.

Our friends at the top research house, Variant Percep-
tion, show us that the US stock/bond ratio is potentially 
at extremes, with heavy 2018 inflows into equity funds 
and outflows from bond funds.
 
We should understand that India’s recent stellar equi-
ty performance was also matched with declining bond 
prices as yields have risen since last summer. Not neces-
sarily as extreme as in the US but worth watching none-
theless.

 
Last October’s huge state bank recapitalisation an-
nouncement saw shares in most banks surge, and some 
of the ones with the highest bad loans and weakest cap-
ital bases soared the most.

 
While loan growth had been picking up prior to this 
news, despite many banks claiming to ‘be unable to 
lend’, credit growth has risen dramatically afterwards. 
The positive effects of this and a rising M1 will help to 
support and improve the dip that was seen in GDP in the 
last year.

Source: Hinde Capital / Bloomberg

Source: Hinde Capital / Bloomberg

Source: Hinde Capital / Bloomberg

Source: Variant Perception

Source: Hinde Capital / Bloomberg

Source: Financial Times

INVESTMENT INSIGHT & GOLD UPDATE
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Source: Hinde Capital / Bloomberg

Source: Variant Perception

The month of January has continued where 2017 left 
off. Equities, especially in the US, continued to find new 
extremes on any measure. Super high valuations are 
not enough to stop a bull-market, but it is necessary to 
understand where we are in the cycle. Earnings growth 
makes India better placed than the developed markets 
to believe in long-term growth, even if, in the short-term, 
normal global correlation will see any weakness trans-
lated worldwide as bond yields continue higher. With 
the gold/oil ratio back at 20, gold looks far cheaper than 
oil, if we believe in the cheapness of commodities versus 
equities as the chart shows.

We have always been strong believers that rebalancing 
in any portfolio analysis is key to achieving superior in-
vestment returns. Today, stocks worldwide are histori-
cally high on any metrics and clearly expensive to bonds 
and commodities. In a typical permanent portfolio (as 
discussed in the previous India letter in Q3), it seems 
wise at this juncture to favour bonds over stocks in any 
% mix, commodities over stocks and gold over oil. At 
some time, probably in 2018, there may be some dra-
matic changes to these valuations that will come with-
out much warning.

INVESTMENT INSIGHT & GOLD UPDATE
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WOMEN IN INDIA & THEIR EVOLVING ROLE IN SOCIETY

It’s clear to see how a combination of man’s paid work 
outside the home, his easier and necessary access to 
education, and his role of ‘looking after’ financial affairs 
led to his ‘enhanced status’. Before long, as society 
progressed, woman trailed behind in education, wealth 
and rights. Feudal systems in developed worlds had more 
than enough class divisions, where lowly working-class 
men and women were equally downtrodden under the 
power of their masters.  

Machines had replaced physical power, wealth had seeded 
education and medical advances had seen child mortality 
and fertility rates drop.

As the level of education attained by women rose, their 
voices grew in strength and they demanded and fought 
for equal rights. Now the tide is turning in many ways and 
women are starting to control significant aspects of life 
with great success. 

INDIA'S FUTURE DRIVEN BY WOMEN

Gender equality is never far away from today’s headlines. Whether it is salary related, about rights, 
equal opportunities or acceptable behaviour, the march continues forward. Arguably, the concept 

of hunter-gatherers in primitive societies divided work by physical stature, but men and women 
had a similar status. While men might have been more adept at hunting and women at gathering 
while bearing and raising children, these small tribal groups existed at the time of humanity’s most 
successful adaptation. 

As this way of life slowly gave way with the invention of agriculture and domesticated pasturing, the 
accumulation of resources in larger groups required more defined laws. The development of these laws 
and the split workload seems to be at the root of gender inequality. In an age before contraception, 
the human fertility rate was very high. Despite more than half of all children dying before their second 
birthday, woman spent much of their time producing and caring for their offspring. Life expectancy 
was not much better in the 20th century for much of the globe.

THE GLOBAL FIGHT FOR WOMEN’S RIGHTS
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Women’s Rights Movement

The fight for women’s rights can be traced back to the 
tail end of the 1700s when the English philosopher Mary 
Wollstonecraft published a well distributed document 
called, ‘A Vindication of the Rights of Woman,’ which 
argued that women were not inferior to men but, in fact, 
lacked the education that men were receiving at the time. 
The document proposed that women should have equal 
access to education and that their participation within 
society would only help the British nation. 

Nearly 50 years later, the first ever women’s rights 
convention took place at Seneca Falls (United States) 
and was advertised as a gathering “to discuss the social, 
civil and religious condition and rights of woman”. The 
convention attracted widespread attention and was 
soon followed by other women’s rights conventions. The 
gathering at Seneca Falls was organised by female Quakers 
in conjunction with Elizabeth Cady Stanton. The event 
was planned during a trip to Philadelphia to see Lucretia 
Mott, who was famous for her oratorical ability, especially 
during a period when women were not allowed to speak in 
public. The meeting at Seneca Falls comprised of a series 
of sessions during which two documents were presented:

• Declaration of Sentiments
• List of Resolutions

Following their presentation, the documents were put 
forward for signatures and many attendees urged for 
the removal of the concept of the women’s right to vote. 
Despite this pushback, Fredrick Douglass, the convention's 
only African American participant, argued for its inclusion 
and the suffrage resolution was retained. Historians now 
view this gathering as the single most important step 
taken by women to gain greater social, civil and moral 
rights within society. It was an inflection point and the 
start of women’s struggle for complete equality. News 

of this gathering spread quickly and the women’s rights 
movement was born. It quickly moved across international 
seas and over the next few years, momentum picked up. 
As a result, the issues surrounding the women’s right to 
vote became a central talking point within this movement. 

Suffrage

Women’s suffrage was the right for women to vote in 
elections. This was a continuation of the women’s rights 
movement and the latter part of the 19th century saw 
much progress made. New Zealand became the first 
country in the world to give women the right to vote in 
1893 and this was soon followed by Southern Australia. 
1906 saw Finland become the first country in the world to 
implement truly universal full suffrage by giving women 
full political rights. The world’s first female Member of 
Parliament was elected in Finland a year later. In the UK, 
Emmeline Pankhurst led woman’s suffrage in the early 
20th century. In 1913, the suffragette Emily Davidson was 
killed by the King’s horse at the Epsom Derby as she strode 
on to the racecourse in protest. The effects of the Great 
War of 1914-1918 had a big impact on helping the cause, 
as women were called to do traditional men’s jobs when 
most of the male population was away fighting. By 1928, 
the Representation of the People Act saw women being 
given equal rights in the UK. In 2015, Saudi Arabia finally 
allowed woman to vote in elections for the first time.

Suffrage in India

Women in India gained their right to vote in 1947, but 
their fight began in 1917 when the Women’s Indian 
Association (WIA) was set up. The organisation looked 
to gain votes for women that were on an equal basis to 
men and this was actually endorsed by one of the main 
political groups, the Indian National Congress. In 1919, 
the Montagu-Chelmsford Reforms were introduced by 
the British Colonial government as a way of introducing 
self-governing institutions within India. These formed the 
basis of the Government of India Act 1919 that eventually 
gave power to grant women’s suffrage. In India, Madras 
was the first to grant votes to a small proportion of its 
women population (coming from a wealthy and educated 
background) and many other regions followed their 
lead. In the Punjab, the Sikh community granted women 
the right to vote, irrespective of their educational or 
wealth background, when the Gurdwara Act of 1925 was 
approved. There were large pockets of change in India 
but the Government of India Act 1935 saw the British Raj 
set up a segregated system for women and there was 
significant opposition to this. Congress had promised a 
universal system when it came into power in 1931 and 
this was implemented in 1947. 

Note: The countries are colour-coded by region: red is East Asia and the Pacific, orange 
is Europe and Central Asia, yellow is the Americas, green is the Middle East and North 
Africa, light blue is South Asia, and dark blue is Sub-Saharan Africa.

In Asia, India gave women the right to vote when 
it became a democracy in 1947, following its 
independence from the British Crown.  

INDIA'S FUTURE DRIVEN BY WOMEN



16             HINDESIGHT India Letter    

What is the current situation in India and around the 
world?

Despite history showing us that women have fought and 
won rights for themselves, there are still large proportions 
around the world who are dictated by gender roles in their 
daily life. There are significant parts of Asia where women 
assume the housewife role and men are the breadwinners. 
India falls into this category with less than 30% of its 
female population being engaged in the labour force. 

The relationship between women’s engagement in the 
labour market and the broader economy is a complex 
situation. It is clear from observing the developing 
economies across the world that women’s participation 
rates throughout history have varied more compared to 
men’s. Currently, this level is below 30% in Middle East, 
North Africa and South Asia, whereas the participation 
rate for men in these areas has reached above 75%. 
These differences are driven by a wide range of economic 
and social variables that include falling fertility rates, 
social norms, economic growth and increasing levels 
of education. Looking around the world, the gender 
participation rate gap is most pronounced in South Asia. 

Growth in gross domestic product for any country is 
primarily driven by two factors, an expanding workforce 
and rising productivity. In the US, 65% of GDP growth 
in the 1960-1970 baby boom era came from workforce 
expansion. Today, nearly 80% comes from productivity 
increases. In the last 50 years, women have gone from 

holding 37% of all jobs to nearly 50%. That’s almost 
40 million more women as the gender labour force 
participation rates converge. The US economy would be 
25% smaller today without that change.

It is well known that India will not only be the most 
populated nation on Earth within five years, but also the 
country with the largest growing working age population. 
A country where 600 million people, almost half the 
population, will be under 25 years old. Some of the 
statistics are truly frightening, such as one million Indians 
enter the job market every month. The economists talk 
about India’s youth bracket’s 3E problem – uneducated, 
unemployed or unemployable. While the logistics are a 
great challenge, the tailwinds for increasing GDP from 
these young people, and especially women, is clear. 

`
 

Raising this rate is a high priority, not only because of 
the diverse benefits that increased economic autonomy 
brings to women, but also because growth is likely to be 
stronger when more working age citizens of either gender 
are employed. 

Three key areas have driven the engagement rate in India, 
which are combining on both a household and macro 
level. 

Source: Hinde Capital / Bloomberg

Source: Hinde Capital / Bloomberg

The most notable fall in the engagement of women 
has been in the Indian labour force. This has occurred 
despite strong economic growth, rising wages and 
incomes over the past two decades. 

INDIA'S FUTURE DRIVEN BY WOMEN
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These are: 

• Rising educational enrolment of young women
• Lack of employment opportunities
• The effect of household income on participation

Rising level of education

Over the last decade, there has been an increase in the 
number of girls being educated and so a rising proportion 
of these women of a working age are going on to enrol in 
secondary schools. In many ways, this has been brought 
about by government efforts to support more girls so that 
they can attain the right level of schooling. With India’s 
economy growing at one of the fastest rates in the world, 
household incomes are rising rapidly. This growth in 
prosperity is enabling many girls to stay in education for 
much longer as domestic duties are being taken care of 
by servants. Over time, this rise in education is having one 
of three impacts by:

• Encouraging more women into the labour force
• Causing a delay in fertility
• Increasing women’s bargaining power within the 

household

With all three of the effects described above, India 
is headed towards better living standards and further 
economic growth, which can already be seen within 
pockets of Indian society. 

The drop in women’s participation rate is a temporary 
shift as the country goes through significant structural 
changes. As many more women strive to attain a good 
level of education – not only in India, but also abroad 
in some of the most prestigious establishments across 
the world – this unaccounted section of the population 
is garnering the necessary tools to help push India into 

becoming the world’s leading economy. The fact that 
more women are choosing to have children at a later age 
and also receiving a better education is enabling them to 
become a more pronounced voice within their household. 
This in itself is helping to change India as it moves towards 
a more balanced landscape with better living standards. 

Lack of job creation for women

Unfortunately, given the nature of India’s economic growth 
and its drivers, the country has not generated enough jobs 
that can be readily assumed by women. Several surveys 
around India have indicated that a large proportion of 
women have listed their occupation as domestic duties. 
Most interestingly, a large proportion of these women 
reported their willingness to accept work if it was made 
available to them at their household premises. When it 
came to the topic of working part-time, 74% and 70% of 
women in rural and urban areas respectively suggested 
they were willing to assume this level of work on a regular 
basis. Despite many blaming a lack of job creation, it is 
important to understand that initiatives such as ‘Skill 
India’ and ‘Made in India’ are changing this significantly 
by specifically looking to allocate women into the nation’s 
workforce. Unfortunately, this has not translated into a 
higher female LFPR (Labour force participation rate) as 
it has in other countries because they have struggled to 
recruit women, place them in jobs and keep them in jobs 
once they are placed. 

Why isn’t India following the same trajectory as most 
other countries with a similar level of growth, where 
female LFPR rises with GDP? 

The low level of labour force engagement within India’s 
women population is clearly not a result of a lack of 
government support, nor is it due to a lack of interest 
from women. Instead, it is increasingly apparent that an 
important part of this answer appears to come from the 
social norms about appropriate behaviour for women and 
the enforcement of these by women’s parents, partners 
and parent-in-laws. The India Development survey showed 
that a very large fraction of women in India required 
permission from a leading family member to even go to 
the local shop or see the doctor. Given the difficulties that 
many face just carrying out daily tasks, it is not surprising 
that many are not given a chance to enter the workforce 
without serious difficulties. On the ground, research has 
shown that family pressure and responsibilities are by 
far the most common reason for why women have not 
accepted jobs or eventually quit them. 

With the real stumbling block being the social norm, 
as opposed to lack of resources or human capital, true 
change across India is only going to occur through smarter 
policy responses. It was hoped the Mahatma Gandhi 
National Rural Employment Guarantee Act, passed in 
2005, would bring social security. It aimed to guarantee 

INDIA'S FUTURE DRIVEN BY WOMEN
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the ‘right to work’ and it has brought some success in 
targeting women, mainly through providing employment 
close to the home. 

A secondary issue is that it was the norm until recently for 
employers to pay women’s wages into the bank account 
of the family head, who is usually the male. Trials are 
being conducted across rural parts of India that look to 
provide women with their own bank accounts, and also 
have their wages paid directly into these accounts. Each of 
these women have also been given basic financial literacy 
training so that they are aware of how to use their new 
accounts. These trials have shown that women who were 
observed under these trials reported a 25% rise in earnings 
and 60% higher bank balances. These individuals have 
also shown a level of independence and started to make 
more household purchases with their own money without 
having to ask permission. The research has so far shown 
that women offered a basic level of education in business 
and finance skills are potentially willing to take out a loan 
for home improvements. The women who were part of the 
trial and asked to bring a friend were even more likely to 
take out a loan for business purposes. 

With women being educated and given a level of 
independence that enables them to restore their 
bargaining power within the household, it is clear this 
will stimulate activity within a layer of India’s economy 
that has not been active before. With women being given 
a level of autonomy through being offered the necessary 

tools and education, we can see their bargaining power 
rising, As a result, they will eventually become consumers 
themselves, elevating India’s economic growth to the 
next level. It is clear, however, that unless the social 
norms around women’s work change, this next level of 
economic growth will never be reached. Policies should 
centre around the acceptability of female employment 
throughout India, with a specific focus on rural areas. 

From 1890 to 1980, the US went through periods of low 
labour force participation within its female population. 
There was a shift occurring (particularly within white 
females) that saw activity moving from the home and 
the family farm to a more centralised marketplace. These 
changes occurred as there was a shift in the structure of 
the economy and its educational levels rose that affected 
women’s participation rates decades later. The increase in 
the participation of women and in their relative earnings 
was associated with an increase in national income that 
was 16% to 28% higher than the increase in male earnings 
alone. It is important to understand that even in the US, at 
the very early stages of these structural changes, labour 
force participation dropped as women gained new levels 
of education, which is similar to the current situation in 
India. It seems that India is following a similar path to that 
of the US and its past relationship between female labour 
force participation and economic growth. It is important 
to realise that India is supported by technology and media 
that will help to accelerate the changes and encourage 
more structural policy changes at a faster rate.  

INDIA'S FUTURE DRIVEN BY WOMEN
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Summary

India has gone through a significant period of change over the past three decades. The country has changed 
having experienced substantial economic growth and a structural shift in the economy supported by the 
government. These changes have led to a high rate of urbanisation, higher level of education and a drop in the 
national fertility rate. While these changes have been occurring there has been a fall in the economic activity 
generated by the women in the country. 

With the economy growing and household incomes rising, it is argued that many women’s preferences have 
changed, as their family units are getting wealthier without their economic contribution. However, this is 
happening in older generations whereas the younger women in India are being encouraged to attain a robust 
education. Many of the younger, hungrier women within India are travelling abroad, attaining an education at 
some of the most prestigious institutes across the world and bringing this knowledge back to India, starting up 
some of the most innovative companies in the world. These will feed back into the economy, as more women 
are encouraged to join the working environment and eventually become consumers themselves.   

Up until now, growth within India has been driven by the services sector as opposed to the agricultural and 
manufacturing industries. Unfortunately, the services industry within India is dominated by males and so far 
less woman have been trained to possess the required skills to work within this industry group. These changes 
will only really take full effect when genuine policy changes are implemented with women being given the 
skills required to work within the services sector. These skills will come from society (rural or urban) accepting 
that it is perfectly normal for women to work alongside men. Ultimately, women’s participation within the 
services, and other industries where their involvement has been sparse, will help to propel the Indian economy 
into unchartered positive territory.

Source: Hinde Capital / United Nations

INDIA'S FUTURE DRIVEN BY WOMEN



20             HINDESIGHT India Letter    

INDIA'S FUTURE DRIVEN BY WOMEN

India needs to educate, train and employ its youth, but faces many challenges ahead. Talk of the need 
to build 1,000 universities and 50,000 colleges over the next ten years to cope with the task is clearly 
a pipe dream. But as India’s population overtakes China in the coming years, we need to understand 
that for India’s GDP to close the gap, it needs to solve this problem. 
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Our key to long-term performance investing is premised 
on the following:

• Systematic rule-based strategy
• Systematic risk and money management
• Occam’s razor, aka ‘K.I.S.S.’, Keep It Simple Stupid
• Consistency
• Discipline

All our investment ideas are derived through rule-based 
methodologies, driven by our quantitative models. The 
beauty of our model is that it guides us to the potential 
opportunities rather than us having to scour for them. 
The system tends to highlight numerous single stock 
investments but it also gives us insights into how industry 
groups are performing. Clustering enables us to identify 
whether opportunities are arising due to an idiosyncratic 
situation within a particular business or if there is a general 
secular weakness in any particular industry. 
Hinde India Strategy

Hinde India Strategy seeks to generate a total return from 
an actively managed basket of stocks listed in India. The 
strategy selects highly liquid, mid-to-large capitalised 
stocks on a risk adjusted-weight basis, which offer the 
highest total return potential. 

Hinde Value Matrix ®

The strategy employs a quantitative methodology that is 

overlaid with qualitative and technical research, whereby 
the top 100 market capitalised stocks in India are screened 
using the Hinde Value Matrix®, a proprietary system. 

The basic premise is to identify and invest undervalued 
opportunities where the business model is still intact 
and the opportunity has arisen due to a distinctive event 
or industry downturn. The model looks to assess every 
individual company on a performance, fundamental/
quality, seasonal and dividend basis. Each company 
is then overlaid with an earning earnings growth filter. 
Any successful opportunities are then investigated on 
a qualitative basis whereby we look to understand why 
each candidate has performance poorly and looking to 
understand the story behind the stock and if this supports 
a recovery story. Technical models that we have developed 
help us to time our entry and exit in to stocks that complete 
our screening process. 

The basis of the stock selection process is the Hinde Value 
Matrix®, which is a derived process that looks at 3 crucial 
variables:

* Beta is the stock’s sensitivity to market movements, e.g. 
if a share has a beta of 1.5 its price tends to move by 1.5% 
for each 1% move in the index

1. Performance Screen

The top ranking stocks have the poorest relative 
performance to their index over multiple time horizons.

APPENDIX

HOW WE THINK
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A composite rank of the following criteria provides the 
Performance Rank:

• Stock relative performance ranked over multiple 
time periods

• Average of time periods taken to select rank of 
stocks

2. Value Screen

The top ranking stocks by key fundamental criteria show 
stable fundamentals and exhibit upside momentum 
growth potential. The following are some of the criteria 
that provide the Value Rank:

• Value - Price to Book (intangible book adjustment), 
Free Cash Flow metrics

• Volatility - Stock variance 
• Liquidity - Minimum market capitalisation relative 

to index, Shares outstanding
• Financial Stability - Debt levels, Coverage and 

Payout ratios

3. Quality

Assessing the stability of margins and particular metrics

4. Seasonality

The score looks to ascertain how each stock has performed 
in the preceding 3 months (relative to a selected valuation 
date) on a historical basis. This model takes in to account a 
range of return and volatility skews to allocate each stock 
with a seasonality score. 

5. Dividend Screen

The top ranking stocks will be those offering a relatively 
high dividend. A composite of the following criteria 
comprises the Dividend Rank:

• Relative Dividend Yield
• Dividend Capture
• Payout ratios

The Relative Dividend Yield assesses if a company pays a 
higher dividend than the Index it derives from (BSE100). 
The Dividend Capture criteria explain how quickly and 
how much of the dividend is paid at any point in time. The 
Payout Ratio gives a snapshot of whether a company will 

be able to maintain and grow its dividend. It helps us to 
assess how much of a company’s revenue, profit or cash 
flow is paid out in dividends.

The lower the amount of dividends paid out as a percentage 
of profits, the healthier future dividend potential will be. 
History is for once a good guide as to whether companies 
will continue to pay and grow their dividends. A stock 
with an excessively high yield relative to its sector or the 
overall market is invariably showing signs of heightened 
risk to its dividend sustainability and often the viability 
of the company itself. The screen incorporates a limit on 
yield dispersions from the overall market.

6. External Analyst Score (EAS)

This score is derived from 3 inputs that have been obtained 
from all the external analysts at leading institutions who 
are covering the stock:

• 12 month target price in relation to current price.
• The number of analysts covering the stock.
• The recommendation analysis, e.g. STRONG SELL, 

SELL, UNDERPERFORM or HOLD.

This score is used to observe the other analysts’ view of the 
stock and is helpful when understanding the methodology 
that other analysts use to determine their 12-month target 
price. We ultimately get a blend of price targets that is 
based on different valuation metrics.

EAS Score Output:

1. The combined score will vary from 30-70
2. A stock with a lowest score of 30 shows the majority 

of analysts not only have a full sell/underweight 
recommendation, but also a low 12-month target 
price in relation to current price. 

3. A stock with the highest score of 70 shows the 
majority of analysts not only have a full buy/
overweight recommendation, but also a high 
12-month target price in relation to current price.

Note: 

On a standalone basis, the EAS score must be viewed in 
the following context:

• Equity analysts issue far more positive 
recommendations than negative

• If all analysts are overwhelmingly bearish or bullish, 
then this can signal a contrarian position be held, 
but this is determinate on the where the stock is 
valued. 
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