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Auto stocks may not accelerate 
Valuations are attractive butthe sector isfacing multiple headwinds 
PWIEfl {MADAM 
tooOeln,. a woumbee 

A:U  stocks are likely to con 
tinue with their underpteferin• 

we,as most companies its the 
sector grapple with MUIPple head-
walls. InOluding semiconductor 
shortage. rising Input Costs, end ICC 
auto:110613s facing competition Item AT THE BOTTOM 
eleetak whiclet (EVG.Although sleek 
valuations hare turned attractive. a0Se 
investors may be better off avoiding Nifty Petal 5,612.5 
auto stocks for now. 

Niftygealty 0118.4 'The auto sector is facing multiple 
headwInds.such aS Ill& raw ',menet NiltyPhanni 10.313.9 
priam and chip shOnnfte. the untie poi% 170763 
'tonal four-and lw0wheeler seg-
ments also face still competition Nifty 4,7728 
from the electric vehicle (EV1 seg. Infrestructire 
men, Though valuations are aurae- ,iftywo 39,6W6l 
live. aura StOCkS will remain under 
pressure. It Ma long mad to recovery NITYBank 36,5743 
for them: said A K Prabhakar. head giiva,,A, 10063.9 

theground keel, dUpshnages. 
aeodrdingtoaoaly'sam Jeteea,have 
already maned to hum Indian auto 
production and companies such as 
Wand. 3/4116 Auto and Royal Enfield 
- haw witnessed an increased impact 
in the September quarter (Q26'6221. 
Atisfull SWUM. fur inetanCe. repeat, 
Its vehicle production in September 
across Its plants in Haryana and 
Gujarat to drop 60 per cent because 
of chip shortage. 

Raw material costs have been 
another sore point for Indian auto. 
makers. The Indian steel 
ing to reports. is al high of 
267.500 a tonne. 5 per cent above the 
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15.7 Tali MODS 45.3 -21 
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15.7 Mahindo &Melinda 769.9 -3.1 
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13.5 bade Industries 1101 

9.0 116 NOVO 519.9 -94 

Id 'Wiretap Welles 111.1 -16.6 

June quarter inerage. The sprit alu. 
minium price at $2,674 a tonne is also 
12 per cent higher than the June 
quarter average. 

To counter the the In Input coml. 
Mann! Is hiking roves sums the 
board from September - the fourth 
such increase this year. While the 
hikes were minimal in the past three 
rounds. analysts expect the one In 
September to be %WPC,  Pen he 
In prices of raw materials. such as 
steel. aluminium, and comer. 

'Asian steel prices are holding up 
dembe a sharp fall in iron am Skiwing 

Credit pewit MS (abed concems 
about Chinese metal demand, 
although a seasonal pick•up in con. 
struction and infra tumulus avoid 
ormide tailwind: potential product!On 
cuts could also tighten supply in the 
emend half of the calendar year 2021 
(112CY21): wrote NIth Mangal and 
Sagar Sahu of Jefferies In a recent 
report. 

Besides the low.wheetersegmene 
demand for two.wheelers, 14(0:ding 
to .als Nis at J.M Financial. Is being 
impacted bycotruncdarrelated price 
hikes, Increase In fuel prices. the 

inn., on disposable 'Monte due to 
the second Cveld.19 wave. and a Cato 
Mon stance of consumer. given the 
possitglity of a third wave of Covad-19 
InfectiOne. 

EndUlryincelaareabeake.rthart 
nnnnal.ForrJall l<lemasa largeShare 
of enquines Is shifting online. There 
hose been ing.ces where oustomen 
have delayed purchase in the antici-
pation of the hunch of EV products 
from the existing OF.AterOla Electric: 
wrote Visok Kumar and Nitinn 
Aggam-ala of „TM Financial in a ment 
recede PleireOver, with volumes get. 
tine Impacted.low operating leverage 
n02 !lather h. chewer.. mg pro& 
mariMIS of automaletra. 

At the bonus. the Nifty Auto 
index has been the worst performer 
amongsennandlemthus far In 1,172. 
uP AG. 1.8 per cent as compared to 
around a 16 per cent rise in theNilly50 
index. the ACE Equity data shows. 
Mahindra 8 Mahlndra (MAW. has 
Mao, and Massa Stval in the time-
wheeler pack and TVS Meter and 
Hero MotoCorp in the two.wheeler 
segment have given below.par 
retUrrn. 

'Pent.. demand forautomcbiles 
will fade &ways°on as people take to 
robin 'tampon after being race-
=led ageing Caved. That soot chip 
shortage. thing fuel costs for con. 
turners, and firm input costs foram° 
manufacturers will keep demand in 
check. As a result. moss auto stocks 
will under-perform In the second half 
of FY22: said G Cheakkalingarn. 
founder and chief uwesonent officer 
at EquInondos Research. 

Opec+ sticks with planned supply hike 
MOONIER& 

Clew and lb allies agreed to suck to 
then exlmIng plan for gradual 
monthly oil-production Increases 
atom a beef video conference. 

Ministers ratlfkd the 400.000bar-
rel-a-day supply hike scheduled for 
OCtObel after less then an out of 
ltd151. one uf the quickest meetings'', 
recent memory and a stark contrast 
to the draw-wont negotiations seen in 
sty'. 

'Opec haw proven onoeagain that 

they can meet and do things seam. Mriants,The question c4w htther tr. 
lady." Chrlstyan Malek. head of oil and the US do a deal to lift sane-
and gas and JP1Morgan Chase 6 CO. lions on the Islamic Republic's oil 
said on Ploomberg TV. expons - currendy looking 
likely that harmony Is going HInIsbas less likely also hangs over 
to he utilized to respond ratified the 
flexibly to any further shifts 400,000 West 'Texas Intermediate 
In the trucker over the cone Imingfrargay pared earlier losses, trading 
mug war. hes-bd. supply hike 0.9 percent lower at S67/17 a 

While conditions may scheduled for barrel at 9.23 pm (151"). 
appear favorable for chisel October The Omanization of 
right now, there are .ter. Petroleum EgYOrling 
!Abelian on the hotiMn. Even as Countries and allies Including Russia 
demand recovers. ithasbeen buffeted are in the process of rolling back the 
by the emergence of new cormuvirus unprecedented output cuts Imple-
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'rented at the depth; of the Cuvld-19 
crass hut year. About 45 per 0011 of 
the Idle supply has already been 
revived.and inJulythe group 'Wow 
e plan for gradually returning the 
remainder through to September 
2022 With crude prices mostly rec.,
ered from theft midAugust slump 
.d the mPP1Y outlook rclatwelyUght 
for the rest of the year. the 23-nation 
coalition had lime mason to change 
the established schethde of gradual 
monthly supply hikes. despite a 
request from the White House to 
revive output fasten. 
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Global innovation funds 
are for savvy investors 
%Niro sacae NOSH 

Now that most hind house. have their divers,. 
Red international offerings - both active and 
F.:451W - io place. some of them ate launching 
thematic funds. One theme that has become 
asullabte recently ',global innovation. 

Aids Asset !Management Company's (AMC,) 
fund was launched In May. Kozak AMC's. In 
July. Both all lund-offunds IFoFsl. 

While the Axis Global Innovation FoF Invests 
in London-based Schroder International 
Selection Fund Global Disruption. gotak Global 
Innovation FoF invests in laucembaargelomi. 
riled Wellington Global Innovation Mind. 

DFL and fate AMC,' applications for the 
launch of such a fund are with the regulator. 

Access to disruptors 
These funds will give Indian investors a chance 
to Invest In companies that meat the forefront 
of innovation and are industry diSniptors. 

"We use the products and services of many 
of these Innovator companies. but have so far 
as been able to benefit from their business 
growth. Indian Investors will now be able to do 
so through this fund: tart Martha 17PadhSal. 
chief investment officer-equity, Rotel AMC. 

These funds offer investors a chance at out• 
sized gams. 

'litany of these innovators may not survive. 
but those that do tend to be large wealth cre-
ators.-says Upathwaya.Amazon being  
a pnme ekaMple. 

The pace of technological change 
has been a“elerat Mg in recent times. 

Many of these newly.emerged 1 
players are game changers. From an 
investment perspective. Investing. 
successful disruptors b a good way founder. Arvind Rao & Associates. 
to capture growth: says Ashwin YOUR They will be more expensive than 
Patni, head-products and alter. MONEY many International Index funds and 
natives. Aids AMC.   exchange-traded funds (F.Tro avail-

able now. "Alpha generation nil have 
to be higher to malty their costs. says Dhawan. 

To tap into the innovation theme, they will 
have to Invest in mid. and small.cap stocks. 
which could add to their volatility. 

Who should Invest 
First-time Investors in international equities 
should opt for an Ell or Index fund which will 
offer them low-cost, diversified exposure. 

Sam: Investors may go for such thematic 
offerings. Rao suggests that If . investor puts 
MOO in equities and 420 0l It goes Into Interna-
tional funds, then tS (or 26 per cent of hb inter-
adonal exposure) may go into a theme& of er-
In& Finally. avoid extrapolating recent returns 
in the Moue And if you enter nto these tbr.ds, 
do so with a horizon of at lean seven years. 

WHY INVEST IN 
INTERNATIONAL FUNDS 
• For geographic diversification, so that 
one's portfolio performance is not entkely 
dependent on tne Indian market 
• Investing in markela with low onelatiOn 
wilt reduf e Overall pOrtfOliOvOlablity 

111EXpOSUfe tO sectors and themes not 
available in Intha 

• Hedge against rupee's tendency to 
depreciate against hard cunencies like the 
US dollar 

. To make It easier to meet financial goals 
denominated in foreign currencies, like a 
Chdd'Shtghereducation in a foreign 
unWerSity, Ora world tOur 

Both these funds are not confined 
la the technology (tech) sectoralone. They offer 
investors &versified exposure to sectors like 
health cure. biotech, financial tech, environ. 

nt, consumer lifestyle. automation in In., 

ufacturIng, and soon. 
The fund managers have Med to control ink. 
"The fund managers at Schroder have 

inciudea many establhhed players in she port-
folio. besides upcoming ones: says Paint. 

Both these funds are not lust US•focused. 
but will invest In Innovators across the globe. 
llse mother funds have a sound tank record. 

"Innovation will lead to investments in 
grovnh.oriented businesses. which Is what 
Indian Inve.ors prefer: says Visit:a Dhawan. 
thief financial planner. PlanAhead Wealth 
Advisors. 

Innovation entail. risk 
Innovation. by nivel), nature. is a risky theme. 
slue Marty RIMS tend to:MI.134 Tech has done 
well In the US thiS yeag and that he. provided a 
talIWInd to the petfOrInante of these funds. 
*When there Ls A shift-beck 10 the old economy 
stocks. this theme may not do as well." says 
Dlinean. 

Moreover. both the mother funds - from 
WellingtOn and Stain:del - do not have a long 

track record (four years-plus and a In. 

( 0

de less than three years, respective/O. 
Investors need to be nftralflit of COst. 
-10 an FoF. the Investor has to pay the 
expense rano of both the feeder fund 
and the mother fund' says Arvind 
Rao certified financial planner and 
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