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2 THE SMART INVESTOR

Auto stocks may not accelerate

Valuations are attractive but'the sectoris facing multiple headwinds

NEW DELHI | THURSDAY, 2 SEPTEMBER 2021 B],[Si]]ess Swﬂda_l'd

Global innovation funds
are for savvy investors
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At the gnund level, chip shornges.
accarding 1o analysts ar Jefferies, have
nl.e:lﬂy started o hurt Indlan auto

June quarter average. The spot alu-
juam price ik $2,674 is iiso

and jies - such as
Mg, Bajaj Auto, and Royal Enficld
- hawve wiltessed an incrensed impact
in the September quarter (Q2FY22).
Manuri Suzuki, for instance. expects
Its vehicle production in September
across its plants in Haryana and
Gujarat to drop 60 per cent because
of chipshonage.

Raw material costs have been

quartes average,

12 per cent higher than the June

T counter the rise in Input costs,
Marutl is hiking prices across the
board from September — the fourth
such increase this year. While the
hikes were minimal in the past three
rounds, analysis expect the one in

giventhe rise Besudes th heel

Dok Sowrce: Boemberg; (ompdet 5y 35 Aesnan Bureais

credlt growth has ralsed concerns
about  Chinese metal demand,
although a seasonal pick-up in con-
struction and infra stimulus should
provide railwing: porential production
cuts could also tighten supply in the
sevond hall of the calendar vear 2021
(H2CY21),” wrote Nidi Mangal and
Sagar Sahu of Jefferies in a recent
report.

another sore point for Indian aulo-
makers. The Indian steel price, wooord-

in prices of raw materials, such as
steed, aluminium, and copger.

dernand for rwo-wheeless, according
to ansalysts a1 JM Flnanclal, [s belng

Muntaies, and Manui Suzuki in the four-
wheeler pack and TVS Motor and
Hero MotoCorp in the two-wheeler
segment have given below-par
returns.
“Pent-up demand for automaobiles
will fade away soon as people take 1o
public transport after being vaccs-
nated against Covid. That apart, chip
shortage, 1lsing fuel costs for con-
sumers, and flrm ingus costs for awto
manufacturers will keep demand in
check. As a result, most mate stocks
will undesperform in the second half
of FYZ2" said G Chokkallngam,

uf these innovatur companies, but have s tar
not been able to beneflt from thelr business
growth, Indian investors will now be able to do
spthrough this fund,” says Harsha Upadhyaya,
chief investment offloer-equily, Kolak AMC,
These funds offer investors a chance at out-

sized gains.

“Many of these innovators may not survive, |
bur those that do tend 1o be large wealth cre- |
arors,” says Upadhyaya, Amazon belng

aprime example.

The pace af technological change
has been accelerating in recent times,
“Many of these newly-emerged
players are game changers. From an

ing to reports, is al an all-time high of “Asian stee] prices are holding up  Impacted by comunodity-related price  founder and chief officer
AETS00 3 tonne, 5 per cent above the  despiteasharp fllin fronore, Slowing - hikes, Increase In fuel prices, the  at Equinomics kesearch. successful dmmpmn is a good way
0 caplure growth,”
Fatni,
natives, Axls AMC.
0pec+ Sticl(s with planned Supply hil(e Both these funds ane nat confined
BACOMBERG they can mest and do things seam-  variants. The question of whether [ran menredu the depths of the Covid-19
Vigplember lessly,” Christyan Malek, head of odl  and the U5, will doa deal to lift sanc-  crisis last year. About 45 per cent of ment, mer lifestyle,

Opsec and I1s allies agreed to stick 1o
thelr existng plan for gradual
monthly oil-pmduction increases
after a brief video conference,

Ministers ratified the 400,000 bar-
rel-a-day supply hike scheduled for
©October after fess than an hour of
ralks, une of the quickest meetings in
recent memory and a srark conrrasy
tothe drawn-put negotiations seen in
July,

ing year, he said.

in the market over the com-

‘White conditions may
appear favorable for cartel
right now, there are uncer-

and gas and JPMorgan Chase & Co. tiens on the lslamic Republics oil
said on Ploonberg TV, "Itk
Itkely that harmony |s going
to be utilized™ o respond
fexibly 1o any further shifts

the idie supply has already been

w0 the technology {tech) sector alone, They afler
investers diversified exposure to sectars like
health care, blotech, financial tech, environ-

. Investing in

says Ashwin
head-products and alter-

Innuvation, by (s very nature, |8 a daky thee,
since many flrms tend to fall. Blg Tech has done
well in the US thisyear, and that has provided o
tallwind to the performance of these funds,
“When there s a shift-back 10 the old economy
stocks, this theme may not do as well.” says
Dhawan,

Moreover, both the mother funds — from
Wellington and Schroder — do not have a long
track record (four years-plus and a lic-
tle Jess than three years, respectively).
Investors feed Lo be mindiul of costs.
“In an FoF, the investor has to pay the
expense ratle of both the feeder fund
and the mother fund.” says Arvind
Rao. certified financial planner and
founder. Arvind Rao & Associates.
They will be more expensive than
many international index funds and
exchange-traded funds (ETFs) avail-
able now, “Alpha generation will have
10y e igher to justify thelr coste.” says Dhawan.

To tap inta the innovation theme, they will
h:we o Invest in mid- and small-cap stocks,

YOUR
_MONEY

ulacturing, and so on.

The fund managers have tried to contral risk,
“The fund managers at Schroder have
included many esmb_lts!\eu players in the port-

exports — currently looking  revived, and in July the grouplaid out
Ministers less likely — also hargs over  a plan for gradually returning the
ratified the the market. remainder theough 1o Seprember
00, 000 West Texas 1 di 2022 Withc recov folin, besides
barrel-a-day  pared earller losses, rrading  eved from their mid-August slump
supplhy hile 09 per cent lower at $6787 3  and the supply outlook relatively tight
scheduled for  barrel at 923 pim (15T, for the rest of the year, the 23-nation
October The Organization of coalition had linle reason to change

tainties on the horienn, Even as  Countries and allies incheding Russia
demand recovers, |thaabeen buffeted  are in the process of rolling back the
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the blished schedule of gradual
montily supply hikes, despite a
request from the White House o
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Advisors,

ones,” says Patni.
Both these funds are not just US-focused,
‘put will invest in innovators across the globe,
The mether funds have a sound track record,
“Innovation will lead tu investments in
growth-oriented businesses, which Is what
Tndian Investors prefer,” saye Vishal Dhawan,
chief financial planner, PlanAhead Wealth

in man- L add 1o their volatility,

Who should lnvest
First-time investors in international equities
should opt for an ETF or index fund which will
offer them low-cost, diversified exposure.
Savvy investors may go for such thematic
offerings. Rio suggests that i an imvesior puts
00 in equities and 220 of il goes inte Interna-
tional funds, then @5 (or 25 per cent of his inter-
‘national exposure) may go into a thematic offer-
ing. Finally, avoid extrapolating recent recurns
im thee Funure. And of you enter into these funds,
o so with 8 horlzon of at least seven years.
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