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Markets move on expectations, and right now the general feeling is that BJP is expected to come to 
power in May 2014. We are giving here our views on impact of BJP coming to power on key sectors 
and industries.  

SUMMARY 

A decisive BJP government will be bullish for the rupee and Banking & Finance, Infrastructure 
Sector, Capital Goods, and FMCG, whereas Agricultural & Metal commodities will be bearish. IT, 
Real Estate, and Power sectors will see only moderate growth. The sectors under stress would 
include Agriculture, Commodities, Metals, and Real Estate. Bullion will remain bearish and IT could 
be a mixed bag. 

 

Banking & Finance 

We expect that Banks will be forced to be more 
efficient by mix of government support and 
raising capital from the open markets. Strong 
liability candidates like SBI, PNB and BOB 
could go for raising money from open markets, 
while we could see some merger activity in 
case of weak banks. Smaller banks with 
regional presence with relatively strong balance 
sheet and capital adequacy ratio can expect 
budgetary support. Policies would benefit 
banking and finance sector in long term.  

If one looks at interest rates during the NDA 
regime of 1998-2004, it is seen that rates were 
constantly falling – indicating inclination of party 
to control interest rates and boost growth. 

USDINR 

We believe BJP will be able to manage the fiscal deficit by creating an investment friendly environment that would 
reduce burden on government and would attract private investments. Disinvestment would also be a favored way of 
BJP to raise funds. Improved inflows, lower import burden as a result of falling gold and crude oil prices, rising 
economy, increasing forex reserves, and a surplus BOP are expected to help strengthen INR.     

Bullion 

We believe gold prices to remain under pressure. Improving global economies have reduced hedge demand for yellow 
metal. Fed policy change to reduce liquidity is strengthening Dollar and has adversely impacted gold prices. Physical 
demand from China and India will remain strong at lower levels. Our medium term outlook on gold is bearish.  

Agricultural Commodities 

Keeping inflation at low level is going to be a top agenda of new government. We expect agricultural commodity prices 
to cool down in short to medium term (1 - 3 years). Agri commodities prices will be under pressure due to improved 
domestic as well as global production estimates and rising efficiencies. At home front, we expect that price 
stabilization mechanics and cross subsidies will be used by BJP to balance farmers’ priorities and inflation. The major 
end users like food processing, rice trading, and FMCG will be gainers.  
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Metal Commodities 

Metal prices are expected to remain low in short to medium term based on weak demand from China and stronger 
Rupee, though our long term price outlook is upwards. Overcapacity in steel has also been a factor for creating 
downward pressure on prices. In the next few years, global major producers will have higher capacities that will 
exceed the demand. Non ferrous metal prices are also expected to remain under pressure. The major end users of 
metals like automobiles, cables, engineering, and shipbuilders will be gainers while the commodity producers may 
face squeezing bottom lines on account of falling prices.  

Information Technology 

Although strengthening Rupee will lower export earnings of Indian IT sector but global IT spending is expected to grow 
moderately at 3-4% in short term providing some breather. Even if businesses in developed world are not at their 
prime, the role of IT is becoming more vital for them. The importance of technology to business success has never 
been greater as IT continues to transition from supporting tool to a strategic driver. We expect a rise in domestic 
demand due to large government orders for e-governance projects. IT hardware is expected to grow at a slightly lower 
rate, due partially to more intense margin pressures. The overall effect will be a moderate growth in revenues and 
earnings of Indian IT companies in short to medium term. We are underweight on IT and recommend reduction in 
portfolio allocation. There could be huge investments on e-governance leading to a booster for IT companies 
specializing in government business, in India 

Real Estate 

Developers are already struggling to sell and with high probability of a new government, we expect real estate prices 
to be moderately down in medium term and little to moderate growth in bottom line of builders. One positive niche 
area in realty is affordable housing where we expect to get policy support. Revenues and earnings of builders 
operating in B and C category zones will be under pressure, whereas A category is expected to remain stable. 
Another dampener for real estate companies may be rationalization of taxes which will have negative impact on 
profits. Real estate sector is a major job creator with the largest industry linkages and government may not take policy 
decisions that strongly hurts this sector, but at the same time it will aim to control the property prices. Therefore our 
estimate is to see moderate growth in this sector. 

Infrastructure and Capital Goods 

Infra stocks are expected to perform well in long term and certain niche industries like ports and railways will 
outperform others. We expect revival of investments coming into massive infrastructure projects like building national 
highways, laying new railway lines, and modernization of ports. If we look at Gujarat’s road length statistics, it has 
expanded significantly in the last 10 years compared to the growth witnessed in the last 50-60 years. We believe that 
road construction would be a key thrust area of new government. Lower inflation and falling commodity prices will help 
in reducing input costs for builders. Overall, we are bullish on infra construction and contracting business whereas 
infrastructure operators will continue to see stable income. Outlook for infrastructure developers is neutral. Equipment 
manufacturers, infrastructure leasing and financing companies are expected to see above average growth. 

Supported by revival of infra sector, capital goods industry will see a pick-up from its slumber. In medium to long term, 
we expect capital goods will perform well with leading players showing stable and strong growth. 

Power Generation 

Falling coal prices and a growing economy will result in a favorable environment for power generating companies. If 
one looks at Gujarat state’s power scenario, one key achievement is that 100% of its villages have electricity 
connection for 24 hr power through the Jyotirgram Yojna. It is a power surplus state and we believe the new 
government will like to replicate this performance at national level by keeping power sector a key thrust area. Power 
generation stocks are expected to do well in medium to long term with moderate and stable growth. We are bullish on 
solar power and all alternate energy developers and equipment manufacturers. 

FMCG 

Job creation and inflation control is expected to be on top list of new government and it will boost consumption 
demand. Falling commodity prices coupled with rising economy and robust purchasing power will help FMCG to do 
well. The performance will also depend upon overall growth of rural demand. 



 
 Information Research        Equity Markets  

 
Disclaimer:  

Kindly read the Risk Disclosure Documents carefully before investing in Equity Shares, Derivatives or other instruments traded on the Stock Exchanges.  RR 
would include RR Financial Consultants Ltd. and its subsidiaries, group companies, employees and affiliates. The information contained herein is strictly 
confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any 
other person or to the media or reproduced in any form, without prior written consent of RR. The information contained herein is obtained from public sources 
and sources believed to be reliable, but independent verification has not been made nor is its accuracy or completeness guaranteed. RR or their employees 
may have or may not have an outstanding buy or sell position or holding or interest in the products mentioned herein. The contents and the information 
herein is solely for informational purpose and may not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for 
securities or other financial and insurance products and instruments. Nothing in this report constitutes investment, legal, accounting and/or tax advice or a 
representation that any investment or strategy is suitable or appropriate to recipients specific circumstances. The securities and products discussed and 
opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment 
objectives, financial positions and needs. Please note that fixed deposits, bonds, debentures are loans/lending instruments and the investor must satisfy 
himself/herself on the financial health of the company/bank/institution before making any investment. RR and/or its affiliates take no guarantee of soundness 
of any company or scheme. RR has/will make available all required information to the prospective investor if asked for in respect of any scheme/fixed 
deposit/bond/loan/debenture. RR is only acting as a broker/distributor and is not representing any company in any manner except to distribute its schemes. 
Mutual Fund Investments are subject to market risks, read the offer document carefully before investing. Any recipient herein may not take the content in 
substitution for the exercise of independent judgment. The recipient should independently evaluate the investment risks of any scheme of a mutual fund. RR 
and its affiliates accept no liability for any loss or damage of any kind arising out of the use of any information contained herein. Past performance is not 
necessarily a guide to future performance. Actual results may differ materially from those set forth in projections. RR may have issued other reports that are 
inconsistent with and reach different conclusion from the information presented in this report. The information herein is not directed or intended for distribution 
to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, 
publication, availability or use would be contrary to law, regulation or which would subject RR and its affiliates to any registration or licensing requirement 
within such jurisdiction. The securities and products described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. 
Persons in whose possession this document may come are required to inform them of and to observe such restriction(s). The display, description or 
references to any products, services, publications or links herein shall not constitute an endorsement by RR. Insurance is a subject matter of solicitation. 
Kindly also note all the risk disclosure documents carefully before investing in Equity Shares, IPO’s, Mutual Fund Schemes, Insurance Schemes, Fixed 
Deposit schemes, Debt offers, Hybrid Instruments,   or other instruments traded on Stock Exchanges or otherwise. Prospective investors can get all details 
and information from the sites of SEBI, IRDA, AMFI or respective Mutual Fund Companies, Insurance Companies, Rating Agencies, Stock Exchanges and 
individual corporate websites. Prospective investors are advised to fully satisfy themselves before making any investment decision 
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