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GLOBAL INVESTMENT STRATEGY
KEY ISSUES

• THE FINANCIAL ASSETS UNIVERSE

•USER GROUPS AND THEIR BEHAVIOUR

•OBJECTIVES 

•INFORMATION AND KNOWLEDGE DRIVEN PROCESS

•PROACTIVE AND ANALYTICAL ASSET SELECTION

•FUND ALLOCATION 

•ACTIVE MONITORINGACTIVE MONITORING 

•RESHUFFLING

REPORTING
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• REPORTING



THE FINANCIAL ASSETS UNIVERSE
DECEMBER  2003
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THE FINANCIAL ASSETS UNIVERSE
- MAJOR ASSET CLASS RETURNS

AVERAGE REAL ANNUAL RETURN (%)

RISK-RETURN PROFILE
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THE FINANCIAL ASSETS UNIVERSE-
ALTERNATIVE INVESTMENTS

PROPERTIES (PIFS & REITS)
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GLOBAL INVESTMENT STRATEGY
USER GROUPS AND THEIR EXPECTATIONS
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GLOBAL INVESTMENT STRATEGY-
WHAT THE INVESTORS LOOK FOR
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GLOBAL INVESTMENT STRATEGY-
PROVIDERS’ CONSTANT ENDEAVOUR 
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GLOBAL INVESTMENT STRATEGY-
OBJECTIVES

•TO ACHIEVE HIGHER THAN AVERAGE 
RETURN (15-20%)

• CONSISTENCY OF RETURN

•SPREADING RISKS
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DEFINING GLOBAL INVESTMENT STRATEGY-
INFORMATION AND KNOWLEDGE DRIVEN PROCESS

•IDENTIFY KEY ELEMENTS INFLUENCING INVESTMENT 
CLIMATE ACROSS REGION AND COUNTRIES

•REVIEW GLOBAL TRENDS AND FORECASTS

•KEEP CONTINUOUS VIGIL ON GLOBAL HAPPENINGS•KEEP CONTINUOUS VIGIL ON GLOBAL HAPPENINGS

•REVIEW FINANCIAL MARKET TRENDS AND FORECASTS

O O G O A A OCA O AS O•BUILD UP YOUR OWN GLOBAL ALLOCATION BASED ON 
RISK-RETURN PROFILE OF VARIOUS ASSETS AND 
MARKETS

•CONTINUOUS EVALUATION AND MONITORING

•REALLOCATE PORTFOLIO

11

•REALLOCATE PORTFOLIO

•PERIODIC REPORTING



DEFINING INVESTMENT CLIMATE
KEY ELEMENTS

ECONOMIC FACTORS
•REAL GDP GROWTH

INTEREST RATES

NON-ECONOMIC FACTORS
•INTERNAL POLITICAL SITUATION

•INTEREST RATES

•INFLATION

•EXCHANGE RATE

•EXTERNAL RELATIONS

•GOVERNMENT POLICIES

FINANCIAL SECTOR REFORM AND
•CURRENT ACCOUNT BALANCE

•FISCAL DEFICIT

•FINANCIAL SECTOR REFORM AND 
MARKET MICRO-STRUCTURE

•STRUCTURAL REFORMS
•CAPITAL FLOWS

•EMPLOYMENT

•PER CAPITAL INCOME•PER CAPITAL INCOME  

•DOMESTIC SAVINGS

•INDUSTRIAL PRODUCTION
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•CORPORATE GROWTH & 
PROFITABILITY 



DEFINING INVESTMENT CLIMATE
RESEARCH (1987) REVISITED

INVESTMENT CLIMATE FOR CAPITAL ISSUES 1951 85INVESTMENT CLIMATE FOR CAPITAL ISSUES 1951-85
PERIOD (APRIL-
MARCH)

INVESTMENT 
CLIMATE DEFINED

DETERMINANTS

ECONOMIC 
VARIABLES

CORPORATE 
GROWTH AND
PROFITABILITY

STATE OF THE
SECURITIES 
MARKET

POLICY 
MEASURES

NON-ECONOMIC 
VARIABLES

1951-56 MODERATELY MODERATELY MODERATELY MODERATELY FAVOURABLE FAVOURABLE
FAVOURABLE FAVOURABLE SATISFACTORY BUOYANT

1956-61 FAVOURABLE FAVOURABLE SATISFACTORY BUOYANT FAVOURABLE FAVOURABLE
1961-66 MODERATELY 

UNFAVOURABLE
MODERATELY 
FAVOURABLE

MODERATELY 
SATISFACTORY

FAIRLY BUOYANT MODERATELY 
FAVOURABLE

UNFAVOURABLE

1966-71 HIGHLY 
UNFAVOURABLE

MODERATELY 
FAVOURABLE

MODERATELY 
SATISFACTORY

FAIRLY 
DEPRESSED

UNFAVOURABLE UNFAVOURABLE

1971-76 MODERATELY 
FAVOURABLE

FAVOURABLE SATISFACTORY DEPRESSED FAVOURABLE MODERATELY 
UNFAVOURABLE

1976-81 FAVOURABLE FAVOURABLE FAIRLY 
SATISFACTORY

FAIRLY 
DEPRESSED

FAVOURABLE FAVOURABLE

1981-85 HIGHLY FAVOURABLE FAVOURABLE SATISFACTORY FAIRLY BUOYANT MODERATELY 
FAVOURABLE

FAVOURABLE

METHODOLOGY:
BASED ON INDEXATION(1950-51=100 AND TREND VALUES COMPUTED BY FITTING A SECOND DEGREE CURVE TO LOGRAITHMS
DEFINITIONS ARE CHARACTERISED BY RANGE OF DEVIATIONS AND PERSISTENCY OF DEVIATIONS  FROM MEAN DEVIATIONS

DEFINTIONS FOR POLICY MEASURES AND NON-ECONOMIC VARIABLES ARE BASED ON SUBJECTIVE JUDGEMENTS

THE INDIAN SECURITIES MARKET(1951-85)
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GLOBAL INVESTMENT CLIMATE
KEY INDICATORS (1)
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GLOBAL INVESTMENT CLIMATE
KEY INDICATORS (2)
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GLOBAL INVESTMENT CLIMATE
KEY INDICATORS (3)
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GLOBAL INVESTMENT CLIMATE
KEY INDICATORS (4)- ASIAN COUNTRIES
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GLOBAL INVESTMENT CLIMATE
KEY INDICATORS (5)- EU ACCESSION COUNTRIES
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GLOBAL INVESTMENT CLIMATE
KEY INDICATORS (6)- COMMONWEALTH OF 
INDEPENDENT STATES
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GLOBAL INVESTMENT CLIMATE
KEY INDICATORS (7)- WESTERN HEMISPHERE 
COUNTRIES

Income Inequality
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GLOBAL INVESTMENT CLIMATE 
REVIEW OF IMMEDIATE PAST 

MAJOR BENEFICIARIES
MAJOR DRIVERS

STRUCTURAL REFORMS 

EUROPEAN MONETARY UNIFICATION & THE RISE OF 
EURO

ASIAN COUNTRIES, EU, THE UK AND THE US

JAPAN, AFRICA, NEW EU, LATIN AMERICA STILL 
LAGGING

FINANCIAL DEEPENING AND DEVELOPMENTCAPITAL CHASING PRODUCTIVITY 

INDUSTRY COHESION & HIGH CAPACITY UTILIZATION

LOW INTEREST REGIME & HUGE CREDIT EXPANSION

TECHNOLOGY BOOM 

FINANCIAL DEEPENING AND DEVELOPMENT

C NO OG OO

CONVERGENCE

B iBasic 
Product 
Markets 
Reform

STRUCTURAL POLICY 
INDICATORS AND THEIR 

COMPONENTS
Major Criteria 
to judge the 
reform process
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reform process



GLOBAL INVESTMENT CLIMATE
THE EVOLVING SCENARIO (1)
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WITH THE RECOVERY INCREASINGLY 
ESTABLISHED, GLOBAL GROWTH IS EXPECTED 

TO RISE, WHILE INFLATION REMAINS 
SUBDUED.

SOURCE: IMF



GLOBAL INVESTMENT CLIMATE
THE EVOLVING SCENARIO(2)
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GLOBAL INVESTMENT CLIMATE
THE EVOLVING SCENARIO (3)

GLOBAL RECOVERY HAS STRENGTHENED AND BROADENED, 
LED BY THE US AND ASIA
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GLOBAL INVESTMENT CLIMATE
CURRENT OUTLOOK

US POSITIVES NEGATIVES OTHER EMERGING 
MARKETS

POSITIVES

• Stable 
currencies

EUROPE-
EX UK

currencies 
and inflation 
allowing 
countries 
such as 
Brazil to cut 
interestEX UK

UK

interest 
rates

• Industrial 
production 
rising in 
response to p
US demand, 
e.g.. in 
Mexico

NEGATIVES
PACIFIC 
EX-JAPAN

NEGATIVES

• Valuations 
are no 
longer as 
supportive 
in many 
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JAPAN markets

• Some profit 
taking after 
the recent 
strong run



GLOBAL INVESTMENT STRATEGY
PROACTIVE & ANALYTICAL ASSET  ALLOCATION

•PERFORMANCE CONSISTENCY

•INVESTMENT STRATEGY

•RISK- RETURN PROFILE

•PERIODIC REVIEW
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GLOBAL INVESTMENT STRATEGY
ASSET CLASS RETURN- CASH IS THE KING
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GLOBAL INVESTMENT STRATEGY
ASSET CLASS RETURN- BONDING WITH BONDS

C F tConsensu
s Inflation Fair Value

2004 Bond Yield

Current 10 
year Bond 

Yield

Forecast 
Real 10 

year Bond 
Yield

GOVT. BOND YIELD

2004 Bond Yield

USA 4.50% 2.20% 4.00% 6.10%
Japan 1 50% -0 20% 3 00% 2 80%

Yield Yield

Japan 1.50% 0.20% 3.00% 2.80%
Euro-zone 4.20% 1.80% 3.00% 4.80%
UK 5.00% 2.40% 3.50% 5.90%

28
SOURCE: IMF



GLOBAL INVESTMENT STRATEGY
ASSET CLASS RETURN- BOND BASICS

SOVERIGN  BONDS 

MACRO-ECONOMIC MODEL IN PREDICTING FAIR VALUE

INFLATION COMPONENT- INFLATION EXPECTION (5%)( )

OTHER MACRO COMPONENTS

REAL GDP GROWTH (20%, 

CURRENT ACCOUNT BALANCE AS % OF GDP (45%)CURRENT ACCOUNT BALANCE AS % OF GDP (45%)

FISCAL DEFICIT AS % OF GDP (25%)

MONETARY CONDITIONS- 3-MONTHS INTEREST RATE 
LESS 1 YEAR INFLATION(5%)

CORPORATE  BONDS 

CRDIT RATING (42%)- AAA, AA, A, BBB

SECTOR(39%)- UTILITIES, FINANCIAL, INDUSTRIAL,SECTOR(39%) UTILITIES, FINANCIAL, INDUSTRIAL, 
SECURITIZED, QUASI-GOVT.

ISSUER SPECIFIC(19%)
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GLOBAL INVESTMENT STRATEGY
ASSET CLASS RETURN- EQUITY MARKET  PERFORMANCE (1)
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GLOBAL INVESTMENT CLIMATE
ASSET CLASS RETURN- EQUITY MARKET  PERFORMANCE (2)
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GLOBAL INVESTMENT STRATEGY-
EQUITY MARKETS (STOCK PICKING)
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GLOBAL INVESTMENT STRATEGY-
EQUITY STRATEGY

Earnings 
Growth
(EST.)

USA 20.4 x 15% 1.70% 0.9 x

Historic 
P/E 

Dividend 
Yield 

Bond 
Earnings 

Yield

Japan 69.4 x 22% 0.90% 1.1 x
Euro-zone 19.8 x 12% 3.00% 0.8 x
Pacific 
Basin 20.8 x 20% 3.40% -Basin 20.8 x 20% 3.40%

UK 15.1 x 10% 3.20% 0.8 x

33
SOURCE: IMF



GLOBAL INVESTMENT STRATEGY 
SUMMARY- OUTLOOK AND ASSET CLASS 1
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GLOBAL INVESTMENT STRATEGY 
SUMMARY- OUTLOOK AND ASSET CLASS 2
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GLOBAL INVESTMENT STRATEGY 
SUMMARY- OUTLOOK AND ASSET CLASS 3
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GLOBAL INVESTMENT STRATEGY 
SUMMARY- OUTLOOK AND ASSET CLASS 5
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GLOBAL INVESTMENT STRATEGY 
SUMMARY- OUTLOOK AND ASSET CLASS 6

Modeling-
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GLOBAL INVESTMENT STRATEGY 
SUMMARY- OUTLOOK AND ASSET CLASS 7

39



ASSET ALLOCATION STRATEGY
22%

JUNE 04

18%
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1%

3%
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GLOBAL INVESTMENT STRATEGY:
SPREADING PROFESSIONAL RISKS

ONCE YOU DECIDE ON THE ASST CLASS, 
REGIONAL AND INDUSTRY ALLOCATION

WHAT OTHER OPTIONS DO YOU HAVE TO 
SPREAD YOUR INVESTMENT RISKS?

MANAGED PORTFOLIOSMANAGED PORTFOLIOS

FUNDS/TRUSTS

OO O A A O S O S OLOOK FOR TAXATION BENEFITS- OFFSHORE

HEDGING STRATEGY

41

PROPRIETARY TRADING STRATEGY



GLOBAL INVESTMENT STRATEGY
SELECTING MUTUAL FUNDS

DOMICILE & NATURE

BASE CURRENCY 

MATCHING ASSET ALLOCATION CRITERIA

PEDIGRY AND COMPREHENSIVE REVIEW OF MANAGEMENT

RESEARCH CAPABILITIESRESEARCH CAPABILITIES

TRACK RECORD OF FUND MANAGERS

PERFORMANCE CONSISTENCY

INVESTMENT STRATEGY

MONITORING PORTFOLIO HOLDINGS

PEER GROUP PERFORMANCE

MATERIAL CHANGES- CHANGE IN OWNERSHIP, FUND 
MANAGER, INVESTMENT STYLE
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GLOBAL INVESTMENT STRATEGY
ACTIVE MONITORING

•INVESTMENT CLIMATE & MARKET SENTIMENT

•PERFORMANCE REVIEW OF BROAD ASSET CLASS

•PERFORMANCE AND VALUATION REVIEW OF 
SUB- ASSET GROUPS

•PERFORMANCE, INVESTMENT STRATEGY AND 
VALUATION REVIEW OF INDIVIDUAL ASSETS AND 
MARKETSMARKETS
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GLOBAL INVESTMENT STRATEGY
RESHUFFLING

•PERIODIC

•RISK-RETURN PROFILE

•MOVEMENT WITHIN PREFERRED REGION

•MOVEMENT WITHIN PREFERRED ASSET CLASS

•ENTRY AND EXIT TIMING
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GLOBAL INVESTMENT STRATEGY
REPORTING

PERIODICITY

MONTHLY QUARTERLY ANNUALMONTHLY, QUARTERLY, ANNUAL

KEY ELEMENTS: 

PERFORMANCE

VALUATION

CHANGE IN STRATEGY

ENTRY & EXIT

SPECIFIC ISSUES
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SPECIFIC ISSUES


