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Women and men who made
2017 historically significant
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nJanuary 11,2008, the Bombay Stock
Exchange welcomed a bronze bull, five
feet talland weighingatonne. It couldn’t
have come ata more opportune time —
the bull market had begunin2005and
justthree days earlier, the Sensex had
closed atitslife-time high. Ratan Tata’s
-lakh car, Nano, launched the previous day, was
making India proud, Reliance Power was slated
tomake history asthe largest initial public
offering in stock market history the next week,
and Aamir Khan’s Christmasrelease, Taare
Zameen Par,was spreading hope in cinemas.

Just two weeks later, investors started finding
stocks expensive and the market cracked. The
sub-prime credit problemsin the USwere
becomingbigger and fears of aglobal contagion
pushed stock prices lower. The global financial
crisissoon engulfed the world and by February
20009, the Sensex was down 57 per cent from the
January2008 high.

Thesubsequent years were difficult forthe
economy and industry; and an all-round
recovery isstill waiting to happen. The Sensexis
upjust 62 per centsince January 2008. The last 10
years have seen the emergence of new sectorand
stockleaders, while some well-known names
have fallen by the wayside. Alook at the winners
and loserssince thelast bull market.

he share price ofair cooler-maker Symphony
hadtripled year-on-year on January 8,2008
asthe company finally turned profit-making. A
diversification into geysers, air conditioners and
water purifiers afew yearsearlier had failed and
the company was facing debt restructuring. That’s when
Symphony Chairman and MD Achal Bakeri decided to
exitall other products, focus on air coolers and expand
market presence. “We increased our distributorsin India
and started looking at markets outside the country. We
could putall our resources into bringing innovation to
this one category,” says Bakeri. Today, its coolers have
featuressuch asatouchscreen, ultrasonic mosquito
repellent and air purification.

Symphony became debt-free with a positive net
worth in June 2008, and went on to become the biggest
gainer on the stockmarket in the next10 years. Between
2007 and 2017, Symphony’s revenue hasrisen 18 times,
itsnet profitisup 77times and its debt-equity ratiois
small. The stockwent up 450 times, acompounded
growthrate of 83 per centayear.

Companiesthat have innovated with new products or
services, identified new markets or captured aniche
have done well on the bourses. Shares of Caplin Point
have appreciated 73 per centeach yearin the past 10
years asthe pharmaceutical company found anichein
sellinglow-cost medicines in the largely overlooked
markets of South America.

Nostory on stock market returns in recent years can
be complete without the mention of Eicher Motors
whose MD and CEO Siddhartha Lal took over the
struggling, loss-making Royal Enfield motorcycle
businessin2000, and turned itinto theiconicbranditis
today by fixing design, engineering and marketing. The
company’s market capitalisation has risen fromz31,130
crore in January 2008t0382,040 crore now.

Forabriefperiod in2017, Eicher even overtook the
most valued two-wheeler company, Bajaj Auto, in terms
of market capitalisation though its sales and profits were
athird of Bajaj’s. However, among big business houses,
the Bajajgroup hascreated
the maximum shareholder

valuesincethe2008

1.Gopichand Hinduja’s

Sensex high, with the IndusInd Bank
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The bull market that began in 2005 ended on January 8, 2008.
A decade down the line, how have business groups, sectors
and stocks fared? Niraj Bhatt offers an analysis

banking finance company, continued toremaina
separate entity. Finance companies gave consumer loans
totherising middle-class, which was buying
automobiles and consumer goods like never before. Bajaj
Finance and its holding company, Bajaj Finserv, which
alsoownsboth life and general insurance subsidiaries,
command a combined market capitalisation of%1.851akh
crore —up from31,900 crore (Bajaj Finance alone) in
January2008.

IndusInd Bank’s share prices grew at 30 per centa
yearinthedecade, taking the Hinduja group
tosecond placeinshareholder value
creation. The Nusli Wadia group saw its
market cap spurt from under310,000 crorein
January2008t0%75,000 crore as food
company BritanniaIndustries became a15-
bagger. Group companies Bombay Burmah
and National Peroxide were also solid
performers, while the flagship Bombay
Dyeing remained alaggard, and accounts for
only 8 per cent of the group’s market cap.

HDFC Bankshares appreciated eight times, and took
the HDFC group tosecond place in terms of market cap.
Therecentlistingof HDFC Standard Life Insurance hel-
peditwiden the gap with the Mukesh Ambani group, the
third largest. Flagship Reliance Industries shares gained
at2per centcompounded annual growth rate (CAGR).

The Tatagroup, the largest in terms of market
capitalisation, hasseen itsshareholders’ investments

sty doubleinthe10-year period,
led by five-bagger TCS and 10-
bagger Titan. Aceinvestor
Rakesh Jhunjhunwala’s
investmentin Titan has
multiplied from3662 crore
inJanuary2008to
36,000 crore now
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based on his September 2017 holdings.

Anil Ambani’s Reliance group was ranked at third
place with his companies commanding a market cap of
%3.41akh crore in January 2008; it now stands at 78,630
crore. The group’sshares had shot up on the boursesin
2008. Reliance Communications’ debt problem and the
entry of Jio have resulted in the stock price losing over 95
per centof its 2008 value. Reliance Capital and Reliance
Infrastructure are also about a quarter of their value
though the group’s finance business is in good shape.
Indebted groups like Jaypee and Navin Jindal
lost their shareholders’ money.

he exuberance of bull markets drives stocks
tolofty valuations. Managements become
overoptimistic and take risks as they expand
capacities, acquire companies, venture into new
is areasor get plain complacent. The major fallout
oftheserisksisthat companiestakeloans
confidently, which in alow-growth period
becomesdifficult toservice. Inthe current
marketscenario, thisis not the situation.

Many of the underperformers since 2008 have high
debt. Onthe other hand, companies that have done well
arethosethat respect capital —they are frugal in raising
fresh equity capital and do not borrow much either.

Long-termvalue creation has been a difficult task
even for professional money managers. About 60 per
centof the companies accounting for two-thirds of the
2008 market capitalisation have not beaten the Sensex
overthe10-year period. The Sensex has returned an
annualised 5 per cent from the 2008 high to now,
excludingdividends, while the 10-year State Bank of
Indiafixed deposit was earning an interest of 9 per centin
2008, which at the highest tax bracket works out to 6.3 per
cent —without the equity risk. The average large-cap
equity mutual fund has donebetter, at 7.2 per cent, in the
same period according to data from Value Research, as
fund managers move in and out of stocks.

The one common theme across companies that have
rewarded shareholdersis consumption. The pastdecade
hasseenaspurtinsalesof passengervehicles,
motorcycles, consumer durables and consumer loans.
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THE DECADE IN NUMBERS

TOP FIVE GROUPS BY CURRENT MARKET CAP Ta
Jan8,2008 Dec28,2017 Change (%)

Tata 3,09,097 9,53, 7kl
HDFC 1,47,892 8,50,698
MukeshAmbani = 5,58,414 6,03,067 |8
Birla AV 1,25,424 3,69,285
Bajaj 30,802 3,30,297
Includes acquisitions, spin-offs and new listings after 2008
HOW THEY STACK UP
0% of companies beat Sensex; Sensex gained 62%
from 20873 to 33848 points
BeatSensexreturns Il Below Sensex but positive  ETUTETNIES
M Eamning negative returns listed since
998 2,507
GROUPS THAT CREATED SHAREHOLDER VALUE
Mkt cap (Fcr)

GROUPS  Jan8,2008  Current Change (%)
Bajaj 30,802 3,30,297
Hinduja 15,660 1,38,764
Nusli Wadia 8,829  T4L,LOT
Murugappa 11,030 64,691
AND THOSE THAT DIDN'T

Mkt cap (Fcr)
GROUPS Jan 8, 2008 Current Change (%)
Anil Ambani 3,39,366 40,592.52
Jaypee Group 61,034 10,814 VX
Mukesh Ambani =~ 5,58,414  5,86,287 5.0
TOP BSE 100 GAINERS BSEpricein¥
(ompany Jan, 2008 Dec, 2017 Change (%)
Eicher Motors 402.30 29,951.75
Vakrangee 5.82  L414.60
Bajaj Finance 49.33 1,754.65
VS Motor 36.23  763.05
Motherson Sumi 20.99  371.65
TOP BSE100 LOSERS BSEpricein¥
(ompany Jan, 2008 Dec, 2017 Change (%)
DLF 1,150.60 263.80
BHEL 332.58 92.20
NMDC 470.96  138.20
Tata Power 151.25 92.30 [ -39
NTPC 265.25 175.75 -3L

SMALL CAPS: THE CHART-TOPPERS
These 10 small-cap companies of 2008 compounded their
shareholders' money at 50 per cent plus annually

Jan 8, 2008 Current CAGR
(ompany Price ) M-Cap*  Price (¥) M- Cap* (%)
Symphony 3.99 28 1,704.9 11,927
Avanti Feeds 10.4 34 2,507.85 11,389
(aplinPointlabs  3.03 20 6324 4,779
DFM Foods 20.45 20 1,966.55 1,969
AjantaPharma =~ 15.44 136 1,478.55 13,013

*Market cap in ¥ cr; companies with mkt cap of ¥20 crore & above were considered

VALUE EROSION OVER THE DECADE

Companies whose value depleted by 96- to 99 per cent

® GammonIndia | ® Lanco " Subex
® ABG Shipyard Infratech ® Educomp
® Unitech " IVRCL ® Suzlon
" Guj NRE Coke ® Videocon Inds Energy

Stock prices as onJanuary 8,2008 and December 28, 2017. 2008 prices adjusted for
bonus, splits and rights. The calculation of shareholder returns considers shares that
investors receive in cases of restructuring or a merger of group companies. It does
notinclude new listings. This analysis has considered only capital appreciation and
does not take dividends into account. (CAGR: compounded annual growth rate)

Both carand two-wheeler sales have more than
doubled. Indian consumers, who would hesitate taking
loans, are now quite comfortable borrowingtobuy an
iPhone X. Asaresult, shares of automobiles, auto
ancillaries, private sector banks and finance companies
havealldonewell.

Inthe nextdecade, sectorssuch as automobiles and
banking will see massive disruption, led by technology
and digitisation. A younger population, urbanisation,
nuclear families, rising aspirations and availability of
credit will mean that consumption will continue to
grow.In 2007, McKinsey had forecast that India would
become the fifth-largest consumer market in the world
by 2025; the Boston Consulting Group believes it will be
the third. Consumer preference for brandsand the
goods and servicestax regime will result in a shift from
the unorganised to the organised sector. For consumer-
focused companies, the going will only be good.




