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J.P. Morgan Asset Management and ValueNotes, who jointly launched the Investment Confidence Index (ICI)
in July 2009, are now releasing the results of the Third Wave for February 2010. This quarterly Index reflects the
Indian investor and advisor outlook on the economic and investment environment. The J.P. Morgan Asset
Management i ValueNotes Investment Confidence Index is made up of three sub-indices:

1. J.P. Morgan Asset Management i ValueNotes Investor Confidence Index,
2. J.P. Morgan Asset Management i ValueNotes Corporate Confidence Index and
3. J.P. Morgan Asset Management i ValueNotes Advisor Confidence Index

The three indices, based on a survey of investors and advisors, reflect sentiment across the investment
community. Investors comprise of retail and corporate investors. Advisors comprise of banks, National/Regional
Distributors (N/RDs) and independent financial advisors (IFAS).

The key objectives of the survey are to capture, across selected cities in India,

T To quantify the extent of fAconfidenceo that invest
investment environment from current levels

The outlook of investors and advisors on key factors affecting investment behaviour and sentiment
The investor appetite for investing in varied investment options, including stocks and mutual funds
The change in investment behaviour and outl ook, fro

The global and domestic cues that impact investor and advisor sentiment

=A =_ =4 =4 =4

The characteristic investment behaviour of key investor segments and their deviation from overall
averages

These three indices fill a vital gap in the current Indian investment scenario, by providing scientific, research-
driven, sentiment indicators.

The current survey towards the Third Wave of the ICI was carried out from February 01, 2010 to February 14,
2010.
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The J.P. Morgan Asset Management i ValueNotes Investment Confidence Index (IC) i | ndi ads o0
investment sentiment indicator

Third Wave, February 2010
J. P. Morgan Asset Management and ValueNotes are announcing the results of the Third Wave of the ICI.
The ICI comprises of three equally-weighted indices:

1) J.P. Morgan Asset Management i ValueNotes Investor Confidence Index

2) J.P. Morgan Asset Management i ValueNotes Corporate Confidence Index and the

3) J.P. Morgan Asset Management i ValueNotes Advisor Confidence Index.

The advisor confidence Index is a combination of sentiment across banks, national/regional distributors (N/RDs)
and independent financial advisors (IFAs), all equally-we i ght ed. At any given point,
to 2000, O being the most negative outlook and fA2000

The indices are the result of a nation-wide survey of retail and corporate investors, and advisors. The First Wave
and Second Wave of the survey were carried out from July 7, 2009 to July 20, 2009 and September 10, 2009 to
September 23' 2009, respectively. The Third Wave (current) of the survey was carried out from February 01, 2010
to February 14, 2010. The survey covers eight cities in India: Delhi/NCR, Mumbai, Kolkata, Chennai, Ahmedabad,
Bengaluru, Hyderabad and Pune. The current ICI is based on interviews with 1,695 retail investors, 50 corporate
treasuries and 293 advisors. Interviews were conducted either face-to-face, online or through the telephone.

Al respondents were asked six key or @Al ndex0 qudces i on
Respondents were asked for their opinion with respect to the expected improvement in the Indian and global
economic situation, improvement in the general investment market environment and atmosphere, the expected
increase in the BSE Sensex, possibili t y of personal/clientsd investment P
increase i n per sondbverdhe negtsixmsodthsi nvest ment s

Global economic recovery concerns re-surface, driving confidence down across the board; concerns on
Indian economy arise as well.

The ICI stands at 141.2 in February 2010, a decrease of 5.2 points or 4% from September 2009 and is the
result of a decline in corporate and advisor confidence. Of the three, the Investor Confidence Index is the
highest at 147.1 followed by the Advisor Confidence Index (145.9) and Corporate Confidence Index
(130.7). The Investor Confidence Index increased 1% while advisor and corporate confidence decreased,
4% and 8%, respectively.

The results of the Third Wave of the investment confidence survey suggest a sense of measured
optimism from the financial community. The results indicate that a range of macro economic factors have
affected corporates and advisors while retail investors continue to be optimistic. Confidence across
most indicators decreased in February 2010, with the exception of change in amount of investments
which remained mostly unaltered.

Concerns over global economic recovery surfaced again, coupled with, for the first time since the survey began, a
decline in the outlook on the Indian economic situation. The results of the current survey suggest that inflationary
trends have negatively influenced Indian economic prospects.
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Other key findings from the Third Wave are,
f

Investor confidence has recorded the maximum growth, increasing 2 points, while the other two indices
have declined. Corporate confidence declined 11.8 points and advisor confidence fell 5.8 points. Current
corporate confidence of 130.7 has hit an all-time low since the ICI launch in July 2009. Among advisors,
while banks continue to be the most confident (149.6) their confidence has also fallen 7.9 points, well
below the benchmark i 1 50 0 .

60% of retall investors expect their income will increase and they will make additional investments over
the next six months as compared to 56% in September 2009 and 48% in July 2009.

Unlike in September 2009, this quarter there was no clear consensus regarding the biggest economic
indicator. Corporate treasuries (38%) and advisors (42%) are of the view that GDP growth
meeting/exceeding expectations is the biggest positive economic indicator. Among investors (21%) R B |
monetary measures scored as the most positive indicator.

Inflation continues to be the most negative economic indicator in India across all the three segments of
the financial community - Investors (32%), corporates (62%) and advisors (45%). A significant percentage
of advisors (41%) also consider high government borrowing / fiscal deficit as a key economic concern in
the current scenario.

Optimism on portfolio appreciation has declined across the board - retail investors (1.5 point decrease),
corporate treasuries (5.5 point decrease) and advisors (5.2 point decrease).

Unlike in September 2009, whena dvi «c@md 6 dence of cl i ent s 6saligmedwith
retail investorsdexpectation, this quarter advisorsd6 expect at i on ¢af exceaud whatheir
clients6 an)Comorgiesotitleok (13240)lon iBvestment increase has declined as well.

All-round confidence abounds in Chennai - Investors and IFAs most confident

il

Value

Among all cities, retail investor confidence continues to be the highest in Chennai at 166 (2 point
increase). IFA confidence is also the highest in the same city (153) recording a 2 point increase.
Hyderabad retail confidence declined 29 points to 101 after increasing 32.2 points in September 2009
and it continues to be the city with the least investor confidence. Pune IFA confidence (140) decreased 9
points and is now the lowest amongst all cities.

The youth continue to show the highest confidence levels as reflected by the Index for the age group 22
to 25, which is highest at 153.3, despite declining from 153.4 in September 2009. Investors aged 55 to 60
are the least confident at 131.2 after a reversal in confidence which declined 9.5 points.

By occupational status, the self-employed displayed the maximum confidence (149.1) and overtook
salaried employees from the private sector (146.5) who were the most confident in September 2009 and
July 2009. Salaried employees from the government sector showed the least optimism at 142.1.

Retall investors from the BFSI sector recorded the highest confidence at 153.6. Corporate confidence
was highest from treasuries in the IT/BPO/Outsourcing sector at 142, despite declining 12 points from last
quarter.

HNI investors were the most confident, with their Index increasing 7.5 points to 154.8. Conversely, small
investors turned cautious as reflected in their sentiment which declined 7.8 points to 140.8.
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Investment activity in stocks continues to rise as Mutual Funds stabilize

l

Retail investment activity in stocks increased to 78% from 76% while investments activity in mutual funds
remained stable at 70%.

Preference for stocks remained the highest among HNIs (88%), while preference for stocks among the
youth increased 8 percentage points to 80%. Interestingly, the trend in mutual fund investments reversed
in February 2010 with preference for these investments rising with an increase in wallet size as compared
to September 2009 when it was inversely related to wallet size.

Corporate investment activity in debt mutual funds reduced to 88% after a surge (92%) in September
2009. Term deposits have seen a consistent decline in investment activity among corporate treasuries
declining to 52% from 58% in September 2009 and 78% in July 2009. Interest in inter-corporate deposits
increased to 34% from 21%.

Among debt mutual funds, money market funds or liquid funds continue to be the most popular with
corporates at 82% after declining 8 percentage points, while investment activity in bond funds (32%) and
Fixed Maturity Plans (38%) saw renewed interest.

BSE Sensex exceeds survey expectations in December 2009

l

During the First Wave of the ICI in July 2009, 22% of retail investors and 34% of advisors expected the
BSE Sensex to trade between 16,000 and 17,000 levels in December 2009. Their expectation proved to
be marginally conservative as the BSE Sensex in December 2009 traded between 16,500 and 17,500
levels.

Both investors and advisors expect Sensex to reach 18,000 i 19,000 in June 2010, range similar to the
expected levels for March 2010 as indicated in September 2009. 93% of advisors and 83% of retail
expect Sensex to rise from current (survey) levels.

Retail investor expectations of an increase in income rises to 79% from 71% in September 2009 and 61%
in July 2009 while corporate expectations remained constant at 70%,

Investment related information from personal network has the maximum (27%) influence oni nvest or

decision making followed by financial advisors (24%).

A majority (50%) of advisors provide their clients financial planning and advice closed followed by
portfolio management services (44%).

Value
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3.1 Survey Structure

Retail investors, corporate investors and advisors were surveyed through a combination of face-to-face
interviews, online surveys (through www.valuenotes.com) and telephonic interviews. The surveys were conducted
in selected Indian cities - Delhi / NCR, Kolkata, Ahmedabad, Mumbai, Pune, Hyderabad, Bengaluru and Chennai.

The survey questionnaire for all categories of respondents consisted of three sections.

a) fScreenersoi to capture the profile of the respondent. The screener questions varied by respondent

category.

1)

2)

3)

For retail investors, screeners captured gender, location, sector/industry of employment,
occupational status, age bracket, years of continuous investment experience, primary source
of investment related information, regularity of saving for investments, investment wallet size
and investment activity over the past 12 months.

For corporate investors, screeners captured treasury size, years of treasury experience, final
decision maker of treasury investments and treasury activity over the last 12 months.

For advisors, screeners captured the extent of distribution reach, financial products
distributed, extent of financial advisory services rendered and years of distribution / advisory
experience. Within banks, screeners captured ownership 1 private, public and foreign.

b) Index questions i six closei ended questions used to compute the Confidence Index, posed to all
categories of respondents, as below.

1)

2)

3)

4)
5)

6)

In your opinion, what is the likelihood of the Indian economic situation improving from current
levels in the next six months?

In your opinion, what is the likelihood of an improvement in the general Investment market
environment and atmosphere from current levels in the coming six months?

In your opinion, how likely is the possibility of the global economic environment improving
from current levels in the coming six months?

In your opinion, what is the likelihood of the BSE Sensex increasing in the next six months?

In your opinion, what is the prospect of your/ y o u r ineebtmeatrportfolfd appreciating in
the coming six months?

Investors - Will you increase or decrease the amount of investment in the coming six
months? Advisors - Will you expect an increase in mutual fund inflows / new accounts in the
next six months?

The response options to all the six questions were: Extremely likely, Somewhat likely, More or less the
same as current, Somewhat unlikely and Extremely unlikely.

c) Other questions i these varied by category of respondents.

1)

2)

All respondents were asked to name the biggest positive economic and negative economic
indicator in the current Indian economic scenario.

Retail and corporate investors were asked for their opinion on the likelihood of their income
(NPAT for corporates) increasing over the next six months.

Value
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http://www.valuenotes.com/

3) Retail investors and advisors were asked to take a call on what range the BSE Sensex would
be trading at, in March 2010.

3.2 Retail Investor Sample

The Investor Confidence Index reflects the sentiment of the retail investor from the selected cities. The sample
size is as follows:

Sample Size Methodology

Sample size for Retail Investor Confidence Index i 1,695 respondents with a reasonable representation of large,
medium and small investors.

Retail Investors Delhi/ NCR - 227, Mumbai - 236, Kolkata - 212 A combination of face-to-face

Hyderabad - 202, Ahmedabad - 200 . . .
interviews and online survey

on www.valuenotes.com

The charts below indicate the break 1 up of the retail investor sample.

Fig. 3.1 Fig. 3.2
Retail i By city Retail - By occupational status
= Dethi / NCR 6% 3%
12% 13% ) M Professional
= Mumbai
12% m Kolkata
14% m Self-employed
M Chennai
Bengaluru Salaried Employee-
12% U Private Sector
13% ne
Hyderabad 57% Salaried Employee-
12% Governement
12%
0 = Ahmedabad

Only investors from the selected cities were eligible for the survey.
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Fig. 3.3 Fig. 3.4

Retail T By sector Retail - age
B [T/BPO/Outsourcing 306 1% B Age 22 to 25
14% 129% 2% 10%

W Realty & Infrastructure M Age 2510 30
B Manufacturing " Age 301035
. o B Age 3510 40

M Retail and Hospitality
M Age 40 to 45

Medical/BioTech.
Age 45 to 50
BFSI
Age 50 to 55
2% Services Age 55 to 60
16% 26%
i Others M Age 60 to 65
Fig. 3.5 Fig. 3.6
Retail i By years of continuous Retail i By saving investment habit
Investment experience
49 3% ® Save part of your

8% W 2to5years incon'z for y

investment-linked
saving on a regular
basis

m5to 10 years

W 10 to 15 years

Save part of your
income for
investment-linked
saving once in a
w hile

15 to 20 years

20 years or above

Employees from media, advertising & marketing, public relations, research and financial websites were not
eligible, to eliminate the possibility of a bias creeping into the survey. Employees and immediate relatives of J.P.
Morgan Asset Management and ValueNotes were also not eligible for participation.

Only retail investors, who actively save for investments, whether on a regular basis or intermittently, were eligible
for the survey.

Retall investors below 22 and above 65 years, or with less than two years of continuous investing experience
were not eligible for the survey.

J.P. Morgan Asset Management i ValueNotes Investment Confidence Survey
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Fig. 3.7 Retail i By investment activity in the past 12 months

Savings account

Time deposit
Insurance and Retirement products
Property

Gold and other bullion
Foreign currencies
Stocks

Mutual Funds

Bonds

Certificate of deposits
Warrants

Derivatives*

Others | 0%

89%

0% 10% 20% 30%

* Other stock market derivative products (e.g. futures, options)

Fig. 3.8 Retail i By wallet size

Lo 5% ® INR 2 to 5 lakhs
(1]
™ INR 5 to 10 lakhs

M INR 10 to 25 lakhs

INR 25 to 50 lakhs

INR 50 lakhs and
above

33%

40% 50%

Fig. 3.9

60%

70%

80%

90% 100%

Retail i By Investments in MFs prior to, if
not in the last 12 months

36%

27%

HYes

M No

Invested in the
last 12 months

In terms of investments, only those retail investors, who had invested in instruments excluding savings accounts,
time deposits, retirement and insurance products, property, gold and other bullion, over the past 12 months, were
eligible for the survey. In other words, only those investors who had invested in stocks, mutual funds, foreign
currencies, bonds, certificate of deposits, warrants or derivative products over the previous 12 months
participated in this survey. Majority of the respondents (97.1%) had actively invested in either stocks or mutual
funds over the previous 12 months. Fig. 3.9 captures retail investors, who had invested in mutual funds, whether
in the past 12 months or before. Fig. 3.8 depicts the respondent profile based on the investment wallet size.
il nvest ment incudek dllasset slassesand investment instruments, excluding property (personal and
commercial), gold and bullion. Only investors with an investment wallet size of greater than or equal to INR 2

lakhs were eligible for the survey.
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3.3 Corporate Investor Sample

The Corporate Confidence Index reflects the corporate investor sentiment from the selected cities. 50 corporate
treasuries were interviewed for the survey i through a combination of telephonic interviews and online survey on
www.valuenotes.com. Respondents, who were key decision makers in their treasury departments, were either
CFOs, heads of treasury or senior managers from finance/treasury. Corporate respondents were asked four
Ascreenerd questions which built tdiveihe breake sup of the erpdratep r o f
investor sample, by each of these screeners.

Fig. 3.10 ) . Fig. 3.11 -
Corporate i By treasury size Corporate i By sector
2% ,
BINR 10 1| ak 8% 2% 4% B [T/BPO/Outsourcing
lakhs (INR 1 crore) 0%
M Realty & Infrastructure
mINR 1 1 50 27%
® Manufacturing
Bl NR 50 T M Retail and Hospitality
I Medical/BioTech.
Wl NR 150 7
BFSI
48% INR 500 crores and Services
above
205 W Others
Fig. 3.12 Fig. 3.13
Corporate i By treasury experience Corporate i By city
6%  O% 8% m Delhi / NCR
M 2 to 5 years
W Mumbai
30%
W 5to 10 years 12% m Kolkata
B Chennai
M 10to 15 years
2% [ Bengaluru
= 15 to 20 years 2% Pune
Hyderabad
20 years or above
® Ahmedabad
44% 44%

The treasury size represents the total investments of the corporate excluding those used for business strategy or
foreign exchange management.

Corporates not eligible for the survey included those with a treasury size lower than INR 10 lakhs or with treasury
operations of less than 2 years or whose corporate office was not located in one of the selected Indian cities.

J.P. Morgan Asset Management i ValueNotes Investment Confidence Survey
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3.4 Advisor Sample

The Advisor Confidence Index reflects banks, national / regional distributors (N/RDs) and IFA sentiment from the
selected cities. 293 advisors were interviewed for the survey i by a combination of telephone and online survey

on www.valuenotes.com. Sample size includes 253 IFAs, 20 banks and 20 N/RDs.

Fig. 3.14

12%

12%

12%

IFAs T By city

13%

15%

12%

M Delhi/ NCR

= Mumbai

B Kolkata

M Chennai
Bengaluru
Pune
Hyderabad

m Ahmedabad

Fig. 3.15

40%

2%

IFAs - By no. of years exp in financial
services

m2 i 5 ye
m5 7 10 vy
10 i 25

25 and above

N/RDs consist of all key national wealth management / brokerage houses with a significant nation-wide or
regional reach. The rest of the advisors are referred to as IFAs. Advisors with less than 2 years of experience in
providing financial services were not eligible for the survey. From each city, a minimum of 30 IFAs were surveyed.
The highest response was from Mumbai (15%).

Valuel\ote
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3.5 Index Construction Methodology

The three confidence indices are constructed in a similar manner. Response to each Index question is indicated
by a confidence-level point, as below.

0 50 100 150 200

Extremely unlikely Somewhat unlikely More or less the same as current Somewhat likely Extremely likely

The number of responses to each question is multiplied by the respective confidence-level point and these are
aggregated at each Index question level. Sub-indices are calculated for each of these six Index questions, which
is the arithmetical mean of the aggregates. The arithmetical mean of the sub-indices form the Overall Confidence
Index for that respondent category.

The Advisor Confidence Index gives equal weights to the Bank Confidence Index, N/RD Confidence Index and
the IFA Confidence Index to arrive at the overall advisor sentiment.

The Confidence Index, at any given point can vary between 0 and 200.

200 denotes the highest level of confidence in improvement from current conditions, 100 denotes a neutral
sentiment and 0 denotes an extremely negative outlook.
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The Investment Confidence Index (ICI) stands at 141.2 in February 2010 compared to 146.4 in September 2009,
a 4% or 5.2-point decrease during the period. The findings of the Third Wave suggest that the highs of the
economic recovery which resulted in iwi de psr e ad, recrded and ieporred in September 2009 has
now abated to give way to a sense of measured optimism in the investment community. However, a reading of
the topline results also indicate that this reversal in sentiment could partly be attributed to certain factors in the
current economic context, which could be short term in nature and it does not necessarily reflect concerns which
could have a long term de-stabilising effect. The fact that the current ICI is 5.3 points ahead of the the ICI
recorded in July 2009 is proof enough of the confidence displayed in the post-recessionary status of the overall
economy, by the investment community.

The first chart below indicates the index levels for February 2010, September 2009 and July 2009, and the
second chart gives the break-up of confidence on all the key parameters under consideration.

Fig. 4.1 Investment Confidence Index
135.9
Jul 2009
146.4
Sep 2009
141.2
Feb 2010
0 50 100 150 200
Extremely Unlikely Somewhat Unlikely More or less the same Somewhat Likely Extremely Likely
Fig. 4.2 Change in amount of investment the only positive driver of confidence
. Neutral
Improvement in Indian : 148'0154 4
economic situation : 1470
Improvement in investment market : 1409 148.9
environment and atmosphere i 1431
, 1 ; 11238
Improve'ment in global : 134.2 M Jul 2009
economic environment : 125.6
1 : 1435 m Sep 2009
Increase in BSE Sensex : 140, 6146-4 o Eeb 2010
Appreciationin : 138.7 1459
investment portfolio : 1419
, 1 : 1315
Char?ge in amount : 1487
of investments n 1491
1 ; 135.9
Investment Confidence Index 146.4
141.2
50 100 150 200
Somewhat Unlikely More or less the same Somewhat Likely Extremely Likely

The confidence across most indicators declined in February 2010 excluding change in amount of investments
which increased a mere 0.4 points to 149.1. An interesting finding for this quarter has been the conceding of the

J.P. Morgan Asset Management i ValueNotes Investment Confidence Survey
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top confidence spot, snapped up by the Indian economy in two preceding consecutive quarters, to investment s
increasing further. While the decline in confidence in the Indian economy could be deemed a concern, the very-
marginal (0.4 point) increase in the increasing investments further, re-af f i rms t he communityos
economyé6és long term prospects.

Pertinently, sentiment on the global economy which fell 8.6 points to 125.6. While this is higher than levels
recorded in July 2009, the fall does suggest that the
shootso are truly sprouting outside.

4.1 Retail confidence at an all-time high and Corporate sentiment at an all-time low

The chart below indicates the break-down of the ICI into its three components 1 Investor Index, Corporate Index
and Advisor Index for February 2010, September 2009 and July 2009.

Fig. 4.3 Retail investors regain highest confidence

. Neutral

Retail
147.1
= Jul 2009
Corporate = Sep 2009
= Feb 2010
Advisor 151.7
145.9
50 100 150 200
Somewhat Unlikely More or less the same Somewhat Likely Extremely Likely

The overall decline in confidence can be directly attributed to advisor and corporate sentiment, as retail investor
optimism remains unshaken, increasing 2 points to 147.1. Surprisingly, corporate confidence hit an all-time low
falling 11.8 points to 130.7. Based on a reading of the overall survey results, it is possible that the threat of a
stimulus roll-back and a rise in interest rates are playing on the corporate mindsets. Advisor confidence declined
5.8 points to 145.9 during this quarter, but is still significantly higher than the 136 in July 2009.
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Fig. 4.4 The financial community differs on economic outlook

February 2010
Ne;utral

Improvement in Indian
economic situation

Improvement in investment market

environment and atmosphere
M Retail
Improvement in global
economic environment - Corporate
Increase in BSE Sensex m Advisor
Appreciationin
investment portfolio
Change in amount
of investments 1737
50 100 150 200
Somewhat Unlikely More or less the same Somewhat Likely Extremely Likely
July 2009 September 2009
Neutral Neutral
mprovementin ncian [ 1421 T 1504
economic situation ! ; : 158.7
! 155.0 ’ 154.1
improvement i investment market || I 1395 [ 14s 0
; g 143.0 : 1471
environment and atmosphere i f .
: 140.3 ] 153.5
[ ] ' - Retal
Improvement in global ' 1090 1329 —1311;10.0
economic environment E§6.6 i 131.'0 Corporate
[ 1405 1 i 149.1
Increase in BSE Sensex ! 145.0 ! 1433 Advisor
' 144.9 : 146.7
Appreciation in ] 1382 i 1434
investment portfoli | 1310 ; 1375
Investment portiolio : 146.8 ' 156.9
Change in amount [ 1364 [ 1ats
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The primary confidence divider between retail investors, corporate treasuries and advisors has been their
respective outlook on the global and Indian economy. The retail investor confidence improved on the back of
increased expectations from the Indian and global economic environments (5.9 and 4.6 points increase,
respectively) in February 2010, as compared to September 2009. However, corporate and advisor confidence
towards the Indian and global economic environment declined in the same period. Corporate and advisor
confidence towards the Indian declined 23.7 and 4.5 points, respectively and is below July 2009 levels.

Interestingly, outlook on portfolio appreciation declined across board i Retail (1.5-point decrease), corporate (5.5-
point decrease) and advisors (5.2-point decrease). This coupled with a general re-affirmation of faith in increasing
investments over the next 6 months suggests a view in the community of a peaking pricing environment in
investment markets, with an expectation of a near-term correction which could yield attractive opportunities.
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Similar to the previous two quarters, advisors continue to display higher optimism on portfolio appreciation than
their clients.

4.2 Inflation is the largest confidence killer

In February 2010, there was no clear consensus within the three categories towards the biggest positive
economic indicator. Overall, GDP growth meeting / exceeding expectations is considered the most positive
economic indicator.

Fig. 4.5 GDP growth and corporate profits strongest positive economic indicators
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Corporate investors (38%) and advisors (42%) considered GDP growth meeting expectations as the biggest
positive indicator while opinion was divided among retail investors. Retail investors viewed a rise in RBI 6 s
monetary measures (21%) GDP growth (18%) and increased employment opportunities (17%) positively.

Fig. 4.6 Inflation, the most negative indicator today
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Inflation is considered the most negative economic indicator across the financial community. Corporate investor
opinion in this regard indicated a clear majority (62%) followed by advisors (45%) and retail investors (32%). High

government borrowing / fiscal deficit remains a key concern, especially with retail investors (22%) and advisors
(41%).
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4.3 Retail investors from BFSI and corporate investors from IT/BPO/Outsourcing are the most confident

The survey captures the i nvestor ds

seatoc. \Cprpotaie area dssigned a sector, based on their

¢ o mp a mlgminant revenue-generating activity. The chart below represents the change in confidence of retail
and corporate investors by sector for February 2010, September 2009 from July 2009 levels.

Fig. 4.7 Contrasting change in sector confidence between retail and corporate investors
200 - Retail confidence (Feb 2010) - 147.1 B Retail (Jul 2009) o Retail (Sep 2009)
Corporate confidence (Feb 2010) - 130.3 183 M Retail (Feb 2010) Corporate (Jul 2009)
180 A Corporate (Sep 2009) Corporate (Feb 2010)
167
160 - 154 153
152 150
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, %44
140 1 142 136 136 135136 140140 135
133 135 12512
"""""""""" | T 122
120 A
100 A
80 - T T ]
[T/BPO/Outsourcing Realty and Manufacturing Retail and Medical/BioTech. BFSI Services Others
Infrastructure Hospitality

Retail confidence is the highest in the BFSI (154) sector while corporate treasuries in IT/BPO/Outsourcing (142)
sector are most confident. The confidence of retail investors from the manufacturing sector increased the most

(11

points) and

crossed t

he

Medical/BioTechnology and services declined in February 2010.

The change

in confidence of corporate and retail

investors

A1500

is contrasting

benchmar k. However

in most sectors except

IT/BPO/Outsourcing where both investors confidence declined 2 points and corporate confidence declined 12
points. Corporate confidence in the retail and hospitality sector fell the highest, declining 65 points to 117.

4.4 Retail investors more bullish on income increase

Retail and corporate respondents were asked for their opinion on the likelihood of personal income/corporate
profits improving in the next six months.

Fig. 4
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Ret ai l investorsé expectation of i 8% in Ecbrmiagy 2010 fromert% io n a |
September 2009 and 61% in July 2009 while corporate expectation of an increase in profits (NPAT, excluding
investment income) was constant at 70% in February 2010 and September 2009. However, among retail
investorso6 an fiextremely |likelyod expectation of an i n
among corporate investors it declined to 20% from 26%.

45 Chennaids conf i de n creputgtiono wnblemisheds

The overall retail investor and IFA sentiment from each surveyed city shows some interesting deviations.

Fig. 4.9 Chennai IFA and investor confidence record all-time highs
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Overall retail confidence (147.1) is higher that IFA confidence (145.7) in February, reversing the view in
September 2009 when IFA confidence (150.2) scored over retail confidence (145.1). This is reflected in retail
confidence increasing across most cities except Kolkata and Hyderabad while IFA confidence declined in most
cities except Kolkata and Chennai.

It is interesting to note the contrasting change between Retail and IFA confidence Kolkata since July 2009 - Retalil
confidence has been consistently declining while IFA confidence has improved.

Chennai continues to not only retain its top spot in overall confidence, but optimism continues to rise further,
within retail investors as well as IFAs. Among IFAs, Chennai regained the highest confidence (153) which had
been temporarily ceded to Mumbai IFAs in September 2009. Retail confidence in Hyderabad plunged 29 points to
101, keeping it just above the neutral benchmark of A 1 0ahafell short of reaching its July 2009 levels by just 3
points. In what looks like a repeat of July 2009 results, Hyderabad retail confidence was also the lowest recorded
across any category of survey respondents this quarter.
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4.6 BSE Sensex likely to trade between 18,000 and 19,000 in June 2010

Retail investors and advisors were asked to indicate a level where they expect the BSE Sensex to be trading at
the end of June 2010. During the survey period, the Sensex ranged between 15,650 and 16,550.

Fig. 4.10 Advisors more confident of BSE Sensex trading at higher levels in June 2010
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The chart above represents the responses of retail investors and advisors for each range of the BSE Sensex.
Advisor sentiment on an increase in the BSE Sensex is significantly higher than the retail outlook. 93% of
advisors indicated that the benchmark Index would be trading at higher levels in June 2010, against 83% of retail
investors who expressed a similar outlook. Interestingly, opinion among advisors (27%) and investors (21%) alike
is for the Sensex to trade in the range of 18,0007 19,000.

Fig. 4.11 BSE Sensex exceeds retail and advisor expectations in December 2009
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In July 2009, retail investors and advisors were asked to indicate a level which they expected the BSE Sensex to
trade at the end of December 2009. A clear majority of investors (76%) and advisors (88%) expected the BSE
Sensex to increase from current levels. The largest percentage of investors (34%) and advisors (22%) expected it
to trade at 16,000-17,000 levels. This was marginally conservative when compared to the actual range during the
end of December 2009 (16,500 i 17,500).
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The Retail Investor Confidence Index stands at 147.1 for February 2010, which is a marginal increase of 2.0
points or 1.4% as compared to September 2009 and an increase of 8.8 points or 6.3% over July 2009.

The first chart below gives a comparison of the overall investor confidence Index between July 2009, September
2009 and February 2010, while the second chart gives the break-up of confidence on all the key parameters

under consideration.

Fig.5.1 Retail Investor Confidence Index
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Fig. 5.2 Investor Confidence Index and its components
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Retail investor confidence is the only Index which has risen in the successive three quarters. In the current
survey, the retail confidence gains significance owing to its status as the lone sub-index which has shown an
upward trend over September 2009. Confidence across most indicators has gone up, the exceptions relating to

portfolio appreciation and investments increase.

strengthened, cros&bfOg bhebbB8npbmat k. A A r estle sigmficaatf

influence of the economy, both global and domestic, and the BSE Sensex in boosting retail confidence
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5.1 Retail Confidence - By investor profile

Retail Investor Confidence when computed on the basis of their wallet size, indicates that fi Hi g h-wofthe t
| ndi vi du eetaikinvéstdrblwith dnvestible cash of more then INR 50 Lakhs are the most confident at 154.8,
a 7.5-point increase over September 2009). The most significant increase in confidence is seen among investors

with investible cash between INR 10 to 25 Lakhs (8.3-point increase) and INR 25 to 50 Lakhs (6.4-point increase),
during the same period.

However, the confidence among i s ma linvestorsdin the INR 2 to 5 Lakhs category declined 7.8 points to 140.8

points in February 2010. Incidently, the same category of investors had the highest level and gain in confidence in
September 2009.

Fig. 5.3 HNI confidence is the highest
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Fig.5.4 Confidence steadily increasing among Investors with wallet size > 10 lakhs
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The above graph depicts the confidence level of investors with more than 20 years of experience across different
wallet size. The confidence of larger investors with wallet size more than INR 10 lakhs has sustained an increase
in confidence from September 2009 and July 2009.

While smaller investorsdconfidence declined significanlty by 63.6 points to 108.3 to fall below July 2009 levels and
is the lowest in confidence among all wallet sizes..
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Retail Investor Confidence when computed on the basis of occupational status shows that self-employed
investors are the most confident at 149.1. The most significant rise in confidence has come from professionals
with confidence at 145.8, a 17.1 point increase over September 2009. Incidentally, professionals had recorded the
least confidence (128.7) in September 2009.

However, the confidence level of salaried employees from the private sector, which was the highest in September
2009, dipped 1.5 points to take second spot at 146.5.

Fig. 5.5 Slow and steady risein Self-e mpl oyed investorso6 confidenc
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Self-employed investor confidence, when drilled down further by wallet size, reveals an improvement in
confidence across most wallet sizes except INR 2 to 5 lakhs (4.5-point decrease). In February 2010, self-
employed investors with wallet size of INR 50 lakhs and above were most confident at 154.1, an increase of 6.5
points compared to September 2009.
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Retail Investor Confidence when computed on the sector employed in, shows that the respondents from BFSI
sector are the most confident (153.6) in February 2010, increasing 4.4 points from September 2009.The most

significant gain in confidence is seen in investors from the manufacturing sector (150.3), a 11.1-point gain over
September 2009.

After witnessing a significant increase in September 2009, retail investor confidence from the IT/BPO/Outsourcing
sector declined marginally by 2.4 points to 149.6 in February 2010. Incidentally, IT/BPO/Outsourcing sector had
the highest confidence in September 2009. The decreasing trend in confidence for the services sector continued
which stood at 139.8 points while retail and hospitality recorded the lowest confidence at 136.

Fig. 5.7 Retail investors from BFSI the most confident
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The confidence of respondents aged between 22 to 25 years (153.3) remains the highest across all age groups.

Fig. 5.9 Youth continue to be the most confident
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The most significant increase is in the confidence of respondents aged 60 to 65 years which stands at 145.1
points, a 10.7 points increase when compared to September 2009.
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However, the confidence of respondents aged between 55 to 60 years, after its increase to 140.7 points in
September 2009 has declined to 131.2 points, to fall below July 2009 level (131.3 points) and is the age group
with the lowest confidence.

J.P. Morgan Asset Management i ValueNotes Investment Confidence Survey

February 01 to February 14, 2010 JP Morgan

Page 25 Asset Management

Valuel\lotes




5.2 Retail Investment activity

The respondents for the retail investor survey were asked about their investment activity over the past 12 months.

The chart below represents the change

in percentage of respondents who invested in each of the said investment

instruments in February 2010, September 2009 and July 2009. Please note that the chart only indicates
investment activity and does not indicate the asset allocation.

Fig. 5.10
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Preference for stock investments is showing an increasing trend 1 rising 10 percentage points from September
2009 to February 2010. Investment in Mutual Funds after reducing a drastic fall of 12 percentage points from July

to September 2009 has remained stable

at 70% in February 2010. Investment activity in insurance and retirement

products has recorded the highest increase of 13 percentage points, to reach 75%.

Similarly, investment activity in property increased 8 percentage points to 45%, while activity in gold and other

bullion remained almost stable at 43%.
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The chart
occupational sector. Although investments in stocks is highest among investors in the manufacturing (85%),
sector, investments of investors in the BFSI sector increased the most by 12 percentage points to 84% in
February 2010. Investments from investors in the IT/BPO/Outsourcing sector increased consistently (3
percentage points) in February 2010 and September 2009.

The two occupational sectors that showed a decline in stock investments are realty & infrastructure (75%) and

above depicts the change i n

retail & hospitality (73%).
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5.3 Preferred information sources for investment decision making

Fig. 5.14
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Fig. 5.15 Brokers most favoured by HNIs
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The above chart represents the break up of information sources used by retail investors to make investment
decisions as per their wallet sizes. It is evident from the chart that personal network of family, friends and
colleagues is the most favoured information source for retail investors across most categories except those with
wallet size INR 10 to 25 lakhs and INR 25 to 50 lakhs. For these two categories of wallet size, financial advisors
wield the maximum influence at 24% and 26%, respectively.

Retail investors with wallet size between INR 2 to 5 lakhs favour personal networks the most with 33%
respondents opting for it.
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5.4 Retail - Other expectations

As part of the survey, respondents were asked for their opinion on the likelihood of an increase in their income,
increase in property prices in the next six months and the biggest positive and negative economic indicators for
the Indian economy. Their responses are given below.

Fig.5.16 Personal Income likely to rise
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Fig. 5.17
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The above charts clearly indicate that the increase in retail investor confidence may also be attributed to:

1 Positive outlook towards income increasing (79% extremely or somewhat likely),

1 Property prices increasing (75% extremely or somewhat likely)

Fig 5.17 and 5.18 depict the most positive and negative economic indicators as perceived by the retail investor.
i ndi c aytneasurds $21%) clossly follewed by
GDP growth (18%) and increased credit off-take from the private sector (18%). The Indian retail investor
considers inflation (33%) as the most negative factor in the economy today.
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Fig. 5.20 Majority investors expect incomes to rise and make additional investments
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the next six months. The retail investors who expecting an increase in income as well as indicate a likelihood of
increasing investments has increased to 60% from 56% in September 2009 and 48% in July 2009. In contrast,
respondents who are somewhat or extremely unlikely to increase investments despite a positive outlook on an
income increase are only 2% a further decline of 1% from the previous survey.

Fig.5.21 HNIs most expect a rise in BSE Sensex in June 2010
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The respondents were asked what level they expect the BSE Sensex to be trading at in June 2010. The chart
above represents responses from the respondents computed on the basis of wallet size.

76.3% of all retail investors expect the BSE Sensex to be trading at higher levels in June 2010 from current levels
(15,600-16,500). A significant portion of respondents (20.6%) expect the BSE Sensex to trade between 18,000-
19,000 levels at the end of June 2010. Respondents with wallet size between INR 25 to 50 lakhs were the highest
(23%) who expect it trade at these levels.
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Fig. 5.22 Expectation of a rise in BSE Sensex increases with wallet size
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In July 2009 survey, retail investors were asked to predict where the BSE Sensex would be trading at in
December 2009. The above graph shows the comparison of the values predicted by the retail investors and the
actual range of the BSE Sensex in December 2009. 36.4% retail investors predicted that the BSE Sensex would
be trading between 16,000 to 18,000 points in December 2009. The BSE Sensex actually traded between 16,500
to 17,500 points during the same period. Among the retail investors, HNIs were most accurate with 47%
expecting the BSE Sensex to trade in this range.
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5.5 Retail Confidence - By city

5.5.1 Chennai investors still most confident; Hyderabad least confident

Retail investors from eight selected cities were surveyed in February 2010, September 2009 and July 2009.

Fig. 5.23 Chennai investors again most confident, Hyderabad the least
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Retail confidence in Chennai increased 2.6 points in February 2010 to 166.2 and continues to be the highest
among all cities. This is followed by Mumbai which increased 12.8 points to 161.7 and overtook Bengaluru as the

city with the second highest confidence. Bengaluru investor confidence during the same period declined 6.7
points to 150.5.

Interestingly, Ahmedabad saw the most significant rise of 25.2 points to 155.7 in February 2010. On the other
hand, Hyderabad confidence decreased 28.8 points in February 2010 and continues to be the lowest for the third

guarter in a row. Similarly, confidence in Kolkata declined for the second consecutive time reducing by 4 points to
137.2.
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Retail confidence in Chennai increased marginally across most indicators except outlook on the global economy
and an increase in the BSE Sensex. Expectation of improvement in the Indian economic situation saw the highest
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increase (6.7 points) in February 2010 to 176.4 to become highest confidence driver. Expectation of portfolio
appreciation and increase in investments increased 4.5 and 5.7 points, respectively.

5.5.2 Super HNI confidence sustains increase in Mumbai, Chennai and Pune

The chart below represents retail confidence across cities for respondents with wallet size of INR 50 lakhs and
above (Super HNIs).

Fig. 5.26 Sustained confidence rise among Super HNIs in Mumbai, Chennai and Pune
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Confidence of Super HNIs increased across most cities except in Bengaluru and Hyderabad. Bengaluru
confidence which was extremely high (191.7) in September 2009, declined the most by 30.2 points to 161.5 in
February 2010. Chennai confidence of the same category increased 9.1 points to 179.5. Ahmedabad retalil
investor confidence saw the most significant increase of 32.8 points in February 2010 to stand at 161.6. However,

Super HNIs in Delhi recorded the largest drop in confidence which decreased 41.6 points to 111.5, the lowest
among all cities.
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Fig. 5.28 Self-employed and Professional Confidence levels change most across cities
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Confidence, measured by occupational status, was highest among self-employed retail investors in February
2010 to stand at 149.1. Ahmedabad saw the most significant increase in professional retail investor confidence of
81 points to stand at 185 in February 2010. Pune and Bengaluru also saw a substantial increment of 25 points
and 27 points respectively resulting in the overall confidence of self-employed respondents to increase 17.1
points to 145.8. However, Hyderabad and Delhi/NCR declined 60 points and 51 points, respectively with
Hyderabad falling below the A1000 benchmark.
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5.5.3 Positive and negative economic indicators across cities

Retail investors were asked their opinion of the biggest positive and most negative economic indicator in the
current indian economic environment. The first chart below represents their responses across cities for the most
positive indicator and the second chart below represents the most negative indicator across cities.

Fig. 5.29 GDP growth the biggest positive economic indicator in most cities
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There is no clear consensus among the cities with respect to the biggest positive economic indicator in the current
situation. Within the cities, Ahmedabad had a fairly clear opinion towards good Q2 corporate results (36%).

Hyderabad (36%), Del hi / NCR (26 %) and Kol kat aas thel agkt)
positive economic indicator.

Mumbai did not have a clear opinion with 19% considering GDP growth and rise in stock markets as the biggest
positive.

Fig. 5.30 Inflation still the most negative economic indicator
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Inflation is considered as the most negative economic indicator in almost all cities with a clear majority in

Bengaluru (50% respondents). However, Ahmedabad (45%) and Pune (28%) respondents view the adverse
effects of a deficient monsoon as a larger concern.
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Mumbai investors expect Sensex to trade between 20,000 and 21,000 in June 2010

investors were asked to indicate the range they expect the BSE Sensex to trade in June 2010. The chart
depicts the percentage of respondents from each of the key cities that indicated the range which they

expect BSE Sensex to trade during June 2010.

Fig. 5.
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During the survey period, the Sensex moved between 15,600 and 16,500. Investors in Ahemdabad are
expectedly the most bullish with 94% expecting an increase from current levels. More significantly, investor
opinion in Mumbai (32%) is titled towards the BSE Sensex ranging in 20,000 - 21,000 levels.

Hyderabad is the only city with moderate pessimism and 73% expect the BSE Sensex to fall below the survey

levels

Value

with 35% expecting it to trade between 14,000 i 15,000 levels in June 2010.
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In July 2009 survey, retail investors were asked to predict where the BSE Sensex would be trading at in
December 2009. The above charts show the comparison of the values predicted by retail investors across various

cities and the actual values at which the BSE Sensex traded in December 2009.
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Retail investors from Kolkata and Bengaluru were found to be the most accurate with 46% investors in each city
predicted the BSE Sensex to trade between 16,000 to 18,000. Hyderabad was found to be the least accurate city
as only 19% respondents had predicted BSE Sensex to trade between 16,000 and 18,000 points.
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The Corporate Investor Confidence Index for February 2010 stands at 130.7, an all-time low since the ICI lauch in
July 2009. From September 2009, the Corporate Index has fallen 11.8 points or by 8.3%. There are strong
signals through the survey that corporate treasuries across India have lowered their outlook on Indian economic
growth, primarily on the back of concerns around inflation and high government borrwings.

The first chart below compares the Corporate Investor Confidence Index for February 2010, September 2009 and

July 2009, and the second chart gives the break-up of corporate confidence for February 2010, September 2009
and July 2009 on all the key parameters under consideration.

Fig.6.1 Corporate Confidence Index
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Fig. 6.2 Corporate Confidence Index and its components
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The largest dent to corporate confidence has been inflicted by significantly lowered outlook on the Indian
economic prospects, slipping 23.7 points to 135, which is lower than July 2009 levels. Interestingly, while the

global economy still ranks the lowest for Indian corporates, unlike outlook on India, the global outlook is still
remains higher than July 2009 levels by 6 points.
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6.1 Corporate Confidence - By treasury size

Corporate Investor Confidence when computed on the basis of ther espondent 6s treasury s
levels of confidence, with treasuries in the range INR 50 i 150 crores showing the highest confidence at 144.4

points. However there has been a general decline in confidence across all treasury sizes except in the range INR

171 50 crores. Interestingly, this category had the lowest confidence of 79.9; well below the neutral benchmark
A1000 i n 689 The corfidence i@ February 2010 increased 56.9 points to 136.1.

Fig. 6.3 Confidence slipping at larger treasuries
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Fig. 6.4 Confidence levels towards an increase in investment portfolio
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The above chart depicts the confidence levels for change in amounts of investments by treasury size of
corporates. The change in confidence levels varies across categories with larger treasury confidence declining in
February 2010 as compared to September 2009 while confidence of corporates with smaller treasury sizes of INR
17 50 crores (161.1) and INR 50 7 150 crores (141.7) increasing during the same period. In fact, the confidence
of smaller INR 17 50 crores treasuries surged upwards by 66.7 points.

Interestingly, treasury sizes of INR107 100 | akhs (I NR 1 crore) remained con
now below the confidence level of INR 50 i 150 crores (161.1).
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6.2 Corporate Investment activity

Fig. 6.5 Investment activity in debt MFs range bound while FDs decrease consistently
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Fig. 6.5 depicts the change in investment activity of corporate investors in February 2010, September 2009 and
July 2009, across various categories of investment options during the last 12 months. Debt mutual funds remain
the most popular investments for corporates, despite activity falling 8 percentage points to 88%. Very significantly,
investment activity in term deposits is showing a declining trend, as indicated by the fall from 78% in July 2009 to
58% and 52% in September 2009 and February 2010, respectively.

Activity in bonds recorded the biggest fall of 16 percentage points, to 36%.

Fig. 6.6 Money market funds investment decreases but still most popular with corporate treasuries
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Fig. 6.6 indicates investment activity in debt mutual funds. The investment activity in money market funds has
reduced by 8 percentage points to 88% when compared to September 2009 but continues to be the most
preferred mutual fund option among corporates. Both bonds and fixed maturity plans (FMPs) experienced
resurgence in investment activity to 35% and 38%, respectively.
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6.2.1 Investment Activity in Money Market Mutual Funds by Treasury Size

In this section, the treasury sizes of the various corporate respondents are analysed with their investment activity
in money market mutual funds across the three quarters.

Fig. 6.7 Increasing popularity for money market remains popular with bigger treasury size
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Investment activity in money market funds with treasury size of INR 1- 50 crores (71%) and INR 50 i 150 crores
(36%) increased in February 2010. However, popularity with larger treasuries (INR 150 crores and above)
reduced during the same period.

Fig. 6.8
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The Advisor Confidence Index for February 2010 stands at 145.9, a decrease of 5.8 points or 4% as compared to

September 2009. Thi s has resulted in the i ndeXowevar dorfidegce reneaind® w t
higher than the July 2009 Ilevels of 136. 0. An analys
confidence drivers are their clients i client portfolio appreciation as well as additional investments expected to
flow in through the advisory channel.
The first chart below gives a comparison of the Advisor Confidence Index between February 2010, September
2009 and July 2009. The second chart gives the break-up of confidence on all the key parameters under
consideration.
Fig.7.1 Advisor Confidence Index
136.0
Jul
2009
151.7
Sep
2009
1459
Feb
2010
0 50 100 150 200
Extremely Unlikely Somewhat Unlikely More or less the same Somewhat Likely Extremely Likely
Fig. 7.2 Advisor Confidence Index and its components
Neutral
o 155.0
Improvement in Indian 1541
economic situation ’
149.6
Improvement in investment market 1535
environment and atmosphere ’
Improvement in global .3ul 2009
economic environment
Sep 2009
Increase in BSE Sensex
Feb 2010
Appreciationin
investment portfolio 151.%56'9
Change in amount
of investments 167'7173.7
Advisor Confidence Index 151.7
1459
50 100 150 200
Somewhat Unlikely More or less the same Somewhat Likely Extremely Likely
The decline in advisor confidence is across most parameters except change in amount of client investments.
Optimism towards clients increasing investments was also the highest gainer in September 2010 and increased
by a further4poi nts to 173.7 in February 2010. However, expec

5.2 points but continues to be the parameter with the second highest confidence. Advisors are concerned about
global economy in particular and domestic economy marginally, as reflected by the fall in both indicators by 11.3
points and 4.5 points respectively...
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7.1 Advisor Confidence - By category

Confidence among all categories of advisors decreased but banks continue to display the highest confidence
similar to September 2009 and July 2009. Interestingly, banks have the highest fall in confidence of 7.9 points to
149.6. Both, IFA and N/RD confidence declined 4.7 points to 145.7 and 142.5 respectively.

The first chart below represents the confidence of all three categories of advisors in September 2009 and July
2009. The second chart provides a break-up of confidence across IFAs, Banks and N/RDs in September 2009
across all six parameters under consideration.

Fig. 7.3 Confidence falls across all categories of Advisors
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Fig. 74 Advisor confidence lowest in improvement in global economic environment
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All three categories of advisors i IFAs (168.6), banks (177.5) and N/RDs (175.0) are most confident of their client
increasing the amount of investments as compared other parameters However, confidence across categories is
lowest towards an improvement in the global economic environment. Among them N/RDs are the least confident
with the Index at 112.5.

Among the advisors, banks have the highest confidence across most parameters except of an improvement in the
BSE Sensex with IFAs being the most confident.
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The pie-charts below show the break-down of the most positive and negative economic indicators based on
responses of all advisors.
Fig. 7.5 Fig. 7.6
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A clear majority (67%) of advisors indicated good Q2 corporate profits as the most positive economic indicator
followed by GDP growth meeting/exceeding expectations (16%).

Advisors have voted for inflation (49%) as the most negative economic indicator, followed by high government
borrowings / fiscal deficit (32%).

Fig. 7.5
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Fig. 7.7 95% of banks expect SENSEX to rise further
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A majority (82%) of advisors in India are positive about the BSE Sensex trading at higher levels in June 2010
compared to current levels, the highest among them being banks at 95%.

The range where the largest percentage of respondents expected the BSE Sensex to trade varied for all three
categories of advisors. Banks (31%) expected it to trade between 18,000 i 19,000 levels, IFAs (37%) were lower
at 17,0007 18,000 and N/RDs (31%) were the lowest at 15,000 and 16,000, marginally below the current levels.

Fig. 7.8 BSE Sensex marginally exceeds advisor expectation in December 2009
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In July 2009, advisors were asked the levels they expected the BSE Sensex to trade at the end of December
2009. A majority (88%) of advisors expected the BSE Sensex to increase from current levels. Among the
advisors, 31% of IFAs and 42% of banks expected it to trade between 16,000 i 17,000 levels while 40% of N/RDs
expected it to trade between 14,000 i 15,000 levels. However, in December 2009 the BSE Sensex trade at levels
higher than all their expectations.
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7.2 IFA Confidence

The IFA Confidence index decreased 4.5 points to 145.7 in February 2010 as compared to September 2009
ow the 1500
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Fig. 7.10 IFA Confidence Index and its components
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The IFA confidence index decreased on all parameters except change in amount of investments from clients
when compared to September 2009. The confidence level of change in amount of investments increased 7.5
points to 168.6 representing a steady increase in all three quarters and continues to be the parameter with

highest confidence. On the contrary, appr eci ati on in clients?®o
8.3 points to 150.0.

i nvest ment

Improvement in global economic environment declined 5.7 points to 121.5 and continues to be lowest on

confidence among the six indicators.
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7.2.1 IFAT By City
The IFA confidence for all the eight cities surveyed is shown below for February 2010, September 2009 and July
2009. The IFA confidence index has decreased across cities except Kolkata, Hyderabad and Chennai.

Fig. 7.11 Delhi and Mumbail FA6s confi dence undergoes a reversal ¢«
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In September 2009, IFA confidence in Delhi and Mumbai was the highest but they declined the most in February
2010 by 12.6 and 12.3 points respectively, to 140.9 and 142.5. However, IFAs in Kolkata, Hyderabad and
Chennai have shown a steady increase in confidence over the three quarters.

The marginal increase of 1.1 point to 152.5 in confidence among Chennai IFAs has helped them regain the
highest confidence among the eight cities. However, IFAs in Pune showed the least confidence in February 2010
at 140.3 declining 9.1 points compared to September 2009. Although IFA confidence in Ahmedabad declined
marginally by 2.6 points to 150.6 in February 2010, it is second only to Chennai IFA confidence.
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Fig. 7.12 GDP growth clearly the most positive economic indicator for IFAs across all the cities
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*GDP growth meeting/exceeding expectations

Across all the cities, 46% of IFAs considered GDP growth meeting / exceeding expectations as the most positive
economic indicator. Among the cities, IFAs in Bengaluru had the largest majority (65%). This was followed by Q2
corporate results and Increase in Fll inflows with 15.4% of IFAs considering it the most positive economic
indicator.

Fig. 7.13 Therisein Inflation is the major concern for IFAs
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IFAs from most of the cities except Kolkata (48%) consider rise in Inflation as the most negative economic
indicator. Among the cities, Hyderabad IFAs (63%) were most concerned about the impact of inflation on the
economic situation.

The other major concerns among IFAs across cities include high government borrowings / fiscal deficit (32%)
followed by adverse climatic conditions affecting agriculture output (9.5%). In fact, a largest percentage of IFAs in
Kolkata (43%) were of the view that high government borrowing / high fiscal deficit was the biggest concern.
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The charts below represent the responses of IFAs by city on the level they expect the BSE Sensex to trade at by

the end of June 2010.

Fig. 7.14 Ahmedabad IFAs most confident of BSE Sensex rising in June 2010
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IFAs across all cities expect the BSE Sensex to trade at a higher level in June 2010. Ahmedabad IFAs are the
most optimistic (89%) of the BSE Sensex trading at higher levels among the cities. IFAs in most of the cities
believe that the Sensex will trade at 18,000 i 19,000 levels in June 2010 with IFAs in Delhi (50%) and Pune
(52%) showing a clear majority. However, Bengaluru IFAs (30%) believe it will trade between 17,000 i 18,000
levels.
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The charts below show the July 2009 survey responses of IFAs across cities on the levels the BSE Sensex is

expected to trade in December 2009.
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Fig. 7.15 Bengaluru IFAs prediction of BSE Sensex in December 2009 most accurate
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In July 2009, IFAs across all the cities expected the BSE Sensex to rise with Chennai IFAs (100%) most
optimistic. Highest percentage of IFAs in most cities expected it trade between 16,0007 17,000 levels. However,
IFAs in Mumbai (26%) and Pune (27%) expected it to trade higher between 18,000 i 19,000 levels.

The prediction of the IFAs in most cities was fairly accurate on the conservative side as the BSE Sensex traded
between 16,500 i 17,500 levels in December 2009. IFAs in Bengaluru were the most accurate among the cities

as 64% had expected to trade between 16,000 i 18,000 levels.
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