JP Morgan India

Fat Prophets Take Profits

The Indian economy has had its ups and downs in recent years and although the economy has
tremendous long-term promise, we revisit JP Morgan Indian Investment Trust to see if it still

fits with our direction.
What’s new?

In 2019 the circumstances look much improved for India, as geopolitical tensions against

neighbouring Pakistan have eased while domestic issues look to be improving with Prime

Minister Narendra Modi and his Bharatiya Janata Party (BJP) - the current incumbent - won

a greater majority (303 versus 52) than anticipated. This means that the BJP, and by

extension PM Modi, could stick to their longer-term policies without having to deal with the

opposition voting it down.

Outside of geopolitics, there were also some positives with the Reserve Bank of India cutting

benchmark rates 3 times this year which bodes well for domestic spending. However, there

seems to be economic headwinds from abroad with the latest trade numbers in June showing
a 9.7% fall in exports, the first contraction in 9 months while the US recently scrapped
preferential tariffs for Indian exports under the Generalised System of Preferences. The

change looks as though it will impact Indian exports further down the line.

That said, there were also some bumps as “India Inc.” reported subdued quarterly earnings,

while the slowdown in the economy has rattled investor sentiment (both local and foreign)



and dragged down Indian equities over the past few weeks. Then there are other geopoliti
issues, especially in the case of volatile oil prices which could create further volatility in Indian

markets.

With the big picture view perhaps a little bleaker now, and looking at the Trust, it has slightly

underperformed its benchmark in June. Performance was impacted largely by its exposure to

IndusInd Bank which faced headwinds due to problems in its non-bank financial sector. There
was also profit taking on Cement stocks in the month leading to the Fund’s exposures in ACC,

Ambuja and UltraTech losing market value.

The Fund’s performance is reflected in the graphic below (Legend: 1 = Share Price

Performance, 2 = Net Asset Value performance, 3 = MSCI India Index performance):



QUARTERLY ROLLING 12-MONTH PERFORMANCE (%) .
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Source: JII 30 June 2019 Fact Sheet

Looking ahead

Global headwinds aside, there seems to be a looming risk from the unfolding crisis in the
“Non-Banking Financial Company” (shadow banking) sector. There have been a number of
large defaults which are leading to some ‘collateral damage’ across the bond market, mutual
funds and overall liquidity. This may in fact spread further to other Banking/Financial stocks
of which the Fund has a large 42.2% exposure, which is substantially higher than the
benchmark by 16.4 percentage points.
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With a bearish scenario view on Indian financials, we believe it more prudent to take this
opportunity to sell the Fund. More broadly, we are also taking a more selective view

(selecting individual stocks) on stock selection.
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Accordingly, we move our rating on the JP Morgan Investment Trust (LSE.JII) to SELL. It will

be removed from the Fat Prophets portfolio and coverage will cease immediately.

DISCLAIMER

Fat Prophets has made every effort to ensure the reliability of the views and recommendations expressed in the reports published on its websites. Fat
Prophets research is based upon information known to us or which was obtained from sources which we believed to be reliable and accurate at time of
publication. However, like the markets, we are not perfect. This report is prepared for general information only, and as such, the specific needs, investment
objectives or financial situation of any particular user have not been taken into consideration. Individuals should therefore discuss, with their financial planner
or advisor, the merits of each recommendation for their own specific circumstances and realise that not all investments will be appropriate for all subscribers.
To the extent permitted by law, Fat Prophets and its employees, agents and authorised representatives exclude all liability for any loss or damage (including
indirect, special or consequential loss or damage) arising from the use of, or reliance on, any information within the report whether or not caused by any
negligent act or omission. If the law prohibits the exclusion of such liability, Fat Prophets hereby limits its liability, to the extent permitted by law, to the
resupply of the said information or the cost of the said resupply. As at the date at the top of this page, Directors and/or associates of the Fat Prophets Group of
Companies currently hold positions in: ASX- Listed Australian stocks ABP, ADI, AMC, ANZ, APA, ARF, AVN, BHP, BOQ, BPT, BWP, CBA, CHC, CKF, CQE, DHG,
ELD, EVN, FID, FMG, FPC, FPP, GMG, GOR, GPT,HUB, IGO, ILU, JHK, MAI, MCR, NAB, NCM, NEC, NUF, NXT, ORE, OSH, OVH, OZL, PAN, PPS, QBE, RIO, S32,
SAR, SBM, SCG, SCP, SFR, SGP, SHL, SHV, SLR, SPK, SRV, STO, SUN, SYD, TLS, TPM, VCX, VOC, WBC, WES, WHC, WPL, WSA, International stocks: Alibaba,
Alphabet, Alstria Office, American Homes 4 Rent, Apple, Ashford Hospitality Trust, Avalonbay Communications, Baidu, Braemar Hotel & Resorts, Brookfield
Property Partners, Camden Property Trust, Castellum, Champion Real Estate Investment Trust, China Lodging Group , CNOOC, Coeur Mining, Columbia
Property Trust, Cubesmart, Deutsche Wohnen, Entra ASA, Euronext, Extended Stay America, Extra Space Storage, FedEx, Frasers Hospitality Trust,
Guangzhou Automotive, Heineken, Harmony Gold, Hufvudstaden, Icade, Industrial Logistics Properties Trust, Inmobiliaria Colonial Intu Properties, Japan
Airport Terminal, Land Securities Group, Meituan Dianping, MGM China, Mitsui Fudosan Co, National Storage, Nintendo, Office properties income Trust,
Prologis, Retail Value, Sands China, Segro, Seritage Growth Properties, Site centres Corp, SMC Corp, Sony, SPDR Gold Trust, Spirit Reality Capital, Sumitomo
Mitsui Financial, Tanger Factory Trust, Taubman Centres, Tencent, Vail Resorts, VanEck Vectors Gold Miners ETF, VanEck Vectors Junior Gold Miners ETF,
Vereit, Vodafone, Vonovia, Vornado Reality, Trust, Walt Disney, Wharf Real Estate Investment Co, Wynn Macau, Wynn Resorts, Zillow, ZOZO. These may
change without notice and should not be taken as recommendations.
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