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MS Institutional Investor Survey – In Summary

• Only one-third of the investors are O/W on India with only one-fourth 
expecting India to outperform EM in 2011.

• Investors view domestic inflation as the biggest impediment to equity 
market performance.

• Investors expect inflation to peak between 9.0% and 9.5% in 2011.
• Government reforms and global markets are regarded as key drivers of 

market performance.
• Investors expect markets to touch a new high in 2011 (of about 22,100), 

although they expect the markets to close the year circa 10% higher. 
• They expect the second half to be better for the market than the first half.
• Stock picking is the preferred strategy for 2011.
• Technology and Healthcare are favored sectors. Financials is the least- 

preferred sector.
• Among asset classes, gold and crude oil are at the top of the preferred list, 

while real estate is the most disliked asset class.

Morgan Stanley does and seeks to do business with 
companies covered in Morgan Stanley Research. As 
a result, investors should be aware that the firm may 
have a conflict of interest that could affect the 
objectivity of Morgan Stanley Research. Investors 
should consider Morgan Stanley Research as only a 
single factor in making their investment decision.  
For analyst certification and other important 
disclosures, refer to the Disclosure Section, 
located at the end of this report.
+= Analysts employed by non-U.S. affiliates are not registered with FINRA, may 
not be associated persons of the member and may not be subject to 
NASD/NYSE restrictions on communications with a subject company, public 
appearances and trading securities held by a research analyst account.
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MS Institutional Investor Survey: Investor Sentiment Bearish

• Only one-fourth of the buy-side investors believe that India will 
outperform EM in 2011 – This is first time since Jan-09 (when 
we launched the survey) that the majority of the participants 
expect India to underperform EM. 

• About two-third the participating investors are underweight India 
– the lowest since Jun-09. The conviction levels on the Indian 
markets seem to be neutral to low for a majority of them.

• Investors expect RBI to hike rates between 75bp and 100bp (we 
expect 100bp), and almost unchanged 10-year bond yields. 

• Investors expect the Sensex to close the year 11% higher than 
current levels  About one-fifth of the investors think that the 
market is not going higher in 2011. Three-quarters of the 
investors expect the 2H11 to be better than 1H11.

• Sensex earnings growth is expected to be around 17% in F2012 
as compared to our estimate of 22%.

• Stock picking seems to be dominant theme among investors 
with one-half of the investors voting for it as the best way to 
make money in 2011. One-third think Indian equities are rich 
and they will only buy on corrections. 

• Domestic investors believe that global markets will be the 
critical driver of Indian equities in 2011, while foreign investors 
seem to put more importance on government policies. 

Key Debate: With the FII inflows turning negative and the domestic flows turning positive, the key debate is whether these two sets of investors will 
turn bearish and bullish on India, respectively, for 2011.

Market View: Our recent investor interactions and our investor survey underpin a rather bearish sentiment for India in 2011. Our customary semi- 
annual investor survey (with 89 participants) reveals the following: 

• One-third of the investors opine that domestic inflation is the 
biggest concern for India in 2011.  They expect inflation to peak 
at between 9.0% and 9.5% in 2011 vs. the current level of 8.5%. 

• Only 15% of the investors think that a spike in crude oil prices is 
the biggest concern for India. Investors are expecting oil prices 
to be in the US$100-110/barrel range. Domestic investors are 
expecting crude prices to rise by 13% from the current levels, 
and crude is their preferred asset class for 2011.

• Technology (for foreign investors) and Healthcare (for domestic 
investors) are the favorite sectors, whereas Financials (which 
was the most-favored sector in the Jun-10 survey) and Utilities 
are the least favored. Overall, foreign investors rank gold as 
their favorite asset. Across all respondents, AAA corporate 
bonds top the list. Real estate is the least-preferred class for 
2011. 

• Our view: We expect moderate returns from the market, although 
the recent correction has taken our expected returns to around 16%. 
We believe that macro will continue to be the key driver and, hence, 
wider sector bets rather than stock picking are the preferred 
strategy. Our view is that crude oil prices could be the swing factor 
for India’s relative performance. We think inflation has peaked and 
market interest rates (not policy rates) are close to peaks. Tactically, 
we are underweight Financials although looking for triggers to 
upgrade. We like investment-related sectors like Industrials, Utilities, 
Energy and Materials, and are Underweight consumption. 
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MS View
International fund 

manager GEMS fund manager
Long Short fund 

manager

India dedicated 
overseas fund 

manager
Domestic fund 

manager

Aggregate 
Foreign 

Investors

GDP growth 8.7% 8.3% 8.4% 8.5% 8.1% 8.3% 8.3%
WPI (Inflation) 6.8% 7.6% 7.3% 7.2% 7.1% 7.1% 7.2%
WPI Peak in 2011 NA 9.7% 9.1% 9.0% 9.6% 9.0% 9.4%
Policy rate 7.3% 7.3% 7.1% 7.3% 7.0% 7.1% 7.1%
10-year bond yield NA 8.5% 8.4% 8.4% 8.3% 8.2% 8.4%
Crude prices/barrel NA 112 107 107 104 103 107
Currency view NA 46 46 46 46 45 46
High point for Sensex in 2011 NA 20,833 22,389 22,333 22,444 22,052 22,163
2011 Year-end target for Sensex 22,100 18,333 21,667 21,000 21,667 20,786 21,058
Will India outperform Emerging markets in 2011? NA No No No No Not Sure No
Current position on Indian equities? NA Underweight Underweight Equalweight Equalweight Overweight Underweight
Sensex earnings growth 22% 14% 16% 17% 18% 17% 17%
Investment Horizon (months) NA 29 15 10 17 26 17

Best description of the Indian equity markets

Equities are 
expensive & I shall 

only buy on 
correction

Single most important driver for Indian equities Global Markets
Government 

Policies
Government 

Policies
Government 

Policies
Global Markets

Government 
Policies

Biggest concern Spike in Oil Prices

Conviction level for India equities Just About Fine Just About Fine Low Conviction Just About Fine Just About Fine Just About Fine

Best performing sector Telecom Materials/Technology Healthcare Technology Healthcare Technology

Worst performing sector Utilities/Industrials Utilities Financials/Telecom/Ut
ilities

Telecom Financials Utilities

Most preferred asset class Gold Sensex Gold/Small & Mid Cap BSE Mid-cap index Crude Oil Gold

Least preferred asset class BSE Small-Cap index Cash Cash Real Estate Real Estate Real Estate

Better market perf. expectation between 1H and 2H of 2011 <------------------------------------------------------------------------------------Second Half-------------------------------------------------------------------------------------->

<------------------Domestic Inflation------------------> <---------------------------------Domestic Inflation--------------------------->

<-----------------------------------------------Stock picking is the best strategy for 2011--------------------------------------------->

Themes for 2011

Macro and Market view for 2011

Summary of Latest MS Institutional Investor Survey (Jan-11) 

Source: Morgan Stanley Research
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India Position Falls Further, India Expected to Underperform

Source: Morgan Stanley Research

Will India Outperform EM? OW Position in Portfolios 
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Our Institutional Investor Surveys over Time: Sector 
Choices…

Most Favoured Sector Least Favoured Sector

Jan-09 Consumer Staples Industrials

Jun-09 Industrials Consumer Staples

Jan-10 Financials Consumer Staples

Jun-10 Financials Telecom

Jan-11 Technology Utilities

Most Favoured Asset Least Favoured Asset

Jan-09 Gold Real Estate

Jun-09 BSE Mid-cap Index Government Bonds

Jan-10 BSE Mid-cap Index Cash

Jun-10 BSE Mid-cap Index Crude Oil

Jan-11 Gold Real Estate

…Asset Class Choices

66% of the 
investors are 
either UW or 
EW in their 
portfolios
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Jan 2011 Survey: High Growth and Higher Inflation

Source: Morgan Stanley Research

F2012 Average WPI InflationF2012 GDP Growth

F2012 Year-end RBI Repo Rate Inflation Peak in  2011 
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Sensex 2011 Year-end Level

Jan 2011 Survey: Moderate Returns Expected for the Market in 2011

Source: Morgan Stanley Research

F2012 Sensex Earnings Growth
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Conviction
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Just About
Fine

Low
Conviction

Very Low
Conviction

Will India continue to Outperform EM 
in 2011?

Biggest Concern for Indian Equities for 2011

Jan 2011 Survey: Key Worry: Domestic Inflation, Key Driver: Global Markets 

Source: Morgan Stanley Research

Most Important Driver for Indian Equities for 2011
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Other

Jan 2011 Survey: Stock Picking Is the Favored Strategy

Source: Morgan Stanley Research, * Score is based on votes, higher the score more bullish is the view. 
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Summary of Our Previous Institutional Survey (Jun-10)

MS View GEMS fund manager
Domestic fund 

manager
International fund 

manager
Long Short fund 

manager

India dedicated 
overseas fund 

manager Aggregate

GDP growth 8.5% 8.1% 8.5% 8.4% 8.5% 8.7% 8.6%
WPI (Inflation) 7.9% 7.7% 8.0% 8.4% 8.3% 8.4% 8.1%
Policy rate 5.8% 6.2% 6.1% 6.0% 6.0% 6.1% 6.0%
10-year bond yield NA 7.9% 7.7% 7.7% 7.7% 7.8% 7.7%
Crude prices/barrel NA 75 75 78 74 75 76
Currency view NA 45 45 46 46 46 45
High point for Sensex in 2010 NA 19611 19362 19071 19367 18971 19535
2010 Year-end target for Sensex 19400 19056 18667 18536 18594 17853 18795
Will India outperform Emerging markets in 2010? NA 22% 52% 21% 38% 29% 43%
Current position on Indian equities? NA Overweight Overweight Overweight Equalweight Overweight Overweight
Sensex earnings growth 23% 21% 21% 19% 21% 21% 21%
Broad market earnings growth NA 23% 23% 22% 23% 24% 23%
Investment Horizon (months) NA 17 20 16 15 26 19

Best description of the Indian equity markets

Single most important driver for Indian equities

Biggest concern
Global 

Growth/Sovereign 
Debt/Inflation

Global 
Growth/Inflation Inflation Sovereign Defaults Sovereign Defaults

Sovereign 
Defaults

Best Performing sector Cons. 
Disc./Technology

Financials Materials Financials Consumer 
Discretionary

Financials

Worst Performing sector Materials Telecom Cons. 
Disc./Technology

Healthcare Telecom Telecom

Most preferred asset class Gold BSE Mid-cap index Cash Gold Gold BSE Mid-cap 
index

Least preferred asset class Real Estate Government 
Bonds/Cash

BSE Small-Cap index Crude Oil Crude Oil Crude Oil

<---------------------------------------------------------------------------------------------Global Markets--------------------------------------------------------------------------------------------------------->

Macro and Market view for F2011

Themes for 2010
<----------------------------------------------------------------------------Stock picking is the best strategy for 2010--------------------------------------------------------------------------------->

Source: Morgan Stanley Research



M O R G A N  S T A N L E Y  R E S E A R C H

January 20, 2011
India Strategy

10

The information and opinions in Morgan Stanley Research were prepared or are disseminated by Morgan Stanley Asia Limited (which accepts the responsibility for its contents) and/or 
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services license No. 233742, which accepts responsibility for its contents), and/or Morgan Stanley Smith Barney Australia Pty Ltd (A.B.N. 19 009 145 555, holder of Australian financial 
services license No. 240813, which accepts responsibility for its contents), and/or Morgan Stanley India Company Private Limited and their affiliates (collectively, "Morgan Stanley").
For important disclosures, stock price charts and equity rating histories regarding companies that are the subject of this report, please see the Morgan Stanley Research Disclosure Website 
at www.morganstanley.com/researchdisclosures, or contact your investment representative or Morgan Stanley Research at 1585 Broadway, (Attention: Research Management), New York, 
NY, 10036 USA.
Analyst Certification
The following analysts hereby certify that their views about the companies and their securities discussed in this report are accurately expressed and that they have not received and will not 
receive direct or indirect compensation in exchange for expressing specific recommendations or views in this report: Ridham Desai.
Unless otherwise stated, the individuals listed on the cover page of this report are research analysts.

Global Research Conflict Management Policy
Morgan Stanley Research has been published in accordance with our conflict management policy, which is available at www.morganstanley.com/institutional/research/conflictpolicies.
Important US Regulatory Disclosures on Subject Companies
The equity research analysts or strategists principally responsible for the preparation of Morgan Stanley Research have received compensation based upon various factors, including quality 
of research, investor client feedback, stock picking, competitive factors, firm revenues and overall investment banking revenues.
Morgan Stanley and its affiliates do business that relates to companies/instruments covered in Morgan Stanley Research, including market making, providing liquidity and specialized 
trading, risk arbitrage and other proprietary trading, fund management, commercial banking, extension of credit, investment services and investment banking. Morgan Stanley sells to and 
buys from customers the securities/instruments of companies covered in Morgan Stanley Research on a principal basis. Morgan Stanley may have a position in the debt of the Company or 
instruments discussed in this report.
Certain disclosures listed above are also for compliance with applicable regulations in non-US jurisdictions.

Disclosures Section

Morgan Stanley ModelWare is a proprietary analytic framework that helps clients uncover value, adjusting for distortions 
and ambiguities created by local accounting regulations. For example, ModelWare EPS adjusts for one-time events, capitalizes 
operating leases (where their use is significant), and converts inventory from LIFO costing to a FIFO basis. ModelWare also 
emphasizes the separation of operating performance of a company from its financing for a more complete view of how a company 
generates earnings.
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STOCK RATINGS
Morgan Stanley uses a relative rating system using terms such as Overweight, Equal-weight, Not-Rated or Underweight (see definitions below). Morgan Stanley does not assign ratings of 
Buy, Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy, hold and sell.  Investors should carefully read the definitions 
of all ratings used in Morgan Stanley Research. In addition, since Morgan Stanley Research contains more complete information concerning the analyst's views, investors should carefully 
read Morgan Stanley Research, in its entirety, and not infer the contents from the rating alone.  In any case, ratings (or research) should not be used or relied upon as investment advice.  
An investor's decision to buy or sell a stock should depend on individual circumstances (such as the investor's existing holdings) and other considerations.
Global Stock Ratings Distribution
(as of December 31, 2010)
For disclosure purposes only (in accordance with NASD and NYSE requirements), we include the category headings of Buy, Hold, and Sell alongside our ratings of Overweight, Equal- 
weight, Not-Rated and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not 
the equivalent of buy, hold, and sell but represent recommended relative weightings (see definitions below). To satisfy regulatory requirements, we correspond Overweight, our most 
positive stock rating, with a buy recommendation; we correspond Equal-weight and Not-Rated to hold and Underweight to sell recommendations, respectively.

Disclosures (cont.)

Data include common stock and ADRs currently assigned ratings. An investor's decision to buy or sell a stock should depend on individual circumstances (such as the investor's existing holdings) 
and other considerations. Investment Banking Clients are companies from whom Morgan Stanley received investment banking compensation in the last 12 months.

Analyst Stock Ratings
Overweight (O or Over) - The stock's total return is expected to exceed the total return of the relevant country MSCI Index, on a risk-adjusted basis over the next 12-18 months.
Equal-weight (E or Equal) - The stock's total return is expected to be in line with the total return of the relevant country MSCI Index, on a risk-adjusted basis over the next 12-18 months.
Not-Rated (NR) - Currently the analyst does not have adequate conviction about the stock's total return relative to the relevant country MSCI Index on a risk-adjusted basis, over the next 12-18 
months.
Underweight (U or Under) - The stock's total return is expected to be below the total return of the relevant country MSCI Index, on a risk-adjusted basis, over the next 12-18 months.
Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months.
Analyst Industry Views
Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the relevant broad market benchmark, as indicated 
below.
In-Line (I): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant broad market benchmark, as indicated below.
Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant broad market benchmark, as indicated below.
Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index; Europe - MSCI Europe; Japan - TOPIX; Asia - 
relevant MSCI country index.

Coverage Universe Investment Banking Clients (IBC)

Stock Rating Category Count % of 
Total

Count % of 
Total IBC

% of Rating 
Category 

Overweight/Buy 1145 40% 437 44% 38%
Equal-weight/Hold 1192 42% 422 42% 35%
Not-Rated/Hold 119 4% 25 3% 21%
Underweight/Sell 382 13% 109 11% 29%
Total 2,838 993
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Other Important Disclosures
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financial conditions of companies or other factors. There may be time limitations on the exercise of options or other rights in securities/instruments transactions. Past performance is not necessarily a guide to future 
performance.  Estimates of future performance are based on assumptions that may not be realized. If provided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for 
the subject company's securities/instruments.
Morgan Stanley may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report.
To our readers in Taiwan:  Information on securities/instruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited ("MSTL"). Such information is for your reference only.  Information on any 
securities/instruments issued by a company owned by the government of or incorporated in the PRC and listed in on the Stock Exchange of Hong Kong ("SEHK"), namely the H-shares, including the component 
company stocks of the Stock Exchange of Hong Kong ("SEHK")'s Hang Seng China Enterprise Index; or any securities/instruments issued by a company that is 30% or more directly- or indirectly-owned by the 
government of or a company incorporated in the PRC and traded on an exchange in Hong Kong or Macau, namely SEHK's Red Chip shares, including the component company of the SEHK's China-affiliated Corp 
Index is distributed only to Taiwan Securities Investment Trust Enterprises ("SITE"). The reader should independently evaluate the investment risks and is solely responsible for their investment decisions. Morgan 
Stanley Research may not be distributed to the public media or quoted or used by the public media without the express written consent of Morgan Stanley.  Information on securities/instruments that do not trade in 
Taiwan is for informational purposes only and is not to be construed as a recommendation or a solicitation to trade in such securities/instruments. MSTL may not execute transactions for clients in these 
securities/instruments.
To our readers in Hong Kong: Information is distributed in Hong Kong by and on behalf of, and is attributable to, Morgan Stanley Asia Limited as part of its regulated activities in Hong Kong. If you have any queries 
concerning Morgan Stanley Research, please contact our Hong Kong sales representatives.
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Disclosures (cont.)
Certain information in Morgan Stanley Research was sourced by employees of the Shanghai Representative Office of Morgan Stanley Asia Limited for the use of Morgan Stanley Asia Limited.
Morgan Stanley Research is disseminated in Japan by Morgan Stanley MUFG Securities Co., Ltd.; in Hong Kong by Morgan Stanley Asia Limited (which accepts responsibility for its contents); in Singapore by 
Morgan Stanley Asia (Singapore) Pte. (Registration number 199206298Z) and/or Morgan Stanley Asia (Singapore) Securities Pte Ltd (Registration number 200008434H), regulated by the Monetary Authority of 
Singapore, which accepts responsibility for its contents; in Australia to "wholesale clients" within the meaning of the Australian Corporations Act by Morgan Stanley Australia Limited A.B.N. 67 003 734 576, holder 
of Australian financial services license No. 233742, which accepts responsibility for its contents; in Australia to "wholesale clients" and "retail clients" within the meaning of the Australian Corporations Act by Morgan 
Stanley Smith Barney Australia Pty Ltd (A.B.N. 19 009 145 555, holder of Australian financial services license No. 240813, which accepts responsibility for its contents; in Korea by Morgan Stanley & Co 
International plc, Seoul Branch; in India by Morgan Stanley India Company Private Limited; in Canada by Morgan Stanley Canada Limited, which has approved of, and has agreed to take responsibility for, the 
contents of Morgan Stanley Research in Canada; in Germany by Morgan Stanley Bank AG, Frankfurt am Main and Morgan Stanley Private Wealth Management Limited, Niederlassung Deutschland, regulated by 
Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin); in Spain by Morgan Stanley, S.V., S.A., a Morgan Stanley group company, which is supervised by the Spanish Securities Markets Commission (CNMV) 
and states that Morgan Stanley Research has been written and distributed in accordance with the rules of conduct applicable to financial research as established under Spanish regulations; in the United States by 
Morgan Stanley & Co. Incorporated, which accepts responsibility for its contents.  Morgan Stanley & Co. International plc, authorized and regulated by the Financial Services Authority, disseminates in the UK 
research that it has prepared, and approves solely for the purposes of section 21 of the Financial Services and Markets Act 2000, research which has been prepared by any of its affiliates.  Morgan Stanley Private 
Wealth Management Limited, authorized and regulated by the Financial Services Authority, also disseminates Morgan Stanley Research in the UK.  Private U.K. investors should obtain the advice of their Morgan 
Stanley & Co. International plc or Morgan Stanley Private Wealth Management representative about the investments concerned.  RMB Morgan Stanley (Proprietary) Limited is a member of the JSE Limited and 
regulated by the Financial Services Board in South Africa.   RMB Morgan Stanley (Proprietary) Limited is a joint venture owned equally by Morgan Stanley International Holdings Inc. and RMB Investment Advisory 
(Proprietary) Limited, which is wholly owned by FirstRand Limited.
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (DIFC Branch), regulated by the Dubai Financial Services Authority (the DFSA), and is directed at 
Professional Clients only, as defined by the DFSA. The financial products or financial services to which this research relates will only be made available to a customer who we are satisfied meets the regulatory 
criteria to be a Professional Client.
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (QFC Branch), regulated by the Qatar Financial Centre Regulatory Authority (the QFCRA), and is 
directed at business customers and market counterparties only and is not intended for Retail Customers as defined by the QFCRA.
As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of investment advisory activity. Investment advisory service is 
provided in accordance with a contract of engagement on investment advisory concluded between brokerage houses, portfolio management companies, non-deposit banks and clients. Comments and 
recommendations stated here rely on the individual opinions of the ones providing these comments and recommendations. These opinions may not fit to your financial status, risk and return preferences. For this 
reason, to make an investment decision by relying solely to this information stated here may not bring about outcomes that fit your expectations.
The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no warranties or representations of any kind relating to the 
accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages of any kind relating to such data.  The Global Industry Classification Standard ("GICS") was developed by 
and is the exclusive property of MSCI and S&P.
Morgan Stanley has based its projections, opinions, forecasts and trading strategies regarding the MSCI Country Index Series solely on publicly available information. MSCI has not reviewed, approved or endorsed 
the projections, opinions, forecasts and trading strategies contained herein. Morgan Stanley has no influence on or control over MSCI's index compilation decisions.
Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.
Morgan Stanley Research is disseminated and available primarily electronically, and, in some cases, in printed form.
Additional information on recommended securities/instruments is available on request. H6104R
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