
“And the moral of that is—‘Be what you 
would seem to be’—or, if you’d like it put 
more simply—‘Never imagine yourself not 
to be otherwise than what it might appear 
to others that what you were or might have 
been was not otherwise than what you had 
been would have appeared to them to be 

otherwise.”
- The Duchess, in Alice in Wonderland
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What if you could time travel into the future and see what 
kind of a person you’ve become? That would be taking 
introspection to a new height when you come back. To 
have expectations is human – including expectations of 
oneself. From a distance we see ourselves as an ideal 
person, an ideal father, an ideal mother, an ideal in-
law, an ideal grandparent, an ideal leader etc. But when 
we actually reach that position, that place in space and 
time will we be that same ideal person? Or would we 
have changed? Would we have given in to negative 
influences and emotions? What insecurities will dog us? 
We do not know; we will never know unless in hindsight 
when it is too late. There may be no time even to regret 
our behaviour. So as not be in that frightening situation, 
I thought up an idea.

A LEGACY FOR YOURSELF

Why not write a letter to ourselves? One letter for every point of the future; one letter for every 
situation in the future. As a teenager you probably wished your parents were more understanding of 
you. The empathy that you desired is what your teenaged child should get from you and to remind 
you to give it, write a letter to be opened only when your child is in the middle of her teens. Do you 
want to be an ideal mother in-law? Write a letter to yourself that should be opened only after your 
child gets married. Do you want to be of least emotional burden to your children when old? Write 
a letter to yourself that you will open only on your sixtieth or seventieth birthday. Create your own 
time capsule so that you will always be that ideal person, the person of your dreams. It is your 
relationships that make up your well-being.



What affects a country’s currency? Its fiscal policy, inflation, interest rate, current account (is there a 
net inflow or outflow of forex from the country) and stability of the government. The most important 
currency in the world, its reserve currency, is the US Dollar. And it seems to be weakening.

The reasons are not far to seek. It’s ballooning fiscal deficit, a negative net savings rate, a current 
account deficit of about 3.5% of its GDP (Chart 1) and very low interest rates. One way of strengthening 
the currency would have been to increase interest rates – but the Fed has pledged recently to keep 
rates as low till at least 2023. And allow for slightly higher inflation than their target. So the only way 
out it seems, is for the dollar to weaken. Stephen Roach, the former Chair of Morgan Stanley Asia, 
in a recent article says that it could weaken by upto 35% over the next few quarters! That is a lot.

This can be very well extended to your investment life, too. In the heat of the moment we are never 
who we would like to be. It is only with hindsight that we realise what we should have done or should 
not have done. Some commonly made investment mistakes that I have seen and we should protect 
ourselves against:
• Wanting to increase equity beyond your asset allocation in a raging bull market. Greed takes 

over caution and discipline.
• Panicking and selling out when markets crash for whatever reason. Forgetting that what falls 

always gets up. Rises.
• Losing faith in equity in an economic recession. Even though you always knew there were cycles.
• Thinking you are a stock-market genius just because you got one or two calls right. Even though 

you always believed that one swallow does not make a summer.
• Falling for advice that is apparently coming ‘free’. And realising that there is no free lunch only 

after you have lost your money.
So why not write a letter to yourself this weekend, for every milestone that you will reach?
Leave a legacy for yourself….

THE CENTRE OF OUR WORLD

Chart 1

“Well! I’ve often seen a cat without a grin,” thought Alice; 
“but a grin without a cat! It’s the most curious thing I ever saw in all my life!”
- Alice, wondering about the Cheshire Cat



Does it mean that stock markets in the US will fall? There is no historical evidence that it would. 
(Chart 2) At times the index has gone up with the dollar and sometimes went up anyway even when 
the dollar was falling. The same low co-relation is observed between developed market indices and 
the dollar strength. (Chart 3)
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But when one looks at the Emerging Markets, it does seem that they have benfitted from a weaker 
dollar. (Chart 4) The negative corelation is quite visible. So it may not be wrong to think there will be 
greater flows to EMs in the near future.
 
Another beneficiary is likely to be Gold as a weaker USD and low yields in the dollar will encourage 
investors to shift to gold, especially if inflation is also higher. (Chart 5)
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Chart 5
In any case, a high probability effect will be of investors all over the world chasing yield, wherever it 
may be. With interest rates so low and close to zero in most of the developed world, investors will 
flock to yields like bees to honey. Clearly a good time to stock up on yield!!
(Charts courtesy Tradingeconomics.com and FT)



“When we were little,” the Mock Turtle went on at last, more calmly, though 
still sobbing a little now and then,” we went to school in the sea. The master 

was an old Turtle—we used to call him Tortoise—”
“Why did you call him Tortoise, if he wasn’t one?” asked Alice.

“We called him Tortoise because he taught us,” said the Mock Turtle angrily. 
“Really you are very dull!”

 - The Mock Turtle, in Alice in Wonderland

In this column we bring you views of experts and luminaries from India 
and across the world, who have specially written for this newsletter. 
In this edition we bring you Sankaran Naren, the Executive Director 
& Chief Investment Officer of ICICI Prudential Asset Management 
Company which is India’s second largest AMC, managing assets of 
about Rs.3,64,386 crores! With many awards under his belt and yet 
remaining most humble, Sankaran is acknowledged to be a master at 
understanding macros and cycles. He is also known to be a successful 
contrarian investor.

BY INVITATION

In the world of investing, market cycles hold a special place. Market cycle refers to trends that 
emerge across varying business environments. More importantly, every asset class goes through a 
market cycle.  

The key to understanding cycles lies in a quotation widely attributed to Mark Twain: “History doesn’t 
repeat itself, but it does rhyme”. The details of cycles may vary in terms of their amplitude, speed, 
power and duration. But certain underlying themes do recur.

MARKET CYCLES & ASSET CLASSES

EQUITY:
In equities we have value cycle, quality cycle and growth cycle. 
Value cycle worked from 2004-2006, 2009-2015. Currently, we are in the midst of a value cycle 
which began post March 2020 market correction.

Quality was in a down cycle from 2002-2005 but made a strong comeback from 2016 to March 2020. 
Meanwhile, growth cycle played out from 2006-2007 and in parts overlapped with quality cycle from 
2017-2019.



We believe small and midcaps are now in the accumulation cycle when it is best to invest through a 
systematic investment plan, which will help deliver good returns in the long run. The euphoria seen 
in large-caps is largely linked to the US equity which is in an end cycle. In the medium term, there 
could be a possibility of a market correction especially in US equities.  As and when this correction 
plays out, an emerging market correction too cannot be ruled out. Also, there is a possibility of a 
Dollar decline which is likely to help emerging markets like India. Such a time will prove to be a good 
point to invest aggressively into equities in India. 

Meanwhile, investors with long term equity orientation need not worry about US led market correction. 
But often investors tend to get worried. Therefore, we believe the optimal approach for a retail 
investor is to opt for dynamically managed asset allocation schemes such that whenever the market 
corrects, the allocation to equities can be ramped up. The role of debt at such times is to act as a 
funding source to invest into equity corrections.
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From a cyclical point of view, Indian credit is going through a burst phase. If one invests in this period, 
we believe it is difficult to lose money making it an opportune time to invest in this asset class.

Credit as an asset class remains attractive due to valuation comfort owing to the high spread between 
accrual schemes and repo, which provides a good margin of safety for investments made. The gap 
between yield to maturity of credit funds and the repo, reverse repo rate of the Indian market is at its 
highest, signifying that credit funds are at their lowest valuation. making it one of the most interesting 
categories to invest in lump sum for the long term. Given the current circumstances, the optimal 
preference could be moderate duration products which can invest in AA securities.

Residential real estate, in most urban parts, is in the bust cycle. Since 2013, this asset class has 
been largely stagnant. If we combine the prevailing low home loan rates and low returns of the asset 
class in the past, it makes this space attractive from a market cycle point of view.

Gold appears to be in end cycle. But one cannot discount the possibility of big parabolic moves 
before a cycle ends. The presence of yellow metal in a portfolio currently is more from an insurance 
perspective rather than investment at this point in time. This asset class is likely to deliver returns in 
case the global central banks make a miscalculation in handling economic policy.
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