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India will become the most populous country in
the world, surpassing China by 2025 (%)

1. Contribution to world population
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The top 5 states where the old age population has
increased the most

5. Increment in total old population

% of working population to total (1959)-2011
% Increment in working population (2011-2026)
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Most states will see an increase in their already
considerable working populations, especially Delhi

6. Increment in working population
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The number of children will decline in most states,
although at differing rates

7. Decline in children population

Source: Census Projections

Sex Ratio (2011) Sex Ratio (2026)
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The sex ratio in almost all the states will become
worse by 2026

8. Sex ratio needs to be addressed
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The demographic profile raises serious concerns of
an ageing population and declining sex ratio (mn)

2. Population group-wise projection
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The male-female ratio gets less skewed towards
males in the higher age groups

3. Male-female ratio across ages

Results of the quarter ended
December started on a positive
note with IT major Infosys re-

porting a 33.3% year-on-year (y-o-y)
rise in net profit and 30.8% (y-o-y)
growth in revenue as a weak rupee
boosted margins. Even the Index of
Industrial Production for November
grew by 5.9% after witnessing a con-
tractioninthepreviousmonth.Theim-
provement has mainly come in from
manufacturing, consumer durables
and consumer non-durables.

Though Infosys’ result has sur-
prised analysts, the cut in its full-year
dollar revenue outlook for the fiscal
year to March 31, 2012—from 17.1% to
19.1% projected in October last year to
16.4% in December—because of the
slower growth in developed markets
coupled with the European crisis has
affected market sentiments. Analysts
say the cut in the guidance will have a
negative rub off on the sentiment for
other IT stocks as well, and investors
will look at cues on the budget outlook
for the calendar year, spending within
keyfinancialservicesandmanufactur-
ingverticalsandcurrencymovements.

The Indian markets in 2011 were the
worst performing globally with 25%
negative returns, with the second high-
estnegativereturnssince1980s,asboth
domestic and global headwinds took a
toll on sentiments. After last year’s dis-
malperformance,theprice-to-earnings
ratio of Indian markets for FY13 has
now slipped to 12x, which is below the
10-year average of 14.6x. However, ana-
lysts say the bulk of the earnings down-

gradesandRBIpolicyratetighteningis
over and markets will now look at the
implementation of key reforms and a
turnaround in the capex spending.

Various quarterly result previews
by brokerage houses indicate that In-
dia Inc will face another tough quarter
as bottom lines will be tepid and
top lines will continue to moderate.
Edelweiss Securities Limited esti-
mates profit after tax of Sensex compa-
nies at 3.3% year-on-year for the quar-
ter ended December 2011, which is far
belowthe12.1%reportedinthequarter
ended September last year. Net sales of
Sensex companies would be around
20.5% y-o-y. It estimates that almost a
third of the companies under its cover-
age are expected to post an earnings de-
cline of more than 20%. Similarly, Ko-
tak Institutional Equities estimates
profit after tax of Sensex companies at
12.4% y-o-y and sales growth of 27.3%
y-o-y. However, the net profits of the

companies it tracks are expected to
drop by 8.4% y-o-y despite net sales ex-
pected to grow 31.8% y-o-y.

With only 40% of foreign currency
loans by corporate India hedged, the
19% depreciation of the rupee against
the dollar in 2011 will hit earnings. But
the new AS-11 amendment by the min-
istry of corporate affairs, under which
long-term foreign currency assets and
liabilities can be amortised in the prof-
it and loss account over the life of the
asset or liability, will act as a tempo-
rary relief. Though the amendment
will cushion the reported earnings
against mark-to-market losses, the
Edelweiss report cautions that it will
lead to the creation of notional assets
in balance sheets, which will be detri-
mental to the future return on capital
employed, return on equity and core
earnings of companies.

Sector-wise, revenue growth of capi-
tal goods has slowed down significantly

andisexpectedtoreportmutednumbers
in the quarter ended December. Accord-
ing to Edelweiss, the sector’s top line
growth, which was a healthy 23% in the
quarter ended December 2010, is expect-
edtodeclineat13%inthequarterended
December2011andthismoderationison
the back of slower pace of order intake,
particularlyinthepowersector.

The consensus amongst analysts is
that, barring cement, IT, pharma and
consumergoods,noneof themajorsec-
torsareexpectedtopostanysignificant
increase in their y-o-y growth rate.

In automobiles, volume growth has
begun to taper off across all categories
andconcernsonmarginsareemerging
in two-wheeler and tractor companies
because of the slowdown in sales. High
interest rates are likely to keep the de-
mand for cars and trucks under pres-
sure. Kotak Institutional Equities
expects a stable quarter for auto com-
paniesonthebackof decliningrawma-

terial costs. Revenues of its auto
coverage is likely to increase by 26%
y-o-y and PAT to increase by 8% y-o-y.

Apart from capital goods, banks and
financial institutions are expected to
report muted earnings.

Kotak Institutional Equities expects
a 50-80 bps fall in net interest margins
and restructured loans to likely in-
creasequarter-on-quarter.Feeincomes
are likely to remain weak while trea-
sury and recovery related incomes are
likelytoimproveq-o-q.Kotakislooking
at higher operating profits for HDFC
BankandICICIBankbutloweronesfor
SBI,Bankof BarodaandBankof India.

Upstream oil companies like ONGC
andOilIndiaLtdareexpectedtoreport
a strong increase in revenue and net

profitonthebackof highercrudeprice
realisation. The consumer sector is ex-
pected to see strong sales growth and
high price increase. However, discre-
tionary consumption is expected to
slow down because of weaker con-
sumer sentiments. Metals companies
are expected to report weal perfor-
mances as companies like Tata Steel,
JSW Steel have seen a marginal in-
crease in raw material costs due to the
rupeedepreciation.Realestatecompa-
nies are expected to report another
poorquarterbecauseof sluggishsales,
higher interest rates and delays in
completing projects.

saikat.neogi
@expressindia.com

Going by most accounts, 2012 isn’t likely to be very much better than 2011 was—Infosys’s cut in dollar revenue outlook, slowing
car sales and muted banking and financial institutional earnings show that the recovery still has a long way to go

Fortune telling for India Inc
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The proportion of the population above 60 years of
age is increasing

4. Ageing population of India

Amit Kapoor

India will become the most populous
country in the world surpassing Chi-
na by 2025, contributing 21.7% to total

world population. The contribution of
Europe to the global population will
decrease slightly to 10.5% by 2025.

The huge population of Indian states
gives them a big demographic advantage
due to a larger workforce and consumer
base, which are vital for their growth. But
their demographic profile also raises seri-
ous concerns of an ageing population and
declining sex ratio, which is affecting the
demographic dividend. The old age popu-
lation is expected to grow highest, by

3.83% annually, while the working
population will increase by 1.42% and
children population will decrease by
0.33% annually till 2026.

The old population (>60 years) of
India had seen a continuous upward
trend since 2001. It is expected that the
percentage of old people in the total
population will be 12.4%, at an
estimated173.1 million, in 2026. India
needs to invest in providing adequate
healthcare facilities for increasing ageing
population which will boost the growth of
insurance sector in the country.

Apart from that, India has a big demo-
graphic advantage, as nearly all the states
had a working population (between 19-59

years) of 50% in 2011. Delhi, Rajasthan,
Uttar Pradesh and Bihar will see the max-
imum increment, of more than 30%, in
their working population by 2016. Kerala
and Tamil Nadu will experience a
decline in the share of the workforce in
the total population in the coming 15
years. India needs to focus on improving
the quality of higher education and invest
in developing vocational training centres
to supply a skilled workforce to the
industry to maximise the advantage of
upcoming opportunities.

All the states, except Delhi and Uttar
Pradesh, are expected to see a reduction
in their population of children in the
coming 15 years. This implies that

more people are moving towards not
having children in the early years of
their marriage.

As far as the sex ratio goes, Tamil Nadu
& Karnataka will have more women in
the region by 2026, which should balance
the declining sex ratio in the northern
states. The states of Punjab, Haryana
and Gujarat are expected to suffer from
gender imbalances due to a decreasing
sex ratio.
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Demographic mathematics

Sales growth (%) Ebitda (%) PAT growth (%)

Y-o-Y Q-o-Y Dec –10 Sept – 11 Dec – 11 (E) Y-o-Y Q-o-Q

Automobiles 25.7 14 13.7 12.3 12.2 7 22.6

Banking 15.3 2.8 - - - 12.2 8

Consumers 16 5.8 24.7 24.8 25.9 22.6 11.8

Diversified 22.9 15.9 27.4 22.3 21.4 -42.7 3.7

Energy 48.4 15.1 26.9 24 19.9 16.4 -10.6

Industrials 20.7 11 15.4 13.4 14.3 15.9 12.6

Metals 11.5 -1.1 18.8 15.1 16.2 1.3 15.8

Pharmaceuticals 25.1 7 22.8 32.4 30.3 59.4 2.5

Property 2.8 0.7 47.5 46.3 45.9 -21.7 -2.1

Technology 31.3 12.1 28.1 26.6 28.1 21.3 17

Telecom 17.2 6.9 31.6 33.7 34.6 6.7 35.4

Utilities 23.7 11.5 26.1 17.1 17.9 6.1 24.5

Sensex 27.3 9.7 21.1 19 18.4 12.4 7.1

Sensex (ex-energy) 20 7.5 19.1 17 17.7 11.1 15.3

Source: Kotak Institutional Equities

SECTOR-WISE EARNINGS OF SENSEX COMPANIES


