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Investment note: India State Election Result Update  

 

Recently, results from State Assembly elections in India were announced.  Prime Minister Modi 

and his Bharatiya Janata Party (BJP) outperformed expectations by winning in Uttar Pradesh, 

as well as placing high in other state elections.  Manulife Asset Management Indian equities 

specialist Rana Gupta believes the BJP’s performance will help strengthen policy continuity 

and improve Modi’s and the party’s position for central government elections in 2019. The 

results affirm our existing investment convictions in financials, sectors with a large informal 

business presence, and infrastructure.  
 

 

There are three main takeaways from the recent Assembly elections. 

The ruling BJP in the ascendant  

The BJP, the ruling party of the central government, surprised analysts by winning more than 80% 

of seats, a thumping majority in Uttar Pradesh (UP): India’s largest state and a politically important 

one. BJP also won the neighboring state of Uttarakhand. Although the BJP did not emerge as the 

single largest party in other state assemblies such as Goa and Manipur, it will help form a state 

government in these states with the help of political allies. The opposition National Congress Party 

won Punjab. Overall, 54% of India's GDP and 58% of India's total population will be under a BJP-

led state government.  This is the first time since the 1990s that a single political party in India has 

ruled the central government and this many state assemblies.   

A thumping victory for the BJP in India’s state election
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India’s policy continuity strengthened  

Although the BJP was expected to do well in the Assembly elections, the scale of victory exceeded 

expectations. Indeed, the BJP’s performance will cement Prime Minister Modi's authority in the 

party and government. It will also be positive for the implementation of the central government’s 

agenda of anti-corruption policies, indirect tax reform, and state spending on infrastructure/ housing/ 

rural development.    

This augurs well for policy continuity, as the government will have no elections for the next eighth 

months- this will be a crucial time period for implementation. Political experts forecast that with 

substantial momentum behind the BJP, it looks like they will retain a majority in the central 

government election to be held in 2019.  

 

Investment convictions re-confirmed  

We remain constructive and overweight on our favorite investment themes.  

First, we see increased household savings being put in financial institutions due to positive real 

interest and government efforts to formalize the economy (increasing banking through digital, 

demonetisation, indirect tax reform). Sectors that will benefit from these trends include: mid-sized 

banks, insurance companies, and wealth and asset managers.  

Second, we see the formalised sectors of the economy gaining market share from the informal 

sectors due to formalisation policies. Sectors that will benefit from this trend include: food, jewellery, 

apparel, light electricals where the informal sector used to play an outsized role.  

Third, continued government focus on infrastructure investment. The cement sector will be the main 

beneficiary of this trend.  

Overall, we will continue to watch for the introduction of populist policies in the run up to the central 

government election in 2019.  Although it is not our base case, given the economic stress present in 

rural India, the possibility cannot be ruled out.  We are currently underweight on sectors linked to 

rural demand, but we will continue to assess this position if there are new policy developments.  
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Disclaimer 

Manulife Asset Management is the asset management division of Manulife Financial. This material, intended for the exclusive use by the 
recipients who are allowable to receive this document under the applicable laws and regulations of the relevant jurisdictions , was 
produced by and the opinions expressed are those of Manulife Asset Management as of the date of writing and are subject to change. 

The information and/or analysis contained in this material have been compiled or arrived at from sources believed to be reliable but 
Manulife Asset Management does not make any representation as to their accuracy, correctness, usefulness or completeness and does 
not accept liability for any loss arising from the use hereof or the information and/or analysis contained herein. Information about the 

portfolio’s holdings, asset allocation, or country diversification is historical and is not an indication of future portfolio composition, which 
will vary. Neither Manulife Asset Management or its affiliates, nor any of their directors, officers or employees shall assume any liability or 
responsibility for any direct or indirect loss or damage or any other consequence of any person acting or not acting in reliance on the 

information contained herein. 

The information in this material may contain projections or other forward-looking statements regarding future events, targets, 
management discipline or other expectations, and is only as current as of the date indicated. There is no assurance that such events will 

occur, and may be significantly different than that shown here. The information in this material including statements concerning financial 
market trends, are based on current market conditions, which will fluctuate and may be superseded by subsequent market events or for 
other reasons. This material was prepared solely for informational purposes and does not constitute a recommendation, professional 

advice, an offer, solicitation or an invitation by or on behalf of Manulife Asset Management to any person to buy or sell any security. This 
material should not be viewed as a current or past recommendation or a solicitation of an offer to buy or sell any investment products or 
to adopt any investment strategy. Nothing in this material constitutes investment, legal, accounting or tax advice, or a representation that 

any investment or strategy is suitable or appropriate to your individual circumstances, or otherwise constitutes a personal 
recommendation to you. Past performance is not an indication of future results. 

Investment involves risk. Investors should not base on this material alone to make investment decisions and should read the offering 

document (if applicable) for details, including the risk factors, charges and features of any investment products. 

Proprietary Information – Please note that this material must not be wholly or partially reproduced, distributed, circulated, disseminated, 
published or disclosed, in any form and for any purpose, to any third party without prior approval from Manulife Asset Management.  

This material is issued by Manulife Asset Management (Asia), a division of Manulife Asset Management (Hong Kong) Limited.  

This material has not been reviewed by the Securities and Futures Commission (SFC). 


