
Key Parameters

Economic Indicators

Greetings! 
 
World Economy – Most of the central banks have indicated the end of rising 
interest rates and some in the emerging economies have started cutting rates 
to support the slowing growth cycle that the world economy is witnessing and 
there is an increasing clamor for cutting interest rates to propel growth. The 
tensions surrounding the trade war between the US and China have come 
down and they have agreed to take the initiative to mend the policy issues 
around it. That said the largest economy is witnessing decent growth numbers 
though some indicators like the unemployment and housing have been showing 
a downtrend in the recent numbers. The tensions in the Gulf region have 
certainly escalated over the last month because of Iran and a few oil carriers 
getting destroyed, which had a price impact on oil overall. 
 
Indian Economy – The budget has been presented and to simply put is very 
specific in addressing the issues the economy is facing with the NBFC crisis 
and accountability issues resolved all at once and also issues around the depth 
of the corporate bond markets, where, as the govt expects companies to raise 
debt capital from apart from the banks, has to increase the market depth and 
liquidity of instruments. Another key issue taken was the govt borrowing, which 
till date was domestic, will explore the international markets to finance its debt 
burden from now on. These actions will ensure confidence in the economy and 
also enable foreign participants in the markets to increase depth and liquidity, a 
very good sign for the long term. 
 
Equity markets – valuations are a concern in the large-cap side and if the 
cleaning cycle doesn’t end and if raising debt capital becomes an issue, there 
may be a decent correction expected, unless earnings catch up fast with the 
prevailing valuations. Small and midcaps though will be vulnerable when the 
large caps are correcting, the downside risk seems limited in the space 
because of the earlier corrections that this space witnessed. Staggered 
investments are the way forward or to wait till some clarity comes in the 
meantime. 
 
Debt Markets – Volatility that the debt markets are currently witnessing is 
unprecedented and we are of the view that such incidents give opportunities to 
create value when the markets normalize.  Also when such events happen, they 
make the central bank and the govt to calibrate further to make strong policies, 
which is what was done in the budget this time around. We expect the debt 
markets to get to normalcy in the next 3-4 quarters as the lending squeeze 
becomes more lenient as the govt infuses liquidity to manage the credit 
issuances of the NBFC. 
 
Thank you for the time and please share your feedback. 
 

Market Commentary

NIFTY - 11603 (-2.52%)

SENSEX - 38850  (-2.21%)

DOLLAR- 
Rs68.53(1.41%)

GOLD - $ 1411.40(6.06%)

OIL - $67.00(6.1%)

GDP ANNUAL GROWTH 
RATE-5.80%

INFLATION RATE-  3.40%

FOREX RESERVES - $427 Bn

GSec 10 YR 
YIELD-6.47%  (6.1%)

INTEREST RATE-5.75%

CAD - (-$4.60) Bn

SERVICES PMI - 
49.60 Index  Points

MANUFACTURING PMI - 52.10
Index Points
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Short Term- Neutral Weight
Long Term- Neutral Weight

• Change in corporate earnings and private capex 
• Change in interest rate policies, crude prices 
• Any Black swan event or shock to Global economy or local economy 

What can change our 
view

Short Term- Neutral Weight
Long Term- Over Weight

• RBI reduced the repo rate to 5.75% in its recent policy and projected inflation at 
3.7-4.5% in H2 FY19  which is within comfort zone of inflation (4+/- 2%) for RBI 
• Bond yields have softened after elections, RBI has keenly focoused on injecting 
liquidity by doing OMOs and dollar swaps 
• Volatility in credit space has increased again this month. With the spreads of quality 
papers off from thier highs, There is a right opportunity for investors in short-term. 

• Global commodity price movements. 
• Fed rate guidance and inflation gap in India. 
• Reversal in bond yields due to global events 
• Reversal in inflation data 

What can change our 
view

Short Term- Neutral Weight

Long Term- Neutral Weight
• Pause in US FED rate hikes this year could benefit Emerging economies over 
next 1 years for FPI money to come in (if the earnings support). So we maintain 
neutral stance with little positive bais. 

• US policy changes and the effects of the fiscal deficit management. 
• Any Black swan event or shock to Global economy or local economy

What can change our 
view

CURRENCY OUTLOOK

EQUITY OUTLOOK

DEBT OUTLOOK

Why

Why

Why
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• In short term markets are expected to react to any news on The trade deal 
between US & China with surprise pressures from the US President 
 
• Pick up in earnings growth, government policies, government reforms will impact 
markets in the medium to long term. Using the volatility in the market to accumalte 
quality midcap stocks is good opportunity for investors to invest for long term 
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