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Dear Sir/Madam, 
Greetings, 
Please find our monthly outlook below for your reference 
Global Economy: 
Global economic growth continued to remain strong in the last quarter. Advanced economies 
are facing good growth rates, low unemployment numbers and central banks starting to 
reduce global liquidity through rate hikes. US Mid-term elections favored democrats with a 
majority in house while republicans will retain the senate, which will lead to an end of one 
party rule in US. Going forward, any structural reforms of the trump administration will also 
require support from democrats to turn them into legislation. US Fed increased their rates by 
25 bps to 2.25% in recent September policy and maintained its policy to raise rates over the 
next couple of months.US Treasury yields remained in 3.00- 3.20% levels in October. Going 
forward US and china might come to an agreement on new trade policy which will reduce 
trade war and uncertainty, however any failure to do so will lead to uncertainty and volatility in 
markets. 
Economic growth in the euro zone continued to remain sluggish due to lack of consumer 
demand along with political uncertainty and falling euro. Euro Area is facing concerns due to 
lack of new investments. Sanctions on Iran are also expected to impact Eurozone adversely 
however exemptions for Greece and Italy might provide some relief to Eurozone in short term 
Going forward, advanced economies are expected to do well in coming quarters owing to 
strong growth in global economy, but risks remain in form of US - China trade war, US 
Sanctions on Iran and growth concerns in Eurozone. 
 
In emerging market economies economic growth remained moderate due to rising crude oil 
prices. Economic growth in china lost pace due to trade war concerns. However any progress 
in new trade policy between US and China will help in stabilizing Chinese growth rates. 
Economic growth across other emerging economies also remained strong however risks 
remain in form of depreciating currencies, rising crude oil prices and rising current account 
deficit. 
 
In commodities, Gold prices started rising owing to rising uncertainty in global markets. Crude 
prices reached their 52 week highs because of concerns related to Iran sanctions. Going 
forward, Crude prices may remain range bound at these levels as OPEC decides to increase 
production to bridge the gap in crude supplies due to sanctions on Iran and also as US 
exempted key oil importing nations from Iran. 
 
Indian Economy: 
Indian economy witnessed strong growth in the last quarter by registering 8.2% GDP growth. 
Strong economic reforms by the government are going to create a strong platform for 
continued economic growth going forward over next couple of quarters. Reserve bank of India 
in its recent policy kept repo rate unchanged at 6.50% and projected growth at 7.5% level for 
next year going forward and pegged inflation levels around 4.7 -4.8% for H2 FY 19 and 5.1 % 
for Q1 FY 20. Indian Rupee depreciated by more than 10% in last six months owing to capital 
outflow due to interest rate hikes from US Fed and rising crude oil prices. Going forward we 
expect the Indian economy might experience some volatility in short term on account of 
depreciating rupee, rising crude prices and upcoming state elections. In long term Indian 
economy is expected to deliver strong growth. 
 
Equity markets: 
Indian equity markets witnessed good correction in last two months which will provide good 
entry opportunity for long term investors. In short term equity markets are witnessing volatility 
due to depreciating rupee, rising crude oil prices and risks remain in terms of valuations and 
upcoming elections. In long term strong economic growth, positive economic reforms and 
earnings revival will benefit equity markets. Revival in earnings growth along with strong 
economic growth will pave path for strong performance in equity markets going forward. 
 
Debt markets: 
Reserve bank of India in its recent October policy kept interest rates unchanged at 6.50 % 
and indicated about inflation levels within expectations on 4.7 to 4.8% and rising crude prices. 
Short term yields went up due to tight liquidity conditions caused by IL&FS debt default, FII 
selling pressure due to rupee depreciation and short term refinancing risks for some NBFC’s, 
however RBI reduced SLR by 50 bps to increase liquidity in banking system and also asked 
banks to provide liquidity to NBFC’s as and when required. Going forward, debt markets may 
witness more pressure owing to continued FII selling due to weakening rupee in short term. 
Benchmark Indian 10 Year bond yields remained range bound in 7.80 - 8.00 % levels in last 
month. Historical spreads between repo and 10 -year yields were around 70 bps but at 
present the spread is more than 120 bps which indicates a possible mean reversion in yields 
which will provide investors with good opportunities for short term in debt markets. 
 
Do let us know your thoughts on the outlook and please raise your queries. Thank you 

Market Commentary

NIFTY- 10585(1.19%)

SENSEX -35158 (1.14%)

DOLLAR- 
Rs72.48(-2.38%)

GOLD - $ 1206.40(1.46%)

OIL - $70.18(-15.53%)

GDP ANNUAL GROWTH 
RATE-8.20%

INFLATION RATE-  3.77%

FOREX RESERVES-$393.13 
 Bn

GSec 10 YR 
YIELD-7.76% (-3.36%)

INTEREST RATE-6.50%

CAD-(-$15.80) Bn

SERVICES PMI- 52.20 Index  
Points

MANUFACTURING 
PMI-53.10 Index Points
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Short Term- Over 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 maintained repo rate at 6.5% in its recent policy and projected inflation at 
4.7-4.8% in H2 FY19 and 5.1 % in Q1 FY20 which is within comfort zone of inflation 
(4+/- 2%) for RBI 
• Higher bond yields due to rupee depreciation, rising crude oil prices and spread 
between repo and bond yields provide investors with opportunity in debt markets for 
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
• Expected US FED rate hikes over next 1-2 years decreases chance of any further 
appreciation in rupee so we maintain neutral stance on rupee in short to medium 
term 

• 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 rising crude oil prices, depreciating 
rupee and elections in upcoming states. 
• Pick up in earnings growth, government policies, government reforms will impact 
markets in the medium to long term. The recent correction in the market provides 
good opportunity for investors to invest for long term 
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