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GLOBAL MARKETS – Weaker Growth prospects 
leading to Normalisation  
Growth risks are overwhelming economies across the 

globe and forcing central banks to rethink policy. The 

Fed somehow pulled off another dovish surprise, 

signaling no interest-rate hikes in 2019, though market 

reaction was mixed. That shift opens the door for rate 

cuts across Asia as inflation remains subdued and 

economic growth slows. For now, Indonesia and the 

Philippines — among the most aggressive rate hikers 

last year — kept policy on hold, as did Thailand. Central 

banks in Europe were similarly subdued, with the U.K., 

Switzerland, Iceland and Russia all maintaining rates, 

though Norway — fueled by oil riches — raised its 

benchmark for the second time since September and 

signalled there’s more to come.  

Global growth prospects now look increasingly weaker 

across China, Europe and USA. Trade growth, a key  

 

 

 

 

 

 

 

artery in the global economy, has also slowed 

markedly, to around 4% in 2018 from 5.25% in 2017.  

 

Crude markets have remained broadly supported, but 

purely by supply cuts led by producer group OPEC and 

by aggressive sanctions by the US against Iran and 

Venezuela. A consensus is yet to emerge when US 

could turn into a slowdown mode following the yield 

curve inversion last week. The average duration of lead 

months of inverted yield curve and US economy 

slipping into recession is 14 months and average 

duration of recession is 12 months. By this logic, US 

might plunge into recession by the end of 2019 or early 

2020! Interestingly, a plot of Fed Fund Futures and 

Market clearly indicates US markets are pricing in a rate 

cut in second half of 2019. Countries like Canada and 

Mexico are also showing inverted yield curves. In India 

and other emerging economies, the spread is positive 

and quite large, however the spread could narrow 

down if the fears of global slowdown increase.
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World Equity Markets Performance (%) as on 4th Apr 2019 

 
Source: IIFL 

 
INDIAN EQUITY MARKET OVERVIEW: 
Valuation of BSE Small-cap index corrected 25% on 

P/B vs 9% for Nifty in the past one year. Post steep 

correction in valuation, small-caps are now back in 

favour; BSE Small-cap index is up 9% MTD vs 7% for 

Sensex. Whether this is a trend reversal or a 

temporary revival of animal spirits remains to be 

seen. Whilst market volatility is unlikely to subside at 

least until going into the next General Elections, high 

quality small-cap companies with sustainable 

competitive advantages should remain in the 

spotlight. 

 

In February the street view was Indian Markets is un-

investible till clarity emerges after the elections in May 

2019. The retaliation to the Pulwama attack and the 

events unfolding after that has helped the existing NDA 

govt strengthen its position and leading to Market 

optimism of a pro market friendly govt remaining in 

power for another 5 years. The rally started by FPIs 

coming back in cash markets and buying across Banking 

& Financial Services (especially PSU Banks and 

corporate banks such as Axis & ICICI Bank), this lead to 

a lot of short-covering as well as HNI’s coming back and 

buying across beaten down Mid & Small cap 

companies. Even On liquidity front, RBI should be 
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commended for the several ingenious and bold moves 

in recent times to improve market microstructure, 

including the most recent step of swap transaction of 

augmenting liquidity management apart from frequent 

communication with markets.  

 

Market Performance: 

BSE Sensex return of 17.30% for FY2018-19 is the 

highest since FY2014-15 boosted by almost 8.00% gains 

for the month of March, 2019. For FY2018-19, Indian 

market outperformed most of its Asian peers with 

gains of ~17.00% compared to China (2.50%),  

Indonesia 4.50%, South Korea (12.50%) & Brazil 

10.50%. The US markets posted 6.70% gains for 

FY2018-19. For last 5 years, the BSE Sensex 

has given ~72.00% absolute returns. 

Amongst sectors, the gainers for FY2018-19 were IT – 

26.30%/Bankex – 25.50%/FMCG – 14.10% while 

Telecom lost 22.30%/Auto lost 21.70% & Metals lost 

14.80%.  

 

We had a strong rally in mid and small caps in the last 

one month. Nifty-Midcap100 and Nifty-Smallcap100 

indices are up by 11% and 15% from their recent lows 

between 18th February and 18th March. Market feels 

that one of the important reasons for this rally is de-

escalation in geo-political risk and opinion polls 

showing positive vibes for the ruling party in the 

upcoming election. What we feel is that this could be 

the secondary factor whereas the main reasons are 

cheap prices and valuation given the tremendous fall 

between January 2018 and February 2019, and 

improved outlook in the future.  Nifty Midcap Index 

was down by 24% and Small caps Index by 37% during 

the same time. 
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India Market Performance (%) as on 4th Apr 2019 

 

                            Source: IIFL 
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Net Investments by FPIs, DIIs, and MFs in the cash market (US$ mn) 

Net Investments by FPIs, DIIs and MFs in the Equity cash market  
  FPIs DIIs MFs 

CY2007 17,810 6,039 1,625 
CY2008 (12,173) 16,940 3,325 
CY2009 17,639 5,334 (1,169) 
CY2010 29,322 (4,750) (6,052) 
CY2011 (512) 5,943 1,273 
CY2012 24,548 (10,859) (3,880) 
CY2013 19,987 (13,042) (3,602) 
CY2014 16,162 (5,088) 3,915 
CY2015 3,275 10,201 11,071 
CY2016 2,902 5,434 7,092 
CY2017 7,716 14,042 18,324 
CY2018 (4,557) 15,900 17,528 
CY2019 6,845 (1,763) 216 

Source:  Data as on 29th March 2019. Edelweiss, Economic Times, Kotak Institutional Equities, Bloomberg

Investing & Elections:

We will not take a chance on guessing on what the 

market will be like in 2019. Not because we don’t want 

to, but simply because we don’t know. We know at this 

time of the year, it is fashionable and probably 

expected to prognosticate about the next year, but we 

will refrain from that. Instead let us talk about a few 

important things that we should keep our eyes out for.  

First, let’s talk about the elephant in the room and get 

it out of the way - the general elections. Historically, 

Indian market has had large swings immediately before 

or after the general elections.  However, if we have a 

Five Year view, elections and their results don’t matter 

much. In 2004, Nifty went circuit down post-elections 

(Congress Govt came to power), and yet the market 

went on to have a great bull rally for the next three 

years.  Exactly, the opposite happened in 2009 

(Congress govt was re-elected and market went circuit 

up i.e. 20% and then did not do much for the next two 

-three years.  

In the US elections, when Trump won, markets were 

expected to crash, yet they rallied. Recently, in the 

state elections, the ruling party lost in three major 

states, yet the market went up instead of falling as was 

generally expected.  
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We would argue that not only is it not possible to figure 

out election results, but it is not important to do so for 

investing.  

Don't go by tags: Socialist, reformer, business-friendly, 

etc. are tags used by the media to describe the political 

ideologies or stances. But, don't let them fool you. Did 

you know that best stock-market performance came 

during V P Singh's 1989-1990 regime? The Sensex shot 

up by 73% in 11 months during the regime of a socialist 

PM who is knowing for accepting the 

recommendations of Mandal Commission. 

Reform the norm: It is commonly believed that certain 

political ideologies are reform-friendly, while others 

are not. This may be an urban legend only. India's 

reform programme and economic direction move in 

the same direction, notwithstanding who is in charge. 

During the Janata Dal rule of 1989-90, Sebi was set up 

(Capital Controller of Issues was dismantled), 

restrictions on capital goods imports were eased and 

serious thought was given on trade policy reforms. 

Rao's 1991-96 government gave economic reforms a 

new meaning, with delicensing of industries, allowed 

51% FDI under automatic route, NSE was set up, demat 

of shares happened, direct taxes and customs duties 

were slashed. Vajpayee's 1998-2004 dispensation 

initiated the privatization drive for Maruti, VSNL, CERC 

Act was brought in for power sector, Golden 

Quadrilateral project started and IRDA was set up, etc. 

Continuity in thought: Our country's political 

opponents may be die-hard adversaries, but their 

thinking on economic policies are not very different. If 

disinvestment was started by Congress, NDA continued 

it. If original insurance sector reforms were started by 

the NDA regime of Vajpayee, it was continued by 

Manmohan Singh's UPA and further carried forward by 

the second NDA dispensation led by Narendra Modi. 

Aadhaar was introduced in UPA time and it was 

enhanced further by NDA with the Jan Dhan-Aadhaar-

Mobile (JAM) concept. 
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In short, there isn't much correlation between political 

stance and market returns. Investors should not invest 

based on anticipated political outcomes. It is actually 

important to see the big picture, rather than worry 

about micros. 

 

 

 

 

As we have seen over the years, successive 

governments despite being led by so-called different 

political ideologies have stuck to business continuity 

and even with policies. Policy tweaks have happened, 

but the direction of reforms has not been diametrically 

opposite. 
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Hence, it is important for investors to invest based on 

fundamentals India is a $2.5 trillion economy today. At 

the current pace, we should double in 8-9 years and 

then double again in another 8-9 years. In this while, 

the market cap should also go up substantially from 

current levels, as Over a long term Nominal GDP 

Growth = Earnings Growth = Market Returns.  

Source: UNIFI Capital 
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Mid-cap vs. large-cap valuations:   

Mid-cap valuations have corrected after December 

2017 and are now trading at a 10% discount to Nifty vs. 

38% premium at that time (12-month forward PE). On 

price to-book mid-caps are trading around LTA 

compared with large-caps. Current mid-cap12-month 

forward PE is 16x vs. large-cap PE of 17.6x. As the 

divergence between large-caps and mid-caps is high, 

we believe the broader market will recover soon – this 

has already started in the pre-election rally. 

The PE gap between mid-caps and large-caps has 

reached 2014 levels – it was at its maximum in 

December 2017 (at the time mid-caps were trading 

7.8x more than large-caps). After that, mid-cap stocks 

corrected more than large-caps in terms of 12-month 

forward PE. Presently, mid-cap valuations looks good – 

providing valuation comfort to investors.
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While the Nifty is off only 1.2% from its 52 week high 

for the year, the median stock in the Nifty 500 is down 

24.4% from its 52 week high. This suggests that the 

headline Nifty is not reflecting the pain in the broader 

market. The PE gap between mid-caps and large-caps  

has reached 2014 levels – it was at its maximum in 

December 2017 (at the time mid-caps were trading 

7.8x more than large-caps). After that, mid-cap stocks 

corrected more than large-caps in terms of 12-month 

forward PE.  

We would suggest investors to stick to their asset 
allocation and take portfolio action only if there is a 
asset allocation distortion in their portfolios.  
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Debt Market: 

Key Recent Events 

§ Monetary Policy Update 4th April 2018 - The MPC, expectedly, cut the repo rate by 25 bps to 6% and retained 

its stance at ‘neutral’. All except Dr Ghate and Dr Acharya voted for a rate cut. The decision to keep policy 

stance at neutral was more unanimous with only Dr Dholakia voting for ‘accommodative’ stance. CPI inflation 

projection for H1FY20 revised downward to 2.9-3.0% from 3.2-3.4%. GDP growth projection for FY20 revised 

downwards to 7.2% from 7.4%  

§ Central bank bought the targeted $5 billion as part of the long term Dollar/Rupee swap auction with a three 

year tenor. Rs 34,561 crore was infused into the Indian banking system 

§ CPI inflation stood at 2.57% in February compared to a revised 1.97 percent in January 2019 as the year-on-

year fall in food prices eased 

§ The core CPI inflation rate for February 2019 is at 5.5% vs 5.4% in January 2019 is at 5.4%, CPI food inflation 

stood at -0.66 percent in February compared to -2.17 percent in January. The urban inflation stood at 3.43 

per cent in February 2019 against 2.91 per cent in January 2019, the rural inflation stood at 1.81 per cent in 

February 2019 against 1.29 per cent in January 

§ Goods and Services Tax (GST) collection in March rose 15.6% from a year ago to hit ₹1.06 trillion, the highest 

since the new indirect tax system took effect on 1 July 2017. 

§ The Central Board of Direct Taxes (CBDT) has collected Rs 1,117,416.5 crore (11.17 lakh crore) in total 

direct taxes in FY 2018-19, a shortfall of around Rs 83,000 crore or 7.4 percent of the Rs 12 lakh crore 

collection target. The collection is, however, 18.3 percent higher than last year. 

§ Jan IIP stayed moderated significantly to 1.3% versus 2.7% in Dec due in large part to slowing growth 

in manufacturing(1.3% in Jan versus 2.7% in Dec), electricity (0.8% in Jan versus 4.5% in Dec) and 

capital goods (-3.2% in Jan versus 5.9% in  Dec) sector. Construction witnessed the strongest growth 

of all major sectors, of 7.9% in Jan, but this was still significantly slower than the 10% seen in Dec. 

§ Feb trade deficit came in surprisingly low at $9.6bn, best since Sep 2017 with exports rising 2.4% YoY 

and imports falling 5.4% YoY. YoY import growth worsened across all categories, with 7 of the major 

9 categories in negative territory. Export growth was still positive, it but well below its 3-yr avg. 

§ FIIs maintained Feb’s buying trend in Mar to record inflows of ~$4.8bn, taking the YTD total to 

~$7.1bn. DIIs however remained sellers with ouflows of ~$2bn with the YTD total standing at net 

outflows of ~$1.8bn. 
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Government borrowing Programme for FY 2019-20 

 

Source: www.stcipd.com. Data as on 5th April 2019 
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Forex Reserves and Currency 

 

  

 Source: Bloomberg and various Central bank data 

DEBT MARKET OUTLOOK 

The Government has frontloaded its borrowing plans, 

with the H1 FY20 gross borrowing of the Government 

at INR 4.42trn, amounting to 62.3% of the total gross 

borrowings for FY20. Along with this government has 

also announced the T-bill calendar, where INR 200bn of 

T-Bills supply will hit the markets every week. In order 

to infuse durable liquidity in the system, RBI has 

decided to inject Rupee liquidity for longer duration 

through long-term foreign exchange Buy/Sell swap. In 

March RBI successfully conducted a USD 5bn swap for 

a tenor of three years. The US Dollar amount mobilized 

through this auction would also reflect in RBI's foreign 

exchange reserves for the tenor of the swap while also 

reflecting in RBI's forward liabilities. 

The 10-year benchmark G-Sec yield declined by 6bps to 

end the month at 7.34%, largely tracking the decline in 

global bond yields and risk-off sentiments globally. 

Globally the theme of slowdown continues to 

dominate the markets. In its Federal Open Market 

From a Peak of USD 426 bn the forex reserves 
have declined to around USD 405.63 bn due to 
intervention by the Reserve Bank of India to 
stem the rupee’s slide and also because of 
capital outflows from the debt market 

 However we are much better placed currently 
as we were in 2013 another sharp period of 
rupee depreciation. Owing to sharp 
improvement in India's BOP front, India's 
foreign exchange reserve increased by 160 bn 
USD from the lows in Sep 2013 to 405.633bn 
USD as on March, 2019. Amongst very few 
emerging markets which has improved so 
significantly on external sector front.  
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Committee (FOMC) meeting the Fed kept its policy rate 

steady and turned even more dovish on the back of 

worries over US economy. Further it intends to start 

slowing the pace of its balance sheet normalization 

process in May and end it in September.  

 

Loosening monetary and fiscal policy typically reflect a 

steep yield curve. Despite loosening fiscal conditions, 

open market operations aided the government bond 

yields through the second half of FY 2018 – 19. With 

RBI moving to foreign exchange swaps amidst 

prospects of further easing in rates, we expect 

corporate bonds to outperform government securities. 

RBI announcement to increase proportion of SLR for 

the purpose of Liquidity Coverage Ratio (LCR) will deter 

demand for government securities on the margin. 

Hence, carry trades (accruals) will continue to find 

flavour and the recent MPC outcome has provided 

another opportunity to capture higher accruals (at 

lower repo rate) without diluting duration and credit 

profile of investments. Higher spreads and prospects of 

further easing in repo rates aid stability to short term 

(2 – 4 yrs) bonds and they continue to remain our 

favourite trade. We would revisit duration strategies 

on prospects of RBI re-introducing open market 

operations and more importantly if the outcome of 

Bimal Jalan committee (on RBI Capital Reserves) leans 

towards one off revenue for government in this fiscal.  

 

 

In such a scenario, we would advise investors to 

remain invested in debt funds which prioritize safety 

and high liquidity and look at lower mark to market 

risk to allocate monies to short term / run down 

maturity debt mutual funds primarily investing in 

instruments with AAA credit rating from CRISIL / ICRA 

open ended funds with run-down maturities.  
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Change in Fixed Income Variables as on 5th April 2019 

 

                          Source: IDFC AMC
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Performance of UNIFI PMS as on 29th March 2019  

    

Source: UNIFI Capital. The above returns are post management fee and before performance fee 



 6th April 2019 
 

 
 
Accumen Wealth Advisors Private Ltd- 
Mumbai: Rise Mumbai, 1902, 19th Floor, Tower B, Peninsula Business Park, Lower Parel, Mumbai – 400013 
Kolkata: Diamond Heritage. Unit No. H605A. 6th Floor. 16, Strand Road. Kolkata-700001 
 
 

17 

 
Performance of Mutual Funds as on 2nd Apr 2019 

 
         Source: Kotak, ICRA

 
 
Disclaimer 
____________________________________________________________________________________________ 
This material has been prepared for information purpose only and on the basis of publicly available information, 
internally developed data and other sources believed to be reliable. Accumen Wealth Advisors Private Ltd does not 
warrant its completeness and accuracy. It does not constitute an offer to sell or a solicitation to buy any security or 
other financial instrument. Publishing lists of products merely indicates the funds and securities which we deal in 
and shall not be construed as recommended schemes by Accumen Wealth Advisors Private Ltd. List of funds and 
securities is non-exhaustive and non-advisory in nature and should not be relied upon as a substitute for 
professional advice. Clients are advised to consult their investment advisors and not base their investment decisions 
on the publication made. Clients are advised to obtain individual financial advice based on their risk profile before 
taking any action based on the information contained in this material. Clients alone shall have the right to choose 
their investments and shall be responsible to invest in with their objectives and risk appetite, for which Accumen 
Wealth Advisors holds no liability. Accumen Wealth Advisors Private Ltd and/or its clients may have positions in the 
securities mentioned in the report and may offer to buy or sell such securities or any related investments. Accumen 
Wealth Advisors Private Ltd does not guarantee the performance of products listed in the collateral and accepts no 
responsibility whatsoever including any loss suffered by clients resulting from investing in such funds. Although 
Accumen Wealth Advisors Private Ltd endeavours to provide accurate and timely information, there can be no 
guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the 
future. 


