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Accumen Wealth Advisors Private Ltd  
Market update –7th October, 2017

 
GLOBAL MARKETS  
Against this positive economic backdrop, central 

bankers have continued to indicate that they want to 

gradually reduce the level of monetary policy stimulus 

in place. The US Federal Reserve (the Fed) announced 

that it will start the process of “quantitative 

tightening”. This reduction in the size of its balance 

sheet will begin to reverse some of the quantitative 

easing (QE) that has been so supportive of bond prices 

in recent years. The Fed also continues to suggest that 

another rate rise is on the cards for December. 

Meanwhile, the European Central Bank (ECB) looks set 

to announce a further slowdown in the pace of its own 

QE programme and, not to be left out, even the Bank 

of England (BoE) has strongly suggested that it will raise 

interest rates before the year is out.  

In US the Republicans unveiled a sweeping tax reform 

proposal aimed at lowering the corporate tax rate from 

35% to 20% which if passed would feed through to 

companies’ bottom lines. However, the US President’s 

unpredictability, coupled with his fraught relationship 

with Congress, has tempered expectations of the bill 

passing through.  

Having Stopped Yields Rising, BOJ Now Finds Them 

Falling Too Low: Japan’s 10-year yield has gone from a 

one-year high in February (0.15%) to slipping below the 

BOJ’s targeted zero percent level (-0.015%) on 

September 8th amid a bout of global risk aversion 

stemming from North Korea tensions. While the 

central bank has cut back on its debt purchases three 

times since mid-August, strategists question if that will 

be enough should global bonds keep rallying.  

China saw a rating downgrade from S&P due to high 

debt and property measures aimed at curbing rising 

house prices

World Equity Markets Performance (%) as on 6th October 2017  
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EQUITY MARKET OVERVIEW: 

 

Liquidity Wave keeping Markets Buoyant 

Unprecedented inflows into equity markets in 

domestic mutual funds and increased equity allocation 

from EPFO and rising NPS corpus is proving ample 

liquidity to the markets and are driving factors behind 

the recent rally.  

Total assets managed by mutual funds touched a 

record high of 20.59 lakh crore in August 2017, up 

3.12% from July 2017 level of 19.97 lakh crore. This 

represented a 31.74% increase YoY and a 17.4% 

increase from March 2017. Of the total MF corpus, 42% 

was held by income funds and 31% by equity and ELSS 

funds 

According to Amfi data, inflows through systematic 

investment plans (SIPs) for August were at 5200 crore, 

up from 4950 crore in the previous month. SIP inflows 

averaged 3600 crore/month in FY17. 

In the trailing 12 months, the mutual fund industry saw 

a net inflow of 3.07 lakh crore. Out of the total net 

inflow, 99,441 crore (i.e. 32%) came into equity and 

ELSS funds 

Despite volatility in equity markets, inflows in equity 

mutual funds have remained steady. August saw a net 

inflow of 28,023 crore in equity and equity-oriented 

funds, which is a multi-year high. This trend reflects the 

increasing participation of investors in mutual funds 

and using correction as an opportunity to deploy 

capital 

 

 

 

Are the Macros looking shaky? 

Recent macroeconomic data suggests a weakening of 

India’s macroeconomic position with (1) CAD rising to 

2.4% in 1QFY18, (2) CPI inflation rebounding to 3.4% in 

August from historical-low levels and set to cross 4% in 

the next 2-3 months and (3) GDP growth slowing to 

5.7% in 1QFY18 pulled down by a combination of 

cyclical (demonetization, GST) and structural (low 

investment) factors. India’s fiscal deficit continues to 

be high and could worsen (without one-off asset sales 

by the government) if taxation revenues disappoint. 

 

The recent worsening of India’s macroeconomic woes 

may be paradoxically better for the Indian market’s 

earnings given the high share of companies with US 

dollar-linked revenues and profits in the overall 

revenues and profits of the Indian market (45% and 

50% of the net profits of the BSE-30 and Nifty-50 

indices having direct and indirect linkages with the 

currency). Of course, the impact of a weaker macro on 

sentiment and valuations will be a bigger issue, 

especially if the global central banks were to reduce or 

remove their accommodative monetary policies. 

 

Market Performance 

Realty (66.7%), Consumer Durables (60.7%), Bankex 

(31.1%) & Capital Goods (26.7%) have been the key 

outperformers so far this year as on 6th October 2017 

while Healthcare (-5.1%) and IT (-7%) were the main 

laggards.  
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India Market Performance (%) as on 6th October 2017 

 

Source: Bloomberg, Money Control  
 

Net Cash Market Purchases 

Source: NSE, BSE, SEBI, Kotak AMC. FII & MF data updated till 30th Aug 2017 

Mutual funds absorbing FII selling 
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Great time to be a Promoter – Fund -raising via the 

equity route could hit Rs 1 lakh crore in 2017 - 

Companies and financial institutions having mopped 

up close to Rs 93,000 crore so far this year. The amount 

is the highest raised via equity in the last five years and 

almost twice of Rs 46,733 crore mopped up in 2016. 

Future IPOs from a couple of insurance companies and 

some logistics firms are expected to raise close to Rs 

20,000 crore. As on 30th September 19 IPOs have raised 

26,500 crs (USD 4 bn approx.) mainly driven by offer for 

sale rather than fresh capital raising.  

 

A significant portion – close to 42% – of the total equity 

raised this year has been by way of qualified 

institutional placements (QIPs) at Rs 39,382 crore. 

State Bank of India’s Rs 15,000-crore offering has been 

the biggest so far in 2017. The country’s biggest lender 

had issued around 52.21 crore new shares at a price of 

Rs 287.25. The issue was aimed at augmenting the 

bank’s capital adequacy ratio and for general corporate 

purposes. 

This was the biggest QIP issue in the past 11 years. 

Market participants said the need for tier-I capital and 

the necessity to meet Basel III requirements are the 

reasons behind banks opting for QIPs. Bajaj Finance 

completed its QIP worth Rs 4,500 crore in September. 

 

Adequate liquidity in the market and the desire of 

private equity players to exit their holdings and the 

Promoters ability cash out on equities as better than 

fair valuations due to good sentiments have created 

action in the primary market. Moreover, the IPOs and 

offers for sale (OFS) by the government to meet its 

disinvestment target could take fund-raising in 2017 to 

a record high. Even Small enterprises raised Rs 1,181 

crore through SME the highest since 2012.  

As much as 4-5 institutions have launched or are 

looking at launching Pre-IPOs funds a sign of increase 

demand for Pre-IPO shares by HNI clients. 

 

                                           Source: Mint
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Euphoria in NBFC (especially Housing Finance 

Companies) / Broking / Financials sector 

 
Market is extremely Euphoric in NBFC (especially 

Housing Finance Companies) / Broking / Financials. 

Housing Finance companies Return on Assets and price 

to book value are usually positively correlated but over 

the last 3 years the relationship has become inverse 

Price to Book Value is near record highs and return on 

Assets are at record low. Refer the graph below 

Most of the NBFCs are trading at expensive valuations. 

Investors are chasing NBFCs that are into, getting into 

or could get into affordable housing, which is the new 

buzzword. However, though there have been many 

launches in affordable housing, where are the buyers? 

Affordable housing is for the people who get new jobs. 

If job creation is not happening, from where will the 

buyers (borrowers) come?  

On the broking companies Market is willing to pay a 

premium valuation (20-30 times FY 19) expecting that 

these companies will grow continuously at 25%-30%. 

However it is to be noted that revenue growth for 

broking companies is extremely sensitive to market 

conditions and not as consistent and stable as FMCG 

companies.    

       Source: Edelweiss 
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IT, Metal& Power are at lower end of valuations, other sectors moving towards upper end of valuation zone 

*PE as on 29th Sep , 2017 
 

 

 

  

Source: Bloomberg and various Central bank data 

 

 

 

Owing to sharp improvement in India's 

BOP front, India's foreign exchange 

reserve increased by 152bn USD from 

the lows in Sep 2013 to 399.66 bn USD 

as on Sep, 2017. Amongst very few 

emerging markets which has improved 

so significantly on external sector front.  

 



 7th October 2017 
 

 

 
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 
 

 

7 

Valuations, Index Performance and Earnings Growth 

 

Indian Markets exhibiting record low volatility – Data as on 5th October 2017   
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EQUITY MARKET OUTLOOK  

Earnings releases by Corporate India paints a mixed 

picture– strong earnings growth expected in 

consumers (restocking post GST-implementation and 

early/strong festive season), energy (higher refining 

margins and large adventitious gains for downstream 

companies), industrials and metals & mining (higher 

realizations and consequent improvement in 

profitability) sectors, despite drag from automobiles 

(margin compression due to high input costs), 

pharmaceuticals (pressure in US revenues due to lack 

of meaningful approvals) and telecom (increase in 

indirect taxes, continuation of hyper-competitive 

sector activity). We expect net income of the BSE-30 

Index to decline 4% yoy while that of the Nifty-50 Index 

to increase 8.4% yoy, led by strong earnings growth in 

the downstream companies. Market is estimating EPS 

of BSE-30 Index at 1,439 for FY2018E (6.5% YOY 

growth) and 1,812 for FY2019E (25% YOY growth) 

Key themes which Investment Managers are playing in 

the current scenario are as follows: (1) Unorganised to 

Organised (2) Increase Govt Spending (3) Clean & 

Green technology / Renewables (4) Channelising of 

Savings from Physical Assets to Financial Assets (5) 

Affordable Housing theme  

 

Last 3 years investors had it great with Equities 

delivering good returns with record low Volatility. 

Going forward because of Low visibility of corporate 

earnings coupled with high valuations is bound to 

increase Volatility in the broad markets which may be 

higher than the average volatility. We would suggest 

not to allocate lump-sum money to broad market 

oriented mutual funds (sectoral weightages similar to 

Indices) unless the investor is extremely underweight 

equities. On the Mutual fund space Lump-sum 

investments can be done in Value oriented funds and 

funds with lower weightages to Banking and financial 

services and low correlation to broad indices.  

As this continues to be a stock pickers market we 

continue to suggest allocation to the following 

concentrated Niche investment themes of UNIFI 

Capital focused on Absolute returns  

 

Investors can look at hedging their part portfolio by 

buying a 3 year ATM (At the Money) put option on 

Nifty which is trading at 6.25% - 6.5% approximately 

(i.e. 2.1% - 2.2% p.a.) 

Investors looking at absolute returns with divergence 

to the index should look at allocating to UNIFI PM
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UNIFI PMS - Investment Philosophy - their thematic 

investment styles are designed around niche 

investment opportunities that exist in the Indian 

capital markets. Usually such specialties offer limited 

scope for scale-up in terms of the capital we can 

deploy effectively. The focus is always upon 

discovering and taking advantage of an insight that 

can provide the edge, and then adding layers of 

research and due diligence to construct an Equity 

portfolio. 

Following are the portfolio strategies where UNIFI 

PMS is currently raising capital from clients: 

APJ 20 - The Portfolio focuses on the following 

sectors which are not currently fancied by the 

markets: agriculture, specialty manufacturing like 

defense equipment, mining, specialty chemicals and 

certain sectors in infrastructure have over the past 

few years, built a niche portfolio of industrial 

competencies that have bordered on being 

disruptive. Earnings growth for the portfolio 

companies for the current year and one year forward 

is around 23% per annum, FY 19 PE of 18  and the 

Debt Equity ratio is around less than 0.4 levels 

(Portfolio Manager is not taking balance sheet risk) 

These are all not turnaround that sense, but when 

you have companies with much stronger balance 

sheet, lower debt and leaders in their product 

segments, coming out of long years of lull and 

getting into growth mode 29% year-on-year growth 

does not sound unrealistic. 

India Spinoff Portfolio - Corporate India has woken 

up to the fact that spinning off an unrelated 

business, or a business with a distinctly and vastly 

different growth profiles is key to realising the right 

value of the respective business and is in the long 

term interest of key stake holders Investing in 

Companies going through a demerger. They consider 

an opportunity only after demerger is announced 

and the resolution is passed in the board, and do not 

speculate on the event and therefore we do not take 

the risk of event happening or not.  
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Debt Market: 

 
Key Recent Events 

 
 

 India’s GDP growth slumped to a three-year low of 5.7% during April June—lagging China for the second 

straight quarter —as manufacturing slowed ahead of the GST launch amid demonetisation effect 

 Factory output grew unexpectedly in August to bring the country’s manufacturing sector back into growth 

zone on surge in new business orders after the GST-related contraction in July, a monthly survey showed. The 

Nikkei India Manufacturing Purchasing Managers’ Index (PMI) rebounded to 51.2 in August from a low of 47.9 

in the previous month, indicating a substantial turnaround from July’s contraction amid confusion over the 

new GST (Goods and Services Tax) regime. 

 India’s fiscal deficit at July- end touched 92.4 % of the budget mainly because of front loading of expenditure 

by various government departments 

 

 Monetary Policy Update – 4th October 2017 

o In line with our expectation, the RBI kept repo rate unchanged at 6%. It also kept the monetary policy 

stance unchanged at ‘neutral’. 

o Acknowledging the negative impact of Q1FY18 GDP print on full year growth, the RBI lowered its GVA 

growth forecast for FY18 to 6.7% from 7.3% in Aug ‘17 policy review with risks evenly balanced 

o Taking into account the upside risks to inflation, the central bank revised its inflation forecast up. 

According to revised forecasts, inflation is expected to range between 4.2-4.6% in H2FY18 up from 4-

4.5% in the Apr ‘17 policy review 

o The RBI lowered SLR to 19.5% from 20% previously requiring banks to invest less in government 

securities 
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Credit growth continues to falter due to lack of large-ticket project funding and corporates moving increasingly to 

bond markets which has seen significant monetary transmission. 

 
 

Government borrowing Programme for FY 2017-18  
 

                         Source: www.stcipd.com. Data as on 3rd October 2017 

 

http://www.stcipd.com/
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DEBT MARKET OUTLOOK 

Since early September, INR sovereign bond prices have 

weakened marginally. This was caused by a number of 

factors including - global volatility after the Fed 

announced the start of balance sheet tapering and 

amidst ongoing geopolitical concerns; inflation 

(especially core inflation) which came in marginally 

higher than expectations; as well as potential fiscal 

deficit increase due to government’s plan to increase 

spending to boost to economic growth. 

As the scare of additional borrowing under the fiscal 

stimulus package wore off in the beginning of the 1st 

week of October, the domestic bond markets 

witnessed some gains. However, this fear continued to 

shadow market sentiments as news agencies reported 

discussions of increasing H2 FY18 borrowing by a 

staggering Rs 1 Lac Cr. Resultantly, selling pressured led 

Yields to break the psychological barrier of 6.70% on 

the benchmark bond.  

 

We think an expenditure led fiscal expansion is 

unlikely. With no material changes to total spending we 

don’t think there will be any implications on RBI policy. 

From a bond supply standpoint, H2 gross borrowing by 

the Central Government is slated to be the lowest in 3 

years. However there is room for clearer 

communication from government ‘sources’ when 

regarding borrowings and / or future fiscal slippages. 

 

The government is running fiscal, with no room for 

error. Therefore market will remain on the 

tenterhooks. This will keep the bond yields range 

bound till the clarity emerges either way. 

Given the CPI trajectory, we believe inflation is 

likely to be under the RBI threshold. However we 

will have to wait till Dec-17 at the least to be sure 

on the same, since RBI may be seeking additional 

data to react 

 

We have Q2 GDP data release in the end of 

November. This is likely to be soft and may raise 

the expectation of a cut. 

We believe, Monetary policy still has space to 

react to GDP growth slow-down as compared to 

fiscal policy as our combined fiscal deficit (state 

plus centre) is already amongst the highest when 

compared with peer nations and there is 

uncertainties regarding Govt revenues this year 

 We recommend Investors looking at lower mark to 

market risk to allocate monies to Corporate Bond / 

Accrual funds and Open ended AAA or AA+ oriented 

residual maturity funds with 2-4 years maturity. These 

funds are also recommended as they reduce 

reinvestment risk for long-term debt investors.  

Investors with higher risk appetite can look at adding 

medium term duration (3-4 years) to fixed income 

portfolios through Dynamic Bond funds only which 

have the flexibility to alter the maturities whenever 

required.    

Investors can also look at investing in UNIFI Alternate 

to Debt Portfolio – Various corporate events like 
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buybacks, delisting, mergers, demergers as well as 

open offers emanating from M&A have varying 

degrees of information asymmetry resulting in 

mispricing of the underlying stocks. The portfolio will 

look at allocating capital to such special situations as 

well as bonds having credit rating of AA and above. 

Minimum Capital contribution required is 25 lacs. To 

benefit from preferential treatment of small 

shareholders in corporate events the maximum 

allocation by an investor is restricted to 30 lacs. The 

target is to generate a post-tax and expense return of 

9%-10% p.a. There is no fixed fee, a 25% profit share 

which will be charged on 31st March every year) over 

8% p.a. return. Suggested investment horizon 1-2 

years. 

 

Change in Fixed Income Variables for last 18 months as on 6th October 2017 

 

       Source: IDFC AMC 
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Performance of UNIFI PMS as on 30th September 2017   
 

 

The above returns are post management fee and before performance fee 
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Performance of Mutual Funds as on 4th October 2017 
 

 
 

 

The questions at hand are should you sell a great business? And, if so, when? 

­ The answer for a long-term investor may actually be never ... 

­ “Selling great companies with large growth potential, even at seemingly rich valuations, is 

usually a mistake.” Allan Mecham 

­ "Our favourite holding period is forever" Warren Buffett 

­ “If the job has been correctly done when a common stock is purchased, the time to sell it is 

almost never" Phil Fisher 

­ Don't let a market correction scare you out of holding a great business for the long 

term. Remember, 'quoted' prices can and often do reflect the emotions of the crowd, not 

the true underlying value of the business.  
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­ "This is the third time that Warren and I have seen our holdings in Berkshire Hathaway go 

down, top tick to bottom tick, by 50%. I think it's in the nature of long term shareholding 

of the normal vicissitudes, in worldly outcomes, and in markets that the long-term holder has 

his quoted value of his stocks go down by say 50%. In fact, you can argue that if you're not 

willing to react with equanimity to a market price decline of 50% two or three times a 

century you're not fit to be a common shareholder, and you deserve the mediocre result 

you're going to get compared to the people who do have the temperament, who can be more 

philosophical about these market fluctuations." Charlie Munger 2009 

 

 

 

 

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. 


