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“You can’t go back and change the beginning, but you can start where you are and 
change the ending” 

 
- C.S.Lewis 

Equity markets 
Indices 29th Mar   

2019 
30th Apr   

2019 
1 Month 

Return (%) 
1 Year   

Return (%) 
BSE Sensex 38,672.91 39,031.55 0.93 11.01 
S&P CNX Nifty 11,623.90 11,748.15 1.07 9.39 
BSE 100 11,809.19 11,868.07 0.50 6.41 
BSE Mid Cap 15,479.62 14,889.42 -3.81 -12.48 
BSE Small Cap 15,027.36 14,624.56 -2.68 -20.53 
Source: Bloomberg  

Large cap indices posted gains during Apr’19; Sensex was up 0.93% m-o-m in Apr’19 
and Nifty gained 1.07%. Mid and small cap indices however underperformed the large 
cap indices; BSE mid cap index was down 3.81% and BSE small cap index was down 
2.68% during the month.  

All the major global equity indices except Shanghai Comp index posted positive returns 
during the month of Apr’19, gains were in the range of 1.91% to 7.10%. DAX gained the 
most while Shanghai Composite index declined 40bps during the month of Apr’19  

For the month of Apr’19, IT sector gained 6.43% while banking and capital goods sector 
declined 2.38% and 2.39% respectively.    

FIIs were net buyers to the tune of Rs20,281cr of equities while DII’s were net sellers to 
the extent of Rs4,220cr. Among DIIs, Mutual funds sold Rs5,014cr. In debt markets FIIs 
were net sellers of Rs5,857cr during the month.  

 
Macro Economic Data  
Industrial output growth decelerated to 0.1% in Feb’19, from 1.7% in Jan’19. The slowdown 
was mainly led by the manufacturing ouput which declined by 0.3% in Feb’19 from 1% 
growth in Jan’19. Mining output growth also moderated to 2% in Feb’19, following 3.9% 
growth in Jan’19.  
 
Notably, infra & construction ouput growth dropped to 2.4% in Feb’19, following 6.8% 
growth in Jan’19 and consumer durable ouput growth decelerated to 1.2% in Feb’19 from 
2.3% in Jan’19. Capital output continued to contract by 8.8% in Feb’19 vs. 3.4% decline in 
Jan’19. 
 
Core sector output growth rose to 4.7% in Mar’19 from 2.1% in Feb’19, led by sharp 
jump in coal output growth (9.1% in Mar’19 vs. 7.4% in Feb’19), steel output growth 
(6.7% in Mar’19 vs. 4.9% in Feb’19) and cement output growth (15.7% in Mar’19 vs. 8% 
in Feb’19). Fertilizer output growth (4.3% in Mar’19 vs. 2.5% in Feb’19) and petroleum 
product output growth (4.3% in Mar’19 vs. -0.8% in Feb’19) also saw in improvement in 
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output. However, natural gas output growth decelerated to 1.4% in Mar’19, following 
3.8% growth in Feb’19. 
 
CPI Inflation rose to 2.9% in Mar’19 from 2.6% in Feb’19 as food inflation turned positive 
after remaining in deflation since Oct’18. Core inflation eased to 5.1% in Mar’19 from 5.4% 
in Feb’19, mainly led by lower inflation in personal care (4.1% in Mar’19 vs. 5% in Feb’19), 
education (7.6% in Mar’19 vs. 8.1% in Feb’19) and Household good & services (6% in 
Mar’19 vs. 6.3% in Feb’19). Notably, urban CPI surged to 4.1% in Mar’19 from 3.4% in 
Feb’19. The rural CPI, however, remained low at 1.8% in Mar’19 (unchanged vs. Feb'19). 
 
In Mar’19, exports grew by 11% to $32.6bn while imports grew only by 1% to $43.4bn. 
While the trade deficit was contained at $10.9bn in Mar’19, it was sequentially higher 
than $9.6bn in Feb’19. Gold imports rose by 31% to $3.3bn in Mar’19 from $2.5bn in 
Feb’18. Non-oil & non-gold gold imports - a proxy for domestic activities - declined by 
2.7% to $28.4bn in Mar’19 led by decline in imports of electronic goods (-6%), chemical 
products (-6%) and transport equipment (-3%). On the other hand, exports of electronic 
goods (35%), ceramic products (20%) and eng. goods (16%) saw the highest surge in 
Mar'19 while that of iron ore (-13%) and marine products (-7%) witnessed a contraction. 
 
The yield of 10-year instrument moved from 7.35% at the end of Mar’19 to 7.41% at the end 
of Apr’19.  

Indian Rupee depreciated by 0.6% during Apr’19, as it closed at 69.55 in the end of Apr’19 
from 69.14 at the end of Mar’19 per dollar. 
  

The performance of all the major 
commodities except Crude was 
negative during Apr’19. Tin 
followed by Nickel declined the 
most. On a y-o-y basis too, all the 
major commodities posted 
negative returns. Aluminum has 
declined the most by 20.31% 
followed by Lead at 17.03%. 
  
 

Source: Bloomberg  
 
Observations 
In its first bi-monthly monetary policy of FY20, the RBI has cut the repo rate by 25bps to 
6% in Apr’19 while the monetary policy stance has been kept unchanged as ‘neutral’. 
Apart from that, RBI has cut GDP growth forecast by 30bps for 1HFY20 to 6.8-7.1% and 
by 10-20bps to 7.3-7.4% for the 2HFY20. 

Total gross GST revenue collections in Apr’19 stood at Rs. 1.12tn – the highest level 
since the introduction of GST. CGST stood at Rs. 211.6bn, SGST at Rs. 288bn, IGST at 
Rs. 547.3bn and GST cess at Rs. 91.7bn. 

Commodities    
(USD) 

1 Month 
Return (%) 

One Year 
Return (%) 

Gold -0.68 -2.42 
Silver -1.14 -8.46 
Crude Oil 6.43 -4.03 
Copper -1.04 -5.76 
Primary Aluminum -6.01 -20.31 
Lead -4.56 -17.03 
Nickel -6.03 -10.62 
Tin -8.18 -7.20 
Zinc -3.34 -9.64 
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IMD came out with its annual monsoon forecast of a near-normal monsoon (96% of long 
period average-LPA) with weak El Nino conditions expected. However, earlier in the 
month, private weather tracking agency, Skymet had come out with a below-normal 
monsoon expectation (93% of LPA) with a 55% probability of below normal monsoons. 
The Met department (IMD) had also notified of heat wave conditions in states of MP, 
Maharashtra and Telangana in 1st week of April as summer set in major parts of the 
country. 

 
Outlook  
Global equities continued to move higher, led by SPX, which crossed an all time high. 
Global equities have witnessed a sharp V-shaped recovery YTD2019, paring all the 
losses recorded in 4QCY18. The key drivers were: 1) strong Chinese economic data 2) 
solid 1Q19 US GDP growth 3) below-target US inflation and 4) optimism about the 
resolution of trade disputes between the US and China.   

Indian equities endured a volatile month after breaking out on the upside near all time 
high in March. Macro-economic indicators have been less supportive over last few 
months. PMIs declined sequentially, IP came below expectations and CPI accelerated 
(1Q19 average at 2.5% vs 2.4% projected by the RBI). The weak IP report in conjunction 
with the fall in manufacturing PMI and disappointing auto sales have raised fresh growth 
concerns. On the monetary policy front, RBI cut policy rates by 25bps (in a 4-2 vote) and 
reiterated its neutral stance. However, the bar for easing is higher now with brent crude 
oil prices breaching USD 70/bbl.  

Key highlights of the Q4 quarter earnings season are: (1) Improving asset quality and 
moderating slippages even though provisioning costs remaining high for Banks (2) 
Volume growth slowdown across consumption sectors (staples, discretionary, auto) (3) 
negative operating leverage resulting in disappointing operating margins (4) Muted order 
inflow accretion for government spend dependent companies (5) Supply side constraints 
leading to higher onsite costs for IT sector. We believe domestic slow down may be 
temporary and it should recover post elections as new government kick starts  spending 
on social and infrastructure sectors.      

Market uncertainty is likely to prevail in the short term as we approach the outcome of 
the general elections with exit polls likely to be announced after the last phase of polling 
on 19th May followed by results on 23rd May. Despite the near term uncertainty, we 
believe medium to long term outlook of the Indian economy and consequently equity 
markets remain solid. India remains one of the fastest growing economy in the world 
with inflation also well in control. We believe earnings growth is likely to accelerate 
from FY20 driven by sharp improvement in profitability of Banks. Auto and Pharma 
sector profitability should also improve from beaten down levels over next year. Indian 
market valuations at 20X FY20 even though slightly above long term averages are 
attractive considering 20% CAGR in earnings expected over next 2 years. Trade wars, 
sharp rise in oil prices, deterioration in local / FII flows are key risks. We remain 
optimistic on Indian Equities from medium to long term view. 
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Debt markets Update – May, 2019 
 
April Highlights 

 
• Bond yields hardened slightly in April after the RBI - MPC cut Repo rates by 25 basis 

points. The MPC also retained its monetary policy stance at neutral. The members 
expressed their concerns over the rising oil prices, uncertain monsoon outlook 
contributing to upward risks from their inflation forecast. Bond yields reacted upwards, 
thereafter, as markets pared down expectations of future easing, reversing all the gains it 
had posted in the week before the policy. As the month progressed bonds recovered some 
of the losses on the back of value buying but bonds failed to garner much traction. RBI 
announced another USD 5 bn 3-year swap against INR to add liquidity into the domestic 
system. The USD-INR swap led the markets to lower the expected OMO purchases by 
RBI. The absence of PSU banks on the bid, and lack of clarity of OMO purchases by RBI 
skewed the demand-supply balance adversely over the month. The G-Sec 10yrbenchmark 
started the month at 7.35% and rose all the way upto7.47% before settling at 7.41%by the 
end of the month. Meanwhile, the Indian Rupee depreciated from 69.16 to 69.56against 
the US Dollar. 

• The IIP for February came in lower at 0.1%, compared to 1.7% in January. The de-
growth was due to the contraction in manufacturing growth and high base of the previous 
year. The manufacturing index came in lower at -0.3% from 1.30% in January. The 
electricity index for February rose from 0.8% to 1.2% in the month of January. The 
mining index also showed a lower print of 2.0% from 3.90% earlier. On the use based 
index, basic goods came in a tadlower and showed a print of 1.2% vs 0.8%, while 
intermediate goods also came in lower than the previous month and continued to stay in 
the negative territory at -4.9% from -3.0% in January. Consumer durable goods came in a 
tad lower at 1.2%in February, from 1.4% in January. Consumer non-durables sub-index, 
however, rose to 4.3% in February from 3.8% earlier. 

• Headline CPI inflation, for March, rose and came in at 2.86% from 2.57% in February. 
The rise was mainly due to increase in the food and fuel & light prices. The food index 
came in higher at 0.66% in March versus-0.07% in February. Underlying the food 
inflation, vegetable inflation rose from -7.69% in February and to -1.50% in March and 
the pulses inflation also recovered from -3.80% to -2.25% in the previous month. The 
fuel and light index moved up to 2.42% from 1.24% and housing index showed a 
marginally lower print of 4.93% from 5.10% in the month of March. The miscellaneous 
index came in lower at 5.68% from 6.02% in the month of March. On a MoM basis the 
core inflation eased to5.00% from 5.40% in the previous month. 

• Headline WPI inflation came in higher at 3.18% in March from 2.93% in February due to 
the reversal seen in Food and Fuel product prices. Primary articles inflation moved up to 
5.07% in March as compared to 4.84% in February. The food inflation rose from 4.28% 
to 5.68% in March. The manufactured products category came in a tad lower in March at 
2.16% vs 2.25% in the previous month. The fuel and power index showed a much higher 
print of 5.41% as compared to 2.23% MoM. Contrary to the trend seen in the CPI data, 
core WPI inflation came in a bit higher at 2.47% in March vs 2.36% in February. 
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• India’s trade deficit widened to $10.9bn in April from $9.6 bn in March. Exports rose 
11%to $32.60bn, while imports rose 1.40% to $43.40bn. Cumulative exports for the 
financial year 2018-19 stood at $331.0bn and imports at $507.4bn resulting in a trade 
deficit of $176.4bn compared with $162.10bn in the previous year. 

 
 
Market Outlook 
 

• The outcome of the general elections and the improvement in liquidity balances in the 
system are the key factors that will drive bond markets in the coming months. The 
composition of incoming Government and their fiscal policy will have a meaningful 
impact on bond yields. The bond markets are already wary of an expansionary fiscal 
policy focused on benefit transfers, instead of enhanced investments, leading to crowding 
out of other borrowers in the economy and pushing up bond yields. A weak coalition 
Government could exacerbate these pressures. 

• We expect RBI to continue to use both – USD – INR swaps as well as OMO purchases to 
add liquidity in the system. A comfortable liquidity balance in the system, as well as 
OMO purchases by RBI, will help provide support to bond prices. 

• Oil prices, despite the subdued growth outlook, continue to trade at elevated prices due to 
supply restrictions and constraints from OPEC and some key non-OPEC countries. The 
Iran sanctions have further roiled the markets. The rising oil prices have an adverse effect 
on India’s macroeconomic parameters, making it harder for RBI to ease monetary policy 
further. 

• The yield curve is quite steep at the current juncture. We expect that this steepness will 
persist till the concerns over supply are mitigated, either through RBI stepping up its 
purchases through OMO auctions, or an increased FPI inflow in the bond markets. An 
improvement in system liquidity is likely to soften short term yields and also help 
compress credit spreads, while having a limited impact at the longer end of the curve.  
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