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“Every morning you have two choices: continue to sleep with your dreams or wake up 
and chase them” 

 
- Carmelo.Anthony 

Equity markets 
Indices 30th Apr   

2019 
31st May   

2019 
1 Month 

Return (%) 
1 Year   

Return (%) 
BSE Sensex 39,031.55 39,714.20 1.75 12.43 
S&P CNX Nifty 11,748.15 11,922.80 1.49 11.05 
BSE 100 11,868.07 12,044.07 1.48 9.09 
BSE Mid Cap 14,889.42 15,096.18 1.39 -5.73 
BSE Small Cap 14,624.56 14,867.04 1.66 -13.81 
Source: Bloomberg  

Large cap indices posted gains during May’19; Sensex was up 1.75% m-o-m in May’19 
and Nifty gained 1.49%. While Mid cap index marginally underperformed the large cap 
indices; BSE Small cap index moved in line with large cap indices during the month.  

All the major global equity indices declined during the month of May’19. Hangseng index 
declined the most by 9.42% whereas FTSE100 declined the least by 3.46%.  

For the month of May’19, Capital goods sector and banking sector gained the most; 
10.59% and 5.81% respectively whereas healthcare index declined the most by 7.39%.    

FIIs were net buyers to the tune of Rs6,215cr of equities whereas DII’s bought to the 
extent of Rs5,316cr. Among DIIs, Mutual funds bought Rs4,809cr. In debt markets FIIs 
turned net buyers of Rs3,789cr during the month. YTD till May’19, FIIs have bought 
Rs26,496cr worth of equities and are net sellers of Rs2,068cr in debt markets. DIIs are 
net buyers of Rs1,097cr in equities YTD till May’19  

 
The yield of benchmark 10-year G-sec moved to 7.03% at the end of May’19 from 7.41% 
at the end of Apr’19.  

 

Indian Rupee depreciated marginally by 0.2% during May’19, as it closed at 69.66 in the 
end of May’19 from 69.55 at the end of Apr’19 per dollar. 

 

The performance of all the major 
commodities except Gold was 
negative during May’19. Crude 
Oil declined the most during the 
month. On a y-o-y basis too, all 
the major commodities except 
Gold posted negative returns.  
 
  
 
 

Source: Bloomberg  

Commodities    
(USD) 

1 Month 
Return (%) 

One Year 
Return (%) 

Gold 1.71 0.53 
Silver -2.54 -11.27 
Crude Oil -12.41 -18.41 
Copper -9.12 -14.92 
Primary Aluminum -0.14 -21.71 
Lead -6.23 -26.57 
Nickel -1.51 -21.04 
Tin -4.76 -9.15 
Zinc -10.67 -18.58 
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Macro Economic Data  

Indicators Feb'19 Mar'19 Apr'19 May'19 Comments 

GDP 8% 7% 6.60% 5.80% 

·         India’s GDP growth decelerated to 5.8% in 
Q4FY19, from 6.6%in Q3FY19. Slowdown in the 
economy was led by sluggish growth in the 
agriculture (-0.1, the mining sector (1.3%) and 
manufacturing (6.9%). 

IIP 0.10% -0.10% - - 

·         Industrial output contracted by 0.1% in 
Mar’19, following 0.1% growth in Feb’19. Notably, 
consumer durables output contracted by 5.1% in 
Mar’19, following 1.2% growth in Feb’19 and 
consumer non-durable output growth fell to 0.3% in 
Mar’19 from 4.2% in Feb’19. 

Core Sector 2% 5% 2.60% - 

·         Core sector output growth decelerated to 
2.6% in Apr’19 from 4.9% in Mar’19, led by fall in 
coal output growth (2.8% in Apr’19 vs. 9.1% in 
Mar’19), steel output growth (1.5% in Apr’19 vs. 
6.7% in Mar’19), cement output growth (0.8% in 
Apr’19 vs. 15.7% in Mar’19) and fertilizer output 
growth (-4.4% in Apr’19 vs. 4.3% in Mar’19).  

RBI 
monetary 

policy (Repo 
Rate) 

6.25% 6.25%  6% - 

·         In its first bi-monthly monetary policy of FY20, 
the RBI 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. 

CPI inflation 2.60% 2.86% 2.92% - 

·         CPI Inflation remained muted at 2.92% in 
Apr’19 vs. 2.86% in Mar’19.The urban CPI has 
already crossed 4% (4.2% in Apr’19 vs. a low of 
2.9% in Jan'19). The rural CPI, however, continued 
to be low at 1.9% in Apr’19.  
·         Core inflation eased sharply to 4.5% in Apr’19 
from 5.1% in Mar’19.  

Trade Deficit $9.6bn $10bn $15.3bn - 

·         In Apr’19, exports grew marginally by 0.6% to 
$26.1bn, while imports grew by 4.5% to $41.4bn. As 
a result, trade deficit widened to $15.3bn, 
sequentially higher than $10.9bn in Mar’19. 

·         Gold imports rose 54% to $4bn in Apr’19 from 
$3.3bn in Mar’19.Non-oil & non-gold gold imports - a 
proxy for domestic activities - declined by 2.2% to 
$26bn in Apr’19. 

GST 
Collection 

Rs. 
0.97tn 

 Rs. 
1.06tn 

Rs. 
1.13tn 

Rs. 
1.0tn 

·         Total gross GST revenue collections in 
May’19 stood at Rs. 1.0tn, following Rs. 1.13tn 
collections in Apr’19. 
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Observations 
Although 4QFY19 net profits of the Nifty-50 Index increased 16.5% yoy led by a sharp 
swing in the net profits of the banking sector (Rs101 bn in 4QFY19 versus minor loss in 
4QFY18), it was marred down by (1) higher provisions in the case of certain banks, (2) 
weaker-than-expected volumes, revenues and profits in the case of several consumer 
staples and discretionary stocks and (3) weaker-than-expected refining margins for the 
downstream oil companies. Ex-bank Nifty profits grew 4.5% yoy.  

 
Outlook  
On the global front, US and China continued to issue statements on tariffs and counter-
tariffs with markets swinging to new developments. Global equities traded downwards 
for the month amid growth concerns as the global economic data remained soft.  

On the domestic front, markets showed exuberance on exit poll predictions and 
subsequent BJP victory as domestic investor interest returned after 3 successive months 
of outflows. The incumbent Modi-led NDA returned to power with a thumping majority 
with BJP comfortably cruising past the simple majority. 

GDP growth for FY19, however disappointed with both the annual and quarterly print 
coming below expectations.  

The RBI will hold its monetary policy meet on 6th June where the street is expecting 25 
bps of rate cut on the back of growth slowdown and inflation concerns. 

In a negative development, in the semi-annual MSCI EM index rebalance, India's weight 
was reduced by ~34bps. This assumes significance for the FII flows to Indian markets. 

With political uncertainty now over, focus has shifted to economy and revival of growth. 
We believe that the new Govt faces numerous challenges like 1) Poor rural demand due 
to low farm prices and drought in parts of India last year 2) NBFC and Liquidity Crisis 3) 
slowdown in key sectors like Real estate and automobiles 4) poor visibility of capex 
cycle revival and 5) Poor health of PSU and SEB's. We believe that it is a tight rope walk 
for Govt to pump prime the economy and fulfill its social agenda of lifting the bottom end 
of pyramid. We would watch out for key policy initiatives like PSU divestments, NBFC 
and liquidity crisis handling in the first couple of months. Luckily for the Government 
crude prices are again softening amidst trade wars and chances of a global slowdown, 
which might provide some elbow room to continue with its social agenda. The 
Government has started innings with extension of PM Kisan and scholarships for wards 
of defence forces, which clearly sets the tone for coming budget. 

While domestic equity flows have remained positive despite a volatile market, the net 
amount has trended down in equity schemes of mutual funds. Given an election heavy 
calendar and INR volatility, this trend is important to watch as it will have a bearing on 
the overall liquidity conditions in the equity markets. Commodity price fluctuations, risk of 
escalation of a global trade war and volatility in currency markets pose risks to the near 
term outlook. 

Despite the near term uncertainty, we believe medium to long term outlook of the Indian 
economy and consequently equity markets remain solid. We believe earnings growth is 
likely to accelerate from FY20 driven by sharp improvement in profitability of banks. 
Indian market valuations at 19.6X FY20E earnings even though slightly above long term 
average are reasonable 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 – June, 2019 
May Highlights 
 
 

•  Bond yields softened in May on the basis of favorable domestic and global 
developments.US Treasury yields dipped sharply from 2.50% to 2.13% as the markets 
increasingly factored in a rate cut by the US Fed, over the course of the year. Brent Crude 
Oil prices, too eased sharply from US $72.80 to US $ 64.49, in response to the weak 
growth outlook, as well as continued increase of oil inventories by the US. In addition, 
the removal of the uncertainty over the Indian Government formation and confidence in 
the continuity of the current Government’s policies along with the OMO purchase 
announced by RBI also boosted sentiments in the bond markets. Meanwhile the CPI 
numbers inched up slightly to 2.92% from 2.86% but however the core inflation eased to 
4.54% from 5.0% for the month of April. The G-Sec 10yr benchmark traded at 7.41% at 
the end of the last month and softened all the way down to 7.03% which also was the 
closing yield for the benchmark in the month of May. 

• The IIP for March tapered lower and contracted 0.1%, compared to 0.1% growth in 
February. 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 -0.4% from 0.3% in 
March. The electricity index rose from 1.2% in February to 2.2% in the month of March. 
The mining index showed a lower print of 0.8% from 2.0% earlier. On the use based 
index, basic goods came in higher and showed a print of 2.5% vs 1.2%, while 
intermediate goods also recovered than the previous month but continued to stay in the 
negative territory at -2.5% from -4.5% in March. Consumer durable goods dropped into 
negative territory at -2.0%in March, from 3.0% in February. Consumer non-durables sub-
index, also dropped to show a print of 0.3% in March from 4.3% earlier. 

• Headline CPI inflation, for April, rose and came in at 2.92% from 2.86% in March. The 
rise was mainly due to the increase in the food and fuel & light prices. The food index 
came in higher at 1.38% in April versus 0.68% in March. Underlying the food inflation, 
vegetable inflation rose from -1.50% in March to 2.87% in April and the pulses inflation 
also recovered from -2.25% to -0.89%. The fuel and light index moved up to 2.56% from 
2.42% and housing index showed a marginally lower print of 4.76% from 4.93% in the 
month of April. The miscellaneous index came in lower at 5.10% from 5.68% in the 
month of April. On a MoM basis the core inflation eased to 4.54% from 5.0% in the 
previous month. 

• Headline WPI inflation came in lower at 3.07% in April from 3.18% in March due to 
moderation in manufactured foods category. Primary articles inflation moved up to 
6.50% in April as compared to 5.07% in March. The food inflation rose from 5.68% to 
7.40% in April. The manufactured products category came in a tad lower in April at 
1.72% vs 2.16% in the previous month. The fuel and power index showed a much lower 
print of 3.84% as compared to 5.41% MoM. On a MoM basis the core inflation eased to 
1.92% from 2.47% in the previous month. 
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Outlook 
 

• A number of key economic parameters are favorably positioned from the bond markets’ 
perspective. Inflation continues to stay benign. Though food prices have been rising, the 
core inflation has been softening, providing greater comfort to the markets. Global 
growth outlook has been weakening and the increasing trade frictions have dimmed the 
outlook further. The lower growth outlook has led to a softening of monetary policy 
expectations across all major economies. Commodity prices, too, have been softening. 
Oil prices have corrected more than 10% over the course of the last month, setting stage 
for softer monetary policy domestically as well. The outcome of the general elections has 
also removed a key concern for the markets. 

• The current market levels have factored in most of these developments, though a further 
fall in oil prices can pull bond yields lower. However, the key concern for the markets is 
the level of the fiscal deficit and the associated supply of bonds from the Government as 
well as quasi-Government issuers. The large supply is likely to prevent any sharp fall in 
yields. 

• 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 and interest rate cuts, are likely to soften short term 
yields, while having a limited impact at the longer end of the curve. 
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