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“Even if you’re on the right track, you’ll get run over if you just sit there.” 
 

- Will Rogers 
Equity markets 

Indices 30th Aug   
2019 

30th Sept   
2019 

1 Month 
Return (%) 

1 Year   
Return (%) 

BSE Sensex 37,332.79 38,667.33 3.57 6.74 
S&P CNX Nifty 11,023.25 11,474.45 4.09 4.98 
BSE 100 11,139.78 11,580.94 3.96 3.95 
BSE Mid Cap 13,467.55 14,104.13 4.73 -4.46 
BSE Small Cap 12,534.70 13,170.76 5.07 -8.73 
Source: Bloomberg  

All the major domestic indices posted gains during Sept’19; Sensex was up 3.57% 
during the month whereas Nifty gained 4.09%. Mid cap and Small cap indices 
outperformed the large cap indices as they gained 4.73% and 5.07% respectively during 
the month. 

All the major global equity indices increased during month of Sept’19; ranging from -
0.46% to 5.08%. Nikkei 225 index gained the most followed by DAX with a gain of 
4.09%.  

For the month of Sept’19, Oil & gas sector gained the most followed by Consumer 
durable and capital goods sector whereas Realty, IT and Healthcare sector declined 
during the month.    

Both FIIs and DIIs were net buyers during the month. FIIs were net buyers in equities to 
the tune of ~Rs.75.5bn whereas mutual funds were net buyers to the tune of Rs.110bn 
for the month.  

The yield of benchmark 10-year G-sec moved from 6.56% as at end Aug’19 to 6.70% at 
the end of Sept’19.  

 

The performances of all the major 
commodities were mixed during 
the month. Zinc followed by Lead 
gained the most during the month 
while Silver declined the most. On 
a y-o-y basis, Nickel, Gold, Silver 
and Lead have posted gains 
whereas other major commodities 
are negative and within them 
Crude Oil has declined the most. 
  
 

Source: Bloomberg  

 
 
 
 

Commodities    
(USD) 

1 Month 
Return (%) 

One Year 
Return (%) 

Gold -3.15 23.47 
Silver -7.51 15.63 
Crude Oil 1.10 -27.85 
Copper 1.29 -8.52 
Primary Aluminum -1.80 -16.51 
Lead 5.85 4.86 
Nickel -4.75 35.32 
Tin -2.60 -15.63 
Zinc 7.85 -8.96 
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Macro Economic Data  
Indicators Jul-19 Aug-

19 
Sep-
19 

Oct-
19 

Comments 

IIP (%) 4.3    Industrial output growth has accelerated to 4.3% 
in Jul’19, from 1.2% in Jun’19, mainly led by the 
manufacturing output growth (4.2% in Jul’19 vs. 
0.2% in Jun’19) and mining output growth (4.9% 
in Jul’19 vs. 1.5% in Jun’19).  

Core 
Sector (%) 

2.7 -0.5   Core sector output growth contracted to 0.5% in 
Aug’19 from 2.7% growth in Jul’19, led by the 
degrowth in coal output (-8.7% in Aug'19 vs. -
1.6% in Jul'19) and crude oil (-5.5% in Aug'19 vs. 
-4.4% in Jul'19)  

RBI 
monetary 

policy 
(Repo 

Rate) (%) 

5.75 5.4 5.4 5.15 In its 4th bi-monthly monetary policy of FY20, 
the RBI has cut the repo rate by 25bps to 5.15%, 
taking the cumulative rate cuts to 135bps in this 
easing cycle. 

     Real GDP growth projection for FY20 has been 
cut sharply from 6.9% earlier to 6.1% now, with a 
recovery in 2HFY20 the range of 6.6-7.2%. 

CPI 
inflation 
(%) 

3.1 3.2   CPI inflation remains low at 3.2% in Aug'19. 
Food inflation inches up while core CPI softens. 
Divergence b/w rural CPI (2.2%) and urban CPI 
4.5%) remains high. 

Trade 
Deficit ($, 
bn) 

-13.4 -13.5   In Aug’19, exports declined by 6% to $26.1bn, 
while imports declined 13.4% (the sharpest fall in 
36-months) to $39.6bn. Trade deficit was $13.5bn 
in Aug’19 vs. $13.4bn in Jul’19.  

GST 
Collection 
($, bn) 

1021 982 919  Total gross GST revenue collections in Sep’19 
stood at Rs. 919bn, following Rs. 982bn 
collection in Aug’19.  

Exchange 
Rate 
(INR/USD)  

68.9 71.8 70.7  Indian Rupee appreciated by 1.5% during Sep’19, 
as it closed at 70.7 in the end of Sep’19 from 71.8 
at the end of Aug’19 per dollar. 

GDP (%)          
5.0  

         
5.0  

  India’s real GDP growth decelerated to 5% 
(slowest since 4QFY13) in 1QFY20 from 5.8% in 
4QFY19. A sharp fall in private consumption 
growth (3.1% in 1QFY20 vs. 7.2% in 2QFY20) 
and govt. consumption growth (8.8% in 1QFY20 
vs. 13.1% in 2QFY20) are the two main 
contributors to lower the GDP growth in 1QFY20.  

Monsoon 
(%) 

-7.3 0.4 10.0  Rainfall is above normal at 10% as of Sep’19 

Kharif 
Sowing 
(%) 

6.6 1.7 0.1  Kharif sowing is down 0.1% yoy as of 27th 
Sep’19 majorly led by the decline in sowing of 
sugarcane (-5.5%), jute (-5%) and pulses (-1.7%). 
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Outlook  
On the global front, US FOMC (Federal Open Market Committee) delivered a second cut 
of 25bps as widely expected whereas trade war concerns receded as China agreed to 
buy US farm products as a goodwill gesture ahead of high-level trade talks set to start in 
October. Geopolitical Risks were on the rise as attacks on Saudi Aramco plants 
catapulted crude prices by ~$10/bbl overnight. However, faster restoration of affected 
plants provided relief to crude and oil beta stocks.  

Indian equity markets finally broke out on the upside from the narrow range bound 
trading in the previous 3-4 months as the Finance Minister announced large tax rate cuts 
for the corporate. There are expectations of further actions from the government in order 
to revive the economy. Corporates are expected to save tax to the tune of approximately 
rs 1.45lac crores. However the overarching constraint is government's fiscal position 
which continues to be weak because of continuing softness in GST collections. Even the 
direct tax collections have been weak and have been trending significantly below the 
budget estimates. 

In the face of weakening economic activity and subdued equity market performance, 
inflows into mutual funds have been relatively resilient. After a couple of months of weak 
inflows, trend has improved in the last few months. 

The macro backdrop for India deteriorated at the margin as crude oil prices moved up 
during the month. However July IIP staged moderate recovery to 4.3% versus 2.0% print 
in June. 

Markets are currently trading at about 18.5x FY20 earnings which is slightly above the 
long term average. With the recent slowing down of the economy, there is a rising risk of 
earnings being cut further unless there is a meaningful pick in economic activity in the 
second half of the year. This construct makes us slightly cautious in the short term. 
However, from a medium to long term point of view, as the benefits of GST, cleanup of 
bank balance sheets and positive impact of government reforms start percolating down 
to the real economy, we should see an improvement in growth indicators and that should 
augur well for the equity markets. 
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Fixed Income Market 
Fixed Income Market Review –  

Bond market yields rose further in September on adverse developments during the 
month. The spike in oil prices post the attack on Saudi oil facilities and the surprise fiscal 
stimulus provided by the Government, were the key developments that pushed bond 
yields higher.  
Bond markets had a positive start to the month as the Q1 FY20 GDP growth data 
released after the close of trading at the end of August, came in significantly lower at 
5.0%, far lower than the pessimistic forecasts of 5.5%. The low growth raised 
expectations of further monetary easing to help revive growth. Inflation for the previous 
month stayed softer than estimates as core inflation trends stayed benign. However, 
bond yields saw a sharp reversal thereafter on specific developments. 
The low key hostilities in the Arabian Peninsula, escalated sharply after the rebel militia 
in Yemen targeted Saudi Arabia’s largest crude oil processing facilities, in a missile 
attack using drones. The attack knocked out almost 50% of Saudi’s crude output. The 
sudden contraction of the oil supply potential led to a sharp spike in oil prices. The oil 
price move impacted the domestic bond yields as well as the currency. However, Saudi 
Arabia maintained its supply of crude oil by drawing down its inventory, while racing to 
repair and restore the damaged oil facilities. By the end of the month, Saudi Arabia had 
managed to restore full oil production and supply, leading to a full reversal of the oil price 
spike seen earlier in the month. 
During the month, the Government also unveiled sharp corporate tax cuts to help revive 
the investment and capital expenditure cycle. The cost of the tax cuts was estimated by 
the Government at Rs 1.45 trillion. For a market that was apprehensive of a fiscal deficit 
slippage due to weak revenues, the additional tax cuts only served to exacerbate the 
worst expectations on the fiscal front. Bond yields rose sharply after the announcement, 
reversing only partially by the end of the month. 
Over the course of the month, the 10-year benchmark bond yield rose to an intra-day 
high of 6.87% before ending at 6.70%, up from 6.56% at the end of the previous month. 
 
Market Outlook – 

The fundamental factors of benign inflation and subdued growth, both globally and 
domestically, continue to provide a positive backdrop to bond markets. Inflation outlook 
stays benign and the current trends suggest that the inflation is likely to stay within the 
RBI’s projections for the year. With inflation well under control, RBI is expected to 
continue to prioritise growth revival in its forthcoming policies. The benign global growth 
and the easy monetary policies in developed economies, affords RBI room to maintain 
an ‘accommodative’ policy stance. 
Global factors, too, are favourable as the outlook for global growth remains weak. The 
lower growth outlook has led to lower bond yields across most large economies, with a 
significant portion of the developed economies’ sovereign bonds trading in negative 
yields. The subdued growth outlook also helps keep commodity prices soft. Oil prices 
have stayed soft and the attack on Saudi facilities had only a temporary impact on the 
prices.  These developments do support lower bond yields. 
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However, the concern over the Government’s fiscal balance overshadows these positive 
factors. The markets have been concerned over the likely shortfall in the Government’s 
revenues and its ability to achieve the targeted fiscal deficit and borrowing for the year. 
The corporate tax rate cut has only served to accentuate the fears of revenue shortfall.  
These factors - continued soft policy stance and fiscal concerns, are expected to lead to 
a steeper yield curve. The short end of the curve will be anchored close to the repo rate 
as RBI cuts rates further and maintains surplus liquidity in the system, while the long end 
of the curve rises further or stays flat, immune to the rate cuts, as the markets fret over 
the likely slippage in fiscal deficit and increased supply of bonds in this segment. 
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