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Summary:- 

 
➢ As of 30th June 21, Nifty 50 was trading at a PE of 29.92x and Nifty Midcap 100 was trading at a PE of 21.99x.  

➢ CPI inflation rose to 6.3% YoY in May as against 4.2% in April. Core inflation also rose to 6.4% YoY. WPI inflation came in at 12.9% in 

May compared to 10.5% in April owing to higher fuel and power inflation and manufactured products inflation. 

➢ Credit growth declined to 5.8% YoY as of 18-June. Aggregate deposit growth stood at 10.3% YoY.  

➢ GST collections fell below 1 lakh Cr mark to 92,849 Cr in June 2021 due to lockdown.  

➢ Manufacturing PMI at 48.1 (from 50.8) in June contracted for the first time in 11 months. India's services PMI fell to 41.2 in June 

2021 from 46.4 in May. 
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Debt Market Review 
➢ RBI released the MPC committee minutes on 18th June 2021 where MPC members detailed their 

rationale for a continued accommodative stance to revive and sustain growth on a durable basis 

and mitigate the impact of COVID-19 on the economy.  

➢ Still bonds sharply fell in the month of June as market participants re-anchored their expectations 

of the timing and quantum of RBI policy reversal (although still very gradual) after relatively 

higher inflation surprises on the upside & sharp increases in global commodity prices, especially 

crude. 

➢ RBI is actively managing yields. Combination of GSAP, OMOs / OTs may keep the yield curve 

anchored at current levels. 10 year likely to trade in the band of 6-6.25% for the next 3 months. 

➢ The US 10 Yr Treasury bond yield closed the month at ~1.48% (May end: 1.58% & Apr end: 

1.63%). In fact, the 10 Yr was below 1.5% mark for most part of second half of month.  

➢ US Treasury yields have moved higher since the start of 2021, increasing their prospective 

returns. However, with the economy in an expansion phase, yields have the potential to rise 

further, as they did after the June policy announcement. 

➢ At the June meeting, the Fed maintained the federal funds target range at 0.00-0.25%.  Growth 

and inflation projections were pushed up; the median expectation of FOMC members is now for 

two rate hikes in 2023. 

➢ FII remained net sellers in the Debt market to the tune of Rs. 4,317 Cr in June 21 compared to 

selling of Rs 1,336 Cr in the previous month. While MF institutions remained net buyers in Debt 

market to the tune of Rs 6,449 Cr compared to buying of Rs. 3,332 Cr in the previous month.. 

Debt Market Outlook 
➢ The June Monetary Policy had no surprises in terms of focus, which continues to be revival of 

sustainable growth conditions. Inflation may play second fiddle, till it remains within tolerance 

levels. RBI may also continue with its successful proactive approach of providing ample liquidity 

and managing yield expectations, which has reduced volatility and aided transmission 

meaningfully. 

➢ Relatively large size of GSAP 2.0 and SDL buying through GSAP window might ensure lower 

sovereign risk premia ahead amid elevated borrowing. 

➢ The bond market may step up speculation concerning the shelf-life for RBI’s current ultra-

dovishness. This may make the task of dictating yields to the market that much more difficult for 

the central bank. 

➢ What would remain the first line of adjustment would most likely be the unwinding of surplus 

liquidity, the build-up of which may not be consistent with the evolving macro backdrop. The 

timing for the same could well be earlier in this fiscal than later. 

➢ VRRR (Variable Rate Reverse Repo) at the short end and G-SAP at the mid to long end of the 

curve may mean some yield curve flattening on the way. 

➢ We remain very cautious on duration as the interest rates are expected to remain volatile due to 

RBI normalizing liquidity and upside risk to inflation due to economic recovery. 

Investment Strategy 
➢ Even Investors can consider investing in recommended Low Duration, Short Term, Banking & PSU 

or Corporate Bond funds as per the investment horizon and risk appetite.   

➢ With interest rates expected to remain volatile due to RBI normalizing liquidity, we recommend 

investors to have an allocation in our recommended Floating Rate Funds with an investment 

horizon of 6 months to 1 year as these funds endeavour to seek protection from interest rate 

volatility by investing more than 65% assets in floating rate instruments. 
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Equity Market Review 
➢ Markets were buoyed by a steady decline in Covid cases, pick up in vaccination drive and ease of 

lockdown like restrictions.  

➢ In the month, Nifty 50 rose by 0.9% and underperformed Nifty Midcap 100 which rose by 4.6%, 

and Nifty Small Cap 250 which rose by 5.7%.  MSCI World rose by 1.5% whereas MSCI Emerging 

Markets rose by 0.2%. In the U.S., the Nasdaq and the S&P 500 were up, but the Dow ticked down.   

➢ The Composite PMI Output Index fell from 48.1 in May to 43.1 in June, signalling the sharpest rate 

of reduction since July 2020.  

➢ Governments in most developed markets continued to ease Covid-related mobility restrictions and 

activity levels picked up. However, the reopening of economies and the quick rebound in activity 

has fuelled inflation in some countries. In May, the US consumer price index increased by 5.0% 

YoY. 

➢ In economic data, UK’s June manufacturing PMI was amended lower to 63.9 from 64.2 in the final 

reading. 

➢ India's second Covid wave peaked and rolled over in early May, with new cases now trending down 

to 47K. Around 21% of Indian population has received at least one dose of vaccine. The vaccination 

pace is expected to increase with the announcement of free vaccines for all above the age of 18 

years at the cost of the Centre. This will be the key for faster recovery.  

➢ FII remained net buyers in the Equity market to the tune of Rs. 10,932 Cr in June 21 compared to 

buying of Rs 5,360 Cr in the previous month. MF institutions also remained net buyers in Equity 

market to the tune of Rs 6,437 Cr compared to buying of Rs. 105 Cr in the previous month. 

Equity Market Outlook 
➢ Equity market resilience continued for the month as large parts of the country opened-up or 

restrictions were reduced combined with lower infection count and accelerated vaccination drive. 

➢ From equity market perspective the initial increase in inflation can lead to better top line growth 

and in combination with lower rates can lead to reasonable earnings recovery. However, inflation 

worries are likely to contribute to market jitters. 

➢ The pace of vaccination will be an important factor to re-start the economic engine. Supply 

bottlenecks have led to prices firming at an alarming pace, raising the bogey of inflation. How fast 

these supply bottlenecks are reduced will impact the fight against inflation. 

➢ On the positive front, with recent fiscal stimulus and some factors like multiyear low interest rates, 

expected normal monsoon benefiting rural economy and support from global recovery, will be 

helpful for faster recovery. 

➢ We believe that domestic markets are well positioned for a reasonable recovery on normalization. 

While the second half of the year could be bumpier for financial markets, we still expect equity 

markets to continue their upward path. 

Investment Strategy 
➢ India’s long term growth story remains intact since it is better placed in terms of fundamentals. We 

recommend our aggressive-moderate investors to increase allocation in our recommended Dynamic 

(Balanced) Advantage Fund, Flexi-cap, Mid cap & Small cap funds with a with a medium to long term view. 

We also recommend investors to allocate 10 to 15% of the equity allocation in recommended themes like 

PSU Equity Funds, Banking & Financial Services Funds with an investment horizon of 2 to 3 years. (Click to 

refer our special note on Banking &Financial or PSU Equity Fund). 

➢ We believe investors should also consider geographic diversification of their investments and  we currently  

recommend 10-15% of the portfolio allocation to Emerging Markets International Equity Funds (Click to 

refer our detailed note on Emerging Market Equity Funds). 
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Source: Bloomberg, W2W Research 

EQUITY 

https://www.way2wealth.com/Reports/RR010920206fd24.pdf
https://www.way2wealth.com/Reports/RR3103202164430.pdf
https://www.way2wealth.com/Reports/RR050320218d4e1.pdf


   

 

 
 
 
 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Review 

➢ Gold  declined 5.0% to 46,504 in June 21 from 48,933 in previous month. 

➢ Brent oil rose 8.4% in June 21 from 69.3 to 75.1 dollars. Brent witnessed an increase on 

account of demand recovery, falling US stockpile and OPEC’s cautious and disciplined 

approach to keeping supply out of the market in June.  

➢ Rupee depreciated 2.5% to 74.4 in June 21 compared to 72.5 in previous month. Dollar 

gained as new virus outbreaks were seen undermining global recovery. 

Outlook 

➢ Long  term outlook for gold remains intact and positive. 

➢ OPEC members have failed to reach an agreement regarding crude output increases. This 

may result in member states taking matters into their own hands and raising output 

regardless of the OPEC accord. A case of rejection for current restrictions could mean further 

depreciation of crude prices going forward. Russia has entered discussions and is acting in a 

mediatory capacity between the two distressed nations in hopes of a resolution. Crude is 

expected to trade with a negative bias until agreement is reached.  

➢ Indian Rupee is expected to trade with negative bias amid strong dollar and risk aversion in 

the global markets. However, sharp fall may be prevented on softening of crude oil prices 

and as number of Covid cases in India continued to decline. 

➢ We recommend investors to invest some part of their portfolio in commodities. As 

investment interest in commodity have increased over the years due to low correlation 

compared to traditional asset classes like equity & fixed incomes, it provides for certain 

degree of portfolio diversification & commodities are regarded as potential hedge against 

inflation. 

GOLD, OIL & CURRENCY 
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Disclaimer, Disclosure and Copyright Notice 
 
The contents of this material are general and are neither comprehensive nor appropriate for every individual and are solely for the informational purposes 
of the readers. This material does not take into account the specific investment objectives, financial situation or needs of an individual/s or a Corporate/s 
or any entity/s. A qualified professional should be consulted before making an investment decisions or acting on any information contained in this 
material. All investments involve risk and past performance does not guarantee future results. Investigate before you invest. You are strongly cautioned to 
verify any information before using it for any personal or business purpose. 
Way2wealth Brokers (P) Limited (herein after called Way2Wealth) does not guarantee the accuracy, quality or completeness of any information. Much of 
the information is relevant only in India. Way2wealth makes no warranties, either express or implied, including, but not limited to warranties of suitability, 
fitness for a particular purpose, accuracy, timeliness, completeness or non-infringement. In no event shall Way2Wealth be liable for any damages of any 
kind, including, but not limited to, indirect, special, incidental, consequential, punitive, lost profits, or lost opportunity, whether or not Way2Wealth has 
been advised of the possibility of such damages. This material contains statements that are forward-looking; such statements are based upon the current 
beliefs and expectations and are subject to significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking 
statements. These uncertainties include but are not limited to: the risk of adverse movements or volatility in the securities markets or in interest or foreign 
exchange rates or indices; adverse impact from an economic slowdown; downturn in domestic or foreign securities and trading conditions or markets; 
increased competition; unfavorable political and diplomatic developments; change in the governmental or regulatory policies; failure of a corporate event 
and such others. 
 
This is not an offer to buy or sell or a solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy. No 
part of this material may be copied or duplicated in any form by any means or redistributed without the written consent of Way2Wealth. In no event shall 
any reader publish, retransmit, redistribute or otherwise reproduce any information provided by Way2Wealth in any format to anyone. Way2Wealth and 
its affiliates, officers, directors and employees including persons involved in the preparation or issuance of this report may from time to time have interest 
in securities thereof, of companies mentioned herein. 

 

 


