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Summary:- 

 

➢ Global activity is recovering sharply aided by easing of lockdowns and fiscal & monetary support. Indicators like PMI are showing improvement. 

➢ India’s GDP growth contracted substantially by 23.9% YoY in 1Q FY21, but PMI indicates an improvement in 2Q.  

➢ Key high frequency indicators are showing improvement, albeit with some moderation, as COVID curve is yet to flatten.  

➢ Rural economy aided by above-average monsoon and Kharif sowing higher YoY. Global macro factors such as low oil prices and stable currency continue to be in India’s 

favour. 

➢ USD has entered a bear market and a weaker USD boosts EM flows and assets. However, domestic flows continue to be negative even though SIP flows have been steady. 

 

Source: Bloomberg, W2W Research 
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Debt Market Review 
 

➢ Bond yields rose by ~28 basis point, thereby ending at 6.11%. The bonds witnessed 

significant sell of after the release of MPC minutes which were construed as hawkish by 

market participants. 

➢ This was the final MPC meet for the three external members as their 4 year tenure came 

to end. All the MPC members felt that the economy needed further policy support & 

recommended retaining accommodative stance. The Governor reiterated that, there is 

headroom available for easing which needs to be used judiciously. 

➢ India’s GDP growth contracted substantially in 1Q FY21, but PMI indicates an improvement 

in 2Q. With recovery expected in Q3 and Q4 FY21, India’s FY21 GDP growth projected at -

5% to -6% YoY. Key high frequency indicators showing improvement, albeit with some 

moderation, as COVID curve is yet to flatten 

➢ July inflation printed at 6.9% yoy (consensus: 6.3%), while June inflation was also revised 

higher by 20 basis point to 6.2%. Both food inflation and core inflation accelerated in the 

latest reading.  

➢ Core inflation (CPI Ex-Food Ex-Fuel) climbed to 5.87% on a year on year basis as compared 

to 5.33% in June, on substantial price hikes in components like personal care and effects, 

education and transport and communication. 

➢ FII remained net sellers in the debt market to the tune of Rs. 4,155 crs compared to Rs 

2,455 cr in the previous month. While DII remained net buyers in Debt market to the tune 

of Rs 23,647 crs for the month of August 2020 as compared to  Rs 31,018 crs in the previous 

month. 

Debt Market Outlook 
➢ 10-year GSec has been broadly stable and range bound since mid May. The current crisis 

is that of a health crisis but eventually leading to shutdown of economic activity across the 

globe. 

➢ Given the pandemic, that has led to a steep fall in GDP for the 1st quarter of fiscal 2020-

21, RBI is intent on supporting government borrowings at low yields and when markets 

took up yields by 40bps, post release of hawkish RBI August policy minutes, the central 

bank came out with supportive measures and a strong statement on keeping down yields 

➢ RBI announced operation twist of Rs 20,000 crore that is purchase securities with tenures 

between 4 and 12 years, and sell short-dated securities maturing in October and 

November. This would resultantly flatten the yield curve and accelerate monetary 

transmission in the system. 

➢ The central bank also temporarily increased banks’ investment limit under the held-to-

maturity (HTM) portfolios from 18% to 19.5% of NDTL. This would likely create additional 

demand  for government bonds which would act as support for bond yields 

➢ Liquidity continues to be in surplus at Rs 4.54 trillion. 

➢  We continue believing that the current situation clearly portrays that monetary policy 

rates are likely to stay low for long. Short-medium term segment  of the yield curve looks 

attractive with good risk reward benefit. 

Investment Strategy 
➢ Good quality & medium term bonds looks attractive. Spreads over the repo rate 

represents good opportunity.Thus we advise our investors to invest our recommended 

Banking & PSU Debt funds,corporate Bond funds and Short Duration Funds. 

➢ We also advise investors to utilize the recent volatility and weakness in markets to invest 

into G-Sec funds with horizon of 4 to 7 years.  Investors should allocate 10%-15% of their 

portfolio to G-sec fund as that will provide attractive carry and gain. 
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Equity Market Review 
➢ Indian equities continued their upward momentum during the month  ( 4.6%), however 

the last trading day of the month saw a sharp correction (-2.5%) on account of renewed 

tensions along the India-China border at Ladakh 

➢ In August and over the last 3-month basis, Small Caps significantly outperformed Mid and 

Large Caps. Since the bottom in March-20, Large, Mid and Small Caps have bounced 50%, 

52% and 66% respectively. 

➢ On a sectoral front, the stars of the year – IT, Telecom and Pharma were the key laggards 

for August. Metals, Infra, Capital goods and Private Banks were the key outperformers. 

➢ India's GDP contracted 23.9% in the April-June quarter of 2020, compared with an 

expansion of 3.1% in the previous quarter, and a 5.2% growth in the year-ago quarter. 

➢ India’s combined index of eight core industries contracted 9.6% in July from a year ago. 

The core sector output, which had contracted a sharp 37.9% in April, as the country went 

into a stringent lockdown, had shrunk 22% in May and 12.9% in June. 

➢ India's federal fiscal deficit in the four months to end-July stood at Rs 8.21 lakh crore, or 

103.1% of the budgeted target for the current fiscal year. 

➢ India IHS Markit manufacturing  Purchasing Managers’ Index (PMI) stood at 52 in August, 

up from 46 in July, while the services PMI rose to 41.8 in August compared to 34.2 in July. 

The composite PMI came in at 46 in August, up from 37.2 in July. 

➢ FII remained net buyers in the Equity market to the tune of Rs. 45,637 crs compared to Rs  

9,506 cr in the previous month. While DII remained net sellers in Equity market to the 

tune of Rs 8,418 cr for the month of Aug 2020 as compared to Rs. 7,695  crs in the previous 

month 

Equity Market Outlook 

➢ Equity markets rose for the third month in a row and continued on its recovery trajectory 

from the COVID-19 correction phase.  

➢ Also on positive side, given the high recovery rate and low fatality rate in Covid-19, the 

Government shall continue to unlock the economy. Already Unlock.4 is in force and by 

December, significant portion of the economy would have opened. 

➢ Further, there is a possibility of vaccine towards the end of calendar year or early next 

year.This could lead to normalcy in daily life. 

➢ Although the GDP for QE June was significantly negative. We expect that, with every 

succeeding quarter there could be an improvement over the previous quarter and the 

narrative of the markets will change accordingly. 

➢ Also, Agriculture has been the silver lining in the Q1FY21 GDP and likely to mark a durable 

upswing in Indian GDP.  

➢ The recent pattern of improvement in tractor sales and unemployment rate depicts 

another step forward in demand revival. 

➢ Furthermore, there could be significant Impact on economic growth in FY21; sharp 

rebound in FY22; normalcy in growth likely from FY23 onwards. Strong rural support likely 

to result in better outlook for Indian economy and stable environment for investments 

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 invest with a medium to long term view. 

We recommend our investors to invest in Large Cap Funds and Focussed Funds in a staggered 

manner (over the span of 3 -6 months). 

➢ Also as part of tactical allocation, we recommend investing in recommended Banking & Financial 

Services Funds through STP or SIP for 6 to 9 months with an investment horizon of 3-5 Years 
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Source: Bloomberg, W2W Research 
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Gold Review 

➢ Boosted by global stimulus measures to support a battered economy, negative real rates and 

a weaker dollar, the metal had surged more than 30% this year, surpassing the previous all 

time high set in 2011. 

➢ The slide in U.S. real yields into negative territory has been a key driver of gold’s rally, with the 

metal becoming attractive relative to bonds. But a recovery in yields helped sour the 

sentiment in gold, especially with some indicators showing the metal trading at overbought 

levels. 

➢ Global oil supply rose by 2.5 mb/d to 90 mb/d in July after Saudi Arabia ended its voluntary    

1 mb/d cut, the UAE exceeded its OPEC+ target and US production started to recover.Global 

refinery intake is recovering, but the pace will lag behind the demand rebound as product 

inventory levels are very high. 

➢ Depositories data showed that foreign portfolio investors (FPI) pulled out Rs 675 crore from 

which lead Ruppee 4 paise down at 73.18 against the US dollar tracking weakness in the 

domestic equity market and outflows from foreign institutional investors (FII). 

Outlook 

➢ Global central banks have saturated markets with extraordinary liquidity steps to offset the 

economic damage inflicted by the coronavirus, sending gold 26% higher this year as it is 

considered a shield against inflation and currency debasement. 

➢ The appreciation pressure on the rupee remains unabated amid persistent capital flows and 

the weak dollar globally.  

➢ RBI’s admission to the effect that recent INR appreciation has helped in containing imported 

inflation has further boosted the rupee 

➢ We believe, if the U.S. Federal Reserve does not announce any fresh fiscal push while the ECB 

announces some stimulus package, “in dollar terms, gold will face some headwinds,” 

 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

International Gold Movement 
 

 
USD/INR Movement 

 
Source: Bloomberg, W2W Research 
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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. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

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 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. 

 


