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Summary:- 

 
➢ As of 31st May 2022, Nifty 50 was trading at a PE of 21.49x and Nifty Midcap 100 was trading at a PE of 23.06x.  

➢ CPI inflation edged up to 7.79% in April 2022 (highest since May 2014) from 6.95% in March 2022. Core inflation was reported at 

6.97% in April 2022. WPI inflation rose to 15.08% in Apr 2022 from 14.55% in Mar 2022, marking highest reading since December 

1998. 

➢ Credit growth rose by 11.19% YoY as of 06-May 2022. Aggregate deposit growth stood at 10.08% YoY. 

➢ The gross GST collection for May 2022 stood at nearly Rs 1.41 lakh crore. It was the fourth time that the monthly GST collection 

crossed Rs 1.40 lakh crore mark since the inception of GST. It was 44% higher than the GST revenues in the same month last year. 

This bodes well for the fiscal going ahead. 

➢ Manufacturing PMI was little-changed to 54.6 in May 2022 from 54.7 in April. India Services PMI increased to 58.9 in May 2022, the 

highest since April 2011, from 57.9 in April 2022. 
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Debt Market Review 
➢ In the run up to the June monetary policy, market yields across the curve rose sharply with the 

benchmark 10 year crossing the psychological 7.5% mark for the first time since 2019.  

➢ 3, 5 and 10 year G sec yields increased by 71 bps (to 6.93%), 45 bps (to 7.13%) and 28 bps (to 

7.42%) respectively in May 22 vs. Apr 22. 

➢ RBI in its June policy hiked repo rate by 50 bps to 4.9% as was widely expected by the market. 

Notably the RBI raised its inflation forecast to 6.7% for the year citing significant external market 

headwinds. 

➢ 10 Year US Treasury yield fell 10 bps to 2.84% in May 22 from 2.93% in Apr 22.  

➢ In the US, the FOMC increased the target range for the federal funds rate by 50bps on 4th May, 

after the 25bps increase in March, and decided to commence the Fed’s balance sheet reduction.  

➢ China, while continuing with its Zero-Covid Strategy, announced policy support measures 

primarily focusing on infrastructure investment. It also cut its 5-year Loan Prime Rate (LPR) by 

15bps in May after the cut to minimum mortgage rates by 20bps. 

➢ India’s real GDP in FY22 grew 8.7% y/y, lower than the previous estimate of 8.9%, after 3.7% in 

FY20 and -6.6% in FY21. 

➢ CPI inflation was 7.8% y/y in April, up from 7% in March, as sequential momentum in both food 

prices and core inflation were strong. Core inflation, at 7% y/y in April, has remained sticky with 

an average of 6% in FY22. 

➢ FII remained net sellers in the Debt market to the tune of Rs. 5,378 Cr in May 22 compared to 

selling of Rs 3,980 Cr in the previous month. MF institutions turned net sellers in Debt market to 

the tune of Rs 12,739 Cr compared to buying of Rs. 6,825 Cr in the previous month. 

Debt Market Outlook 
➢ The after effects of the war on commodities and its impact on the economy have made the 

central banks to change the priority from growth to inflation. Global situation of rates is 

extremely fragile. Central Banks worldwide fear stagflation. The Fed has stepped up the peddle 

with 50 bps rate hike and is expected to continue the same. Given the backdrop, the flattening of 

yield curve is expected to gain momentum. 

➢ The RBI’s June policy may serve to calm some of the outlier fears of rapid monetary policy 

tightening in the cycle that had taken hold post the interim rate hike. However this may still be 

contingent on global commodity prices, especially oil, beginning to calm down. This is because, 

quite prudently, the Governor has repeatedly emphasized the need to be proactive and flexible 

and to be not bound by conventions.  

➢ It is expected that RBI will get to a level of neutral relatively soon; the current cycle will still peak 

below 6% on the effective overnight rate. The broad-basing of domestic recovery basis 

concurrent indicators seems evident and the state of balance sheets argues for greater resilience. 

However, this argues eventually for better relative growth for India in a slowing world. RBI’s 

forecasted inflation trajectory as well as the general inflation characterisation further reaffirms 

the view on peak policy rates in this cycle. 

➢ For the bond market, the Governor has reaffirmed support at the appropriate time without 

committing to anything immediately. 

Investment Strategy 
➢ Investors can consider investing in recommended Money Market, Ultra Short Duration, Low 

Duration, Short Term, or Medium Duration funds as per the investment horizon and risk appetite.   

➢ For debt allocations, bar-belling may remain the best way to navigate these times. Thus 

intermediate maturity points can be clubbed with near cash funds to arrive at an appropriate 

average maturity.  For longer horizons or more aggressive portfolios, one can just have a plain 

long position in intermediate maturity bucket of 4 – 6 years through Gilt Fund Category.  
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Equity Market Review 
➢ Equity markets concluded the month in the red, weighed down by global and domestic 

inflationary pressure; coupled with rate hike stance adopted by central banks of major 

economies, weakened sentiment on the back of surging crude price and vigorous FII selling. 

➢ The Nifty 50 and the Sensex both recovered from their intra-month lows, but ended the month 

with losses of 3% and 2.6%, respectively. Broader market performance was significantly weaker 

with the Nifty Midcap 150 and the Nifty Small cap 250 indices falling 5.2% and 8.6% respectively 

for the month. Developed market equities dropped 0.2%, while emerging market equities 

remained unchanged at 0.1%. 

➢ Among sectors, only Auto (4.9%) & FMCG (0.6%) outperformed whereas Metals (-16.4%), Power 

(-11.5%) and Consumer durables (-10.9%) delivered sharpest negative returns. 

➢ Despite the fact that major US indices hit new 52-week lows during the month, the US stock 

market ended May largely unchanged from where it began. The volatility that characterized April 

spilled over into the first three weeks of May, before rising to complete the month near to 

unaltered. On May 20, the S&P 500, Dow, and Nasdaq all made new lows. To wrap the month, 

the S&P 500 index surged nearly 6% from the low made on May 20. 

➢ COVID-19 induced lockdowns slowed consumer and manufacturing activity in China in April, 

resulting in dismal economic data. However, the drop in COVID-19 cases and the reopening of 

Shanghai in late May saw manufacturing and services PMI strengthen sequentially, resulting in a 

positive return (4.6%) for Chinese equities in May. Further, policy easing was also hinted in order 

to support China's economic growth in the coming quarters. 

➢  FIIs continued to remain net sellers of Indian equities in May 2022 (-Rs 37,663 Cr, following - Rs 

29,146 Cr in April). This marked 8th consecutive month of net equity outflows for FIIs. DIIs 

recorded inflows of Rs 29,435 Cr in May 2022, maintaining the buying trend observed since 

March 2021. 

Equity Market Outlook 
➢ Elevated global oil and commodity prices, as well as the pass-through of higher input costs to 

consumers, supply chain bottlenecks caused by the Russia-Ukraine war and China's gradual 

opening up, are all likely to keep inflation at the elevated levels and markets jittery for some time. 

➢ Inflation may be plateauing and market concerns appear to be shifting towards economic growth, 

particularly as the Central Bankers are committed to keep raising interest rates. 

➢ In the short term, the earnings outlook appears to be ambiguous. Higher input costs could be a 

drag on profit margins. The persistence of inflation may induce a demand slowdown. 

➢ Even if markets digest earnings and the evolving global scenario, FPI selling trends may continue 

to drive markets lower in the near term. 

➢ Against this backdrop, near term caution may be advised. Aside from the short-term turbulence, 

rising agri-commodity prices and a prospect of a normal monsoon are projected to lead to an 

uptick in rural demand. In the medium term, increased government infrastructure spending, a 

partial movement of global supply chains away from China to India in certain industries, and 

policies such as the PLI (Production Linked Incentive) are likely to boost domestic manufacturing 

growth. As a result, despite near-term headwinds, we continue to be bullish on Indian equities. 

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 a staggered manner to our 

recommended Balanced Advantage Fund, Flexi-cap, Dividend Yield Fund, Large cap, Mid cap and 

Small cap funds 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). 
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https://www.way2wealth.com/Reports/RR010920206fd24.pdf
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Review 

➢ Gold fell 1.90% to 50,861 in May 22 from 51,847 in previous month. As US dollar 

strengthened, gold weakened.  

➢ Brent oil rose 12.35% in May 22 from 109.3 to 122.8 dollars. Crude oil prices increased at the 

end of May as COVID-19 restrictions began to ease in Shanghai and Beijing and after the EU 

announced it will reduce crude oil imports from Russia by 90% by the end of the year. These 

factors contributed additional upward pressure on prices that have been high because of 

low inventory levels globally and uncertain supply from Russia following its full-scale 

invasion of Ukraine. 

➢ Rupee depreciated by 1.58% in May 22 from 76.4 to 77.6. Dollar gained on safe haven 

appeal amid risk aversion in global markets. Rise in US treasury yields and expectations of 

rate hike also supported the greenback. FII outflows weighed on Rupee at higher levels. 

Outlook 

➢ Aggressive monetary tightening, rising yields and a stronger dollar are key drags for the gold 

prices. Concerns about global economic growth, fuelled by sustained inflation and 

heightened geopolitical risks, should protect the gold price up to some extent. Long term 

outlook for gold remains intact and positive. 

➢ As far as oil is concerned, supply is rising rapidly. For instance, US shale oil production is at 

8.8 million barrels per day from 8.4 million barrels per day in February, 2022. The total US oil 

production stands 11.9 million barrels per day, making US a net exporter from being net 

importer. The rapidly increasing supply will eventually reflect in oil prices as excessive 

demand for oil cools. Last week, the Organisation of Petroleum Exporting Countries (OPEC) 

announced a production increase of 648,000 barrels a day from July, helping offset some 

decline in Russian supplies. 

➢ Indian Rupee is expected to trade with negative bias on risk aversion in global markets and a 

strong Dollar. Surge in crude oil prices may also put pressure on Rupee. However, hike in 

repo rate by RBI may attract some foreign inflows, which may limit the downside and 

support Rupee at lower levels. 

➢ 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 and fixed incomes, it provides for certain 

degree of portfolio diversification and 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 Securities (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. 

 

 


