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2020 LOOKS LIKE 50:50



AN OUTSTANDING FINANCIAL YEAR 
FOR THE GLOBAL MARKETS

2019 was a year of surprises. Despite major
challenges such as the US-China trade deal
and Brexit uncertainties, the global markets
were robust and closed on an optimistic note.
We saw a jubilant side to the stock markets,
bond markets and the gold scenario.

The reduction in rates by the central banks led
to an astounding rally in the markets. There
was a significant fall in the interest rates and
central bank easing, resulting in a surge of
liquidity in the markets. 2019 saw the largest
amount of central bank easing since 2008.

The US economy fared quite well with a rise
in the real GDP at 2%. The job market
recorded a stellar performance with the
unemployment rate falling to 3.5%. The
surge of liquidity in the US markets helped
the rest of the world with most of the global
markets faring well, including the Indian
markets (broader indices), posting double-
digit returns.

✓ Gold was up by approx. 18% in 
2019 (USD Terms)

✓ 10 Yr G Secs across most markets 
reported double-digit returns

✓ Only 12 times since 1928 has the 
S&P 500 posted better returns than 
it did in 2019

Central Banks tightening/ net %

A look at select global markets (Returns in local currency) 

USA S&P 500                 28.9 

China Shanghai Comp    22.3

Britain FTSE 100            12.1 EURO STOXX 50               24.8

India BSE                            14.5

Emerging Markets MSCI   15.4

2019



THE YEAR 2020 LOOKS LIKE 50:50

THE BITTER HALF – DOMINO EFFECT

GDP ON A LOW

The GDP growth outlook for 2020 has been
axed to 5.1% from 6.6% owing to the
sluggish economy and limited space for
counter stimulus policy. The RBI has played
its role by presenting 5 rate cuts in 2019. The
govt should now ensure fast-tracking of
receipts through divestments and asset
monetization to prevent fiscal slippage. The
fall in GDP results in a vicious cycle of low
growth, low tax revenues, and hence, limited
room for fiscal policy to support growth.

Fall in GDP

Source: CRISIL

Second half of FY 2020 to see a mild revival in growth

2019

Source: Trading Economics
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INDUSTRIAL PRODUCTION SLOWDOWN

The Index of Industrial Production (IIP)
contracted sharply, and most sectors saw a
decline. The electricity segment, an important
indicator of the level of economic activity,
experienced the sharpest fall by 12.2%. This
was followed by the mining and
manufacturing sectors. Production of capital
goods and consumer durables dropped
significantly too.

An amalgam of factors including tight financial and credit conditions, stress in
the financial sector, risk aversion, tepid govt spending, slack in domestic
consumption, and finally, a weak global environment for exports added to the
woes. Weakness in the industrial activity is expected to continue. However,
support from low base effect, encouraging interest rates and the positive impact
of monsoon on the agro sector may hopefully help change the course.

Significant Slowdown in IIP
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EXPORTS AND IMPORTS

Exports of labour-intensive sectors
such as gems, jewelry and readymade
garments dropped in November 2019.
Merchandize exports continued to
slip too, but the pace of decline toned
down to -0.3%. Exports of petroleum
products continued to drop and there
was a decline of 13.1%. On the
upside, there was a revival in growth
in several major export sectors such
as engineering goods, pharma,
chemicals and electronics.

CORE INFRASTRUCTURE SETBACK

The core infrastructure output fell sharply
by 5.8% in October 2019 due to the
output decline in the energy and cement
sectors. The core infrastructure index
comprising of indices for coal, crude oil,
natural gas, refinery products, fertilizers,
steel, cement and electricity takes up
40.3% of the IIP, having a significant
weightage on the same.

Decline in exports and imports

Source: CRISIL

There was also a revival in exports of agro
and allied products. Rice exports grew by
4.7%, meat, dairy and poultry products rose
by 8.3% and marine products saw an
increase of 9%.

Imports are an important indicator of the
level of economic activity. There was an
overall decline of 13.2% in imports, which
reflects a deep demand slowdown in the
country. Oil and core imports declined, but
there was an increase in gold imports.



CREDIT GROWTH

Credit growth recorded a low pace of
expansion at 7.1% in October 2019 due
to slowdown in domestic economy,
characterized mainly by the slowdown in
several pockets of private consumption,
cautious lending by banks, and finally,
poor capital expenditure. With only a
gradual recovery that can be expected and
the economy performing below its
potential, there may be some more room
for rate cuts.

Source: Trading Economics

Credit Growth (y-o-y, %) in India



TRADITIONAL HOUSING SEGMENT WOES

2019 was a year of struggle for the traditional
real estate segment which bore the brunt of
the NBFC crisis and the issues plaguing the
banking sector. The economic slowdown
resulting in poor housing demand compounded
the real estate woes. There have also been
structural changes in the sector as a result of
events such as, demonetization and
introduction of RERA and GST in the last few
years, which the industry is coping with.

BANKING SECTOR

From a pile of non-performing assets to low
credit growth to the NBFC crisis and defaults
from major companies, the banking system
witnessed it all in 2019. However, the system is
now in a state of flux mainly because analysts
expect banks to report better returns on assets
in 2020. The Essar Steel insolvency recovery has
raised hopes of similar recoveries. However, the
health of the banking sector is directly
proportional to a positive turnaround in the
macroeconomic conditions and a real
improvement in recoveries of bad loans. Also, for
the banking system to thrive in 2020, there
must be a spur in its lending activities, which
again, is hinged on the revival of economic
growth.

NBFCs

The IL&FS debacle continues
to haunt Indian NBFCs as
they grapple with severe
liquidity issues, with investors
remaining cautious about
funding their activities.
Despite the surplus system
liquidity, funding may remain
a constraint for them, which
may result in lower lending
activities. This again
snowballs into funding
constraints for borrowers
relying on NBFCs.

THE REAL ESTATE PARADOX
Unsold inventory piled up at 4.5 lakh housing units 

alongside an overall high housing requirement. 



INFLATION

Driven by rising food prices, Retail
Inflation based on Consumer Price
Index (CPI) surged to a 40-month high
at 5.54% in November 2019. However,
owing to the slump in consumer
demand and industrial production, core
inflation remained soft and stood at
3.68% in November 2019. Fuel prices
continued to fall and remained in the
negative territory for the sixth
consecutive month in November 2019.

Inflation Trends

Source: CRISIL

Inflation based on the Wholesale Price
Index (WPI) stood at 0.58% in
November showing a marginal rise
compared to October mainly due to
higher food inflation. Besides that,
WPI inflation remained weak with core
inflation slowing down and fuel
inflation remaining in the negative
territory. CRISIL has revised its CPI
inflation forecast to 4% for FY20. The
demand-side pressures on inflation
may remain dormant.

The developments to watch out for before
RBI’s next monetary policy would be:

✓ Fiscal policy stand in Budget 2020

✓ Expected hike in telecom prices and
changes in the food inflation scenario

✓ Credit growth and monetary
transmission



ALARMING GLOBAL GEOPOLITICS

Tensions between the US and Iran escalated on Friday, the 3rd of January, after a US
strike in Iraq claimed the life of Qassem Soleimani, Iran’s top security and
intelligence commander. India, among many other nations, has expressed deep
concerns over the escalations as it further complicates India’s strained relations with
Iran. The attack led to spiraling oil prices and upset the global markets. These
escalations could also spark a period of volatility for oil prices. The price of crude oil
jumped by more than 3% and even touched $70 a barrel, at one point, the highest
since the September 2019 drone attack on Saudi Aramco.

STORMY INDIAN POLITICAL SCENARIO 

The Citizen Amendment Act (CAA) and
preparations for the National Register of
Citizens seem to have kicked up quite a
storm for various reasons. Meanwhile,
though the economy continues to remain
on tenterhooks, we have diverted our
attention from it. Our guess as to where
this entire political scenario may lead us all
is as good as anyone else’s.



After a brief relatively dry spell in production for a few months, Coal India Ltd (CIL),
the largest coal producing company in the world, has posted over 7% growth in
December, with a 58 million tonne output. The company’s plans of achieving an
annual production capacity of one billion tonnes by 2023-24 offers respite to the
employment sector in the short run and also addresses the growing energy
requirements of the nation.

THE BETTER HALF

GREEN SHOOTS IN THE AUTO SECTOR

The auto sector has been battling a severe
slowdown for a while now with passenger
vehicle sales declining by 24% and the
commercial vehicle sales down by an alarming
rate of 61.1% in September 2019. The new
year starts on a welcoming note for the auto
sector with Maruti Suzuki India posting
positive sales, which is primarily responsible
for moving the sector into a positive zone
now. Mahindra & Mahindra has also shown
signs of recovery. The segment leader Maruti
Suzuki saw itself in the positive territory with
a growth of 2.4% in December 2019.

Source: Statista 2020

CIL Coal Production from FY 2003 to FY 2019

COAL PRODUCTION SCALES UP



CONSUMER SPENDING RAMPS UP

Consumer goods’ festive sales hit a four-
year high in the October-December festive
quarter of 2019. A combination of factors
including encouraging consumer credit at
0% interest, pent-up demand and even the
harsh winter in the northern states may
have contributed to the spike. But it was just
what the doctor had ordered for the ailing
economy, as the Oct-Dec quarter plays a
crucial role for consumer-oriented
companies. Products targeting the youth
have a good shot at improving the pace in an
aspirational country like India.

EMERGING TRENDS IN REAL ESTATE

Interesting trends in real estate have set the
tone for 2020 with the real estate index at
21.5%. Alternate commercial models like co-
living and co-working spaces are gaining
momentum. The rise of e-commerce in India
has also contributed to the emerging trend
with a surge in demand for organized
warehousing. The biggest ray of hope is the
commercial sector, which has managed to
gain good traction despite the overall
slowdown. Investment in India’s real estate
sector is likely to increase by 5% (around Rs
46,000 Cr) this year, driven by huge demand
for commercial office assets from IT firms.
Real estate stocks performed well post govt
announcements for the distressed sector.

▪ Sales of white goods grew by 7-
8% in Oct-Dec 2019. LG, the
largest white goods maker in
India, registered 18% growth in
the last quarter of 2019.

▪ Reliance Retail, Lifestyle, Puma,
LG, One-Plus, Panasonic, Vijay
Sales and Great Eastern Retail
reported that sales in the last
quarter of 2019 grew beyond
expectation, with good demand
during Dussehra-Diwali in
October and a pickup in
December, overriding the slow
sales in November.

▪ Smartphones sales grew in
double digits in the festive
quarter and analysts are hopeful
about a double-digit pace of
growth in 2020.

▪ Air purifiers and heating
products reported an
extraordinary quarter with sales
growing at 12-13%.

However, analysts and industry experts are
exercising restraint in announcing revival in
consumption and are hoping for a sustained
momentum. Sales in the upcoming summer
will be the next indicator of whether the
uptrend in consumer spending has sustained.



LIQUIDITY SURGE

Global liquidity sustained by continued
Quantitative Easing by the European Central
Bank and the US FED Reserve’s bond-buying
programme acted as tailwinds for FPI inflows.
The initial prospects of the US-China Trade
deal also drove funds to India amid positive
sentiment over India’s growth reforms. The
net inflow in equity was around $3.5 billion in
November and the FPIs pumped in close
$11.1 billion net in 2019.

Source: CRISIL

Net FPI Inflows

Assets under management of the Indian

Mutual Fund industry also surged by Rs. 1.33

lakh crore in October 2019 with investors

showing a clear preference for investing

through the SIP route.



THE STREET REMAINS CONFIDENT

Amid strong indicators of a pervasive
slowdown, markets continued to soar
towards the end of 2019 and witnessed a
continued rally. Indian equity markets were
upbeat with govt reforms for real estate,
anticipated central bank rate cuts, improved
corporate earnings in select sectors and
robust FPIs. Markets saw a bumper rally in
metals and housing finance stocks. The
cyclical uptrend in the international
markets and the boost in consumption
should bode well for the markets.

Source: CRISIL

Bullish benchmark indices for 3 straight months at the close of 2019

(Average returns over the period)



Source: CRISIL

Most sectoral indices posted one-month gains at the close of 2019

(Average returns over the period)

While there may not be consistent
returns across the year, the year 2020
expects to see a continuity in the rally.

The markets are clearly seeing what the
economy is not seeing. They are also
upbeat with expectations that the
worst is behind us.



OUR VIEWS

EQUITY ASSETS

We continue to remain positive about the Indian markets and increasing allocation
to well-run mid and larger-end of mid cap companies.

FIXED INCOME ASSETS

We recommend fixed income investments with a strong rating and short-term papers.

REAL ESTATE ASSETS

We remain cautious on residential real estate.
We are positive about commercial real estate excluding pockets of over-supply.

We are hopeful of a positive budget and are

on the lookout for four main developments

that have the potential to mobilize recovery

and shape India’s long-term prospects:

✓ Fiscal policy stand in the 2020 Budget

✓ Progress in the destressing policy of the

financial sector

✓ Implemented reforms such as the Insolvency &

Bankruptcy Code and GST undergoing a

streamlining process

✓ Fresh wave of pending structural reforms for

land, labour and ease of business

The financial sector is undergoing a massive clean up after almost 20 years and we
believe that tomorrow will be better.



HERE’S TO A GREAT YEAR AHEAD!

Data Sources:
CRISIL
Economic Times
Financial Times
Trading Economics
BBC News
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