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REMEMBERING THE MAHATMA

It has been a century and a half since Mahatma Gandhi was born, but his
principles and philosophy continue to be a reminder of how India earned its
independence.

Our world today is different from the Gandhian world.

However, Mahatma Gandhi’s faith in peace, non-violence, collective will, shared
destiny and personal responsibility is more than relevant in today’s world which is
grappling with terrorism, violence, lack of empathy, socio-economic inequalities
and of course, exploitation of resources. A world which is strife with hatred and
bigotry is seeing the humankind divided more than ever before.

Mahatma Gandhi’s archetypal khadi-clad image was symbolic of his economic
vision. His khadi programme was a perfect model to replace the typical
trickle-down theory of economics with the bubble-up theory of growth. The
idea was to empower all households with incomes, leading to an overall boost
in the purchasing power, and finally spur economic growth. The economic
programme which would eventually make inroads into larger industries had
started at the grass-root level.

As a beacon of non-violence and equality for all, Gandhiji’s way of life should
serve as a bedrock for us to redefine ourselves.

Let’s pause. Let’s rethink. Let’s rebuild.

On the 150th year of Mahatma Gandhi’s
birth anniversary, let’s take this moment to
pay a genuine tribute to one of the greatest
leaders the world has ever known.
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The world is facing an overwhelming
macroeconomic situation involving a series of
global financial and geo-political concerns,
ranging from tensions in Hong Kong to crisis
in the middle east. This entire predicament is
making the economic situation unstable and
one whose outcome is difficult to predict. The
global central banks remain dovish with their
multiple rate-cutting decisions.

THE GLOBAL ECONOMIC CLIMATE

The month of September saw
aggressive intervention from the ECB
with hopes of reviving the Eurozone’s
flagging economy. The ECB lowered its
deposit rate by 10 basis points to a
record low of -0.5%. It is also expected
to restart quantitative-easing by
buying about €20 billion worth of
bonds a month from November.

THE TRUMP IMPEACHMENT INQUIRY 

In a dramatic turn of events, Washington
D.C. is plagued by the impeachment
nightmare over a potentially corrupt
presidency. The declaration that a formal
impeachment inquiry against President
Donald Trump has resulted in a severe clash
between the Congress and the president.
The announcement was made amid reports
that Trump may have abused his
presidential powers in seeking help from the
Ukraine government to undermine former
Vice President Joe Biden, the current
democratic forerunner.

Nevertheless, despite heightened
investor uncertainty, the markets in
the U.S. have held steady after the
release of the whistleblower
complaint prompting the
impeachment inquiry.

The Asian markets however, closed on
a lower note as the week ended on
Friday, the 27th with uncertainties
over rising political risks caused by
the impeachment inquiry. Indian
stocks also mirrored the weakness in
global equities earlier in the week.

CENTRAL BANKS REMAIN DOVISH 



THE ATTACK ON SAUDI OIL

Early on September 14th, 2019, half of Saudi
Arabia’s oil production was knocked out by a
drone strike by Yemen’s Houthi Group,
triggering a massive surge in prices. Of the
major oil producers only Saudi, US, Iran and
Venezuela have significant space capacity.
This attack could not have been more ill-
timed with a sustained increase in the prices
spelling more trouble for the global economy.
It knocked out more than half the kingdom’s
output by about 5.7 million barrels a day
(bpd). Brent crude traded at $71 a barrel as
an immediate reaction to the attack.

The news helped ease concerns about
demand from China, being the world’s largest
crude importer, amidst the ongoing trade war
with the United States.

Brent crude futures rose to $62.12 a
barrel on Monday, the 30th of
September, after having dipped as low
as $60.76 a barrel on Friday, the 27th of
September as a result of Saudi’s partial
cease-fire in Yemen.

The fate of oil still hangs precariously as Saudi Arabia’s crown prince has warned that oil
prices could spike to unprecedented highs if the world does not come together to deter
Iran. Oil remains under pressure as traders weigh its impact on the global economy.

Gains are also probably a result of the
news that Saudi Arabia has restored
capacity to 11.3 million barrels per day
just two weeks after the attack crippled
its industries.

After a bumpy ride swinging from a sharp
spike to a two-week low, oil prices edged
higher on Monday, the 30th of September
after China reported a pick-up in factory
activity in September.

Brent oil price from September 9 to 20, 2019



U.S. – CHINA TRADE WAR ESCALATIONS

In yet another strike wielded by President
Trump’s administration which could
potentially result in a drastic escalation of the
U.S – China trade tensions, the U.S. is
considering ways to limit U.S. investors’
portfolio flows into China, including delisting
Chinese companies from U.S. stock
exchanges. The biggest of those companies is
Alibaba.

Major U.S. stock indexes slipped as a result of
the news which came just a few days before
China celebrates the 70th anniversary of the
birth of People’s Republic of China on the 1st

of October.

It could be an arm-twisting move ahead of
negotiations of a potential truce between the
two countries on the 10th of October. The
primary aim, however, could be to counteract
the longstanding concerns about the civil-
military fusion of the Chinese technology firms.

Interestingly, despite the second
straight week of sell-offs for U.S.
markets, risky assets such as global
stocks, commodities, global investment
trade & high-yield bonds and U.S.
Treasuries have done well and have
posted healthy returns so far.

NEIGHBOUR’S LOSS, INDIA’S GAIN?

With two mega economies at war over trade
tariffs, the steep corporate tax cut could not
have been better timed. India finally has
something to cheer about. The message is loud
and clear – that India is open to business and is
not just boosting investor sentiment but is
opening its doors wide to foreign investors.
With its new competitive edge, Indian
demographics can reposition itself as an
alternate to China for labour-intensive
marketing.

India’s prime minister Shri Narendra
Modi met investors and Indian
diaspora on his recent US tour to
reiterate that India has opened its
doors to the world.

A fantastic opportunity may be in the offing for
India as about 200 companies are seeking to
move their manufacturing base from China to
India as per a top US-based advocacy group.
Accelerated reforms and better transparency in
the process is just what India needs to turn this
prospect into reality.



INDIA’S ROLLER COASTER RIDE

What a roller-coaster ride it has been for
India!

Given the three earlier press conferences
held by the FM, the street barely had any
expectations from the 4th. The
announcements on Corporate Tax, MAT, New
Companies, Buy Back and more, on the 20th

of September, set the tone for the best day
for Indian Equities in a decade.

FISCAL REFORMS SO FAR 



THE BIG TAX CUT

The tax cut would allow companies to pay
own debt and increase dividends. Moreover,
it would allow companies to undertake fresh
capital investments and create employment,
and of course, higher disposable incomes, all
of which, will hopefully spur consumer
demand.

They say a week is a long time in politics.
Sometimes, even a day can be too long! The
20th of September 2019 was one such
eventful day. Markets celebrated the fiscal
boost with the biggest rally in ten years.

Selected sectors will receive the
maximum benefit from the Rate Cuts -
specifically Large BFSI, Oil & Gas,
Consumer.

The impact on the fiscal maths due to
the tax cut will not be as severe as what
bond markets are currently factoring.

The Demand Side of the economy needs
further reforms / stimulus for the
economy to make a strong come back.
Cut in personal tax may be?

OUR TAKE

The government has clearly moved from
fiscal prudence to growth orientation. It did
more for the markets than what was done
in the budgets. It clearly unveiled the fact
that India is battling a sharp economic
slowdown.

As much as the corporate tax cut sent

India Inc. into euphoria, small investors

seemed to have lost the opportunity in

the stock rally that drove the equity

indices by 8% in just a week.

Stocks of institutional owners with

large exposure such as MFs, FPIs,

insurance companies, etc., emerged as

top gainers in the stock rally, whereas

retail stocks failed to attract buyers.

The fact that retail investors may not

be exposed to fundamentally strong

stocks could be a reason for them

missing the bus.

Among the 10 top-performing BSE500

stocks after the corporate tax cut, only

one in which retail investors and HNIs

together held more than 20% stake,

featured in that list. 32 out of the 45

index stocks in which individual

investors had a minimum of 25%

stake underperformed Sensex’s 7.5%

return.

On the other hand, stocks of LIC-

promoted IDBI, in which state-run LIC

holds a 51% stake and the government

holds 42.26% stake, saw a 31.5% rally

after the corporate tax cut.

There was no windfall for small

investors from the big rally.

Only money begets money.



EARNINGS AND MARKETS

MONSOON IN INDIA THIS YEAR

As on September 26, the countrywide
rainfall figure is 107%, which falls in the
‘above normal rainfall category’, as per the
IMD. As the rainfall is likely to increase
further, monsoon would hit the ‘excess’
category.

More than 110% of Long Period Average
(LPA) is called excess rainfall. Monsoon
rainfall turned positive this year after staying
below-normal for five years in a row.

According to IMD data, 11 sub-divisions, covering a fourth of India, received excess
rainfall, while a fifth of the country’s area had deficient rainfall, and 18 sub-divisions,
constituting 55% of the land, received normal rainfall.

While we await the finer details of the spread of monsoon (in terms of geographical
spread and timeline), the Agri season is expected to be a strong one.

After pulling out Rs. 5,920.02 Crore in August and Rs. 2,985.88 Crore in July from the
domestic capital markets, FPIs poured in a net Rs. 7,714.30 Crore.

From an earnings perspective, we see NIFTY earnings going up by 6% and the
companies paying more than 30% effective tax rate will see an upside of about 15% in
earnings.

This earnings season is expected to be one of the better ones we have seen in the
recent past.



ASSET CLASS VIEWS

EQUITIES

The recently announced measures by the
government of India has changed the
narrative, and the increased FPI inflows give
reason for a positive outlook on the market.

While the economy will need more Demand
Side measures for a turnaround, the equity
markets might remain buoyant in the near
future.

We are positive on the Equity Asset Class
from a longer term perspective.

✓ Principal protected structures that are available or using options to reduce 
downside risk.

✓ Start increasing the allocation to multi-cap or mid-cap stocks, funds and 
PMS. Any investment should ideally be done in a staggered manner.

FIXED INCOME

We have a positive outlook on fixed income - from the AAA Rate Corporate Bond and
Banking / PSU sub segments.

The credit crisis continues to hit new challenges with HDIL, PMC Bank, Yes Bank, LVB,
India Bulls Housing Finance, Altico and several others seeing rough times.

We expect a further cut in the interest rates, and this would result in a strong
performance of debt funds with duration exposure.

GOLD

We maintain a neutral outlook on Gold and any investment should be considered only
from an asset allocation perspective.

Positive Outlook On Equity
Positive Outlook On Fixed Income
Neutral Outlook On Gold

Investors should consider the following options:



OCTOBER SNIPPETS

DID YOU KNOW?

FOOD FOR THOUGHT

On that note, below are historical returns of Indian Indices: 

1M 3M 6M 1Y 3Y 5Y 10Y

NIFTY +3.61% -3.12% -1.75% +4.49% +32.63% +43.42% +124.69%

SENXEX +3.07% -2.32% -0.5% +6.22 +38.09% +44.5% +124.76%

A man walks his dog every day in New
York. The routine and the trail is the same
always. The course of the walk begins at
Times Square, makes its way into Central
Park and finally ends at the Metropolitan
Museum of Art. The ever-energetic dog
never walks in a straight line and reacts to
almost everything excitedly, be it barking
at other dogs, sniffing at everything in its
course, or even jumping at people for no
apparent reason.

The dog’s movements are as unpredictable
as his reactions to the people he meets on
the way. He may wag furiously, play with
them, bark excitedly, bite them, or simply
ignore them. There’s no telling how he’d
react.

The interesting point to be observed
here is that almost all of us always
have our eyes on the dog (markets).
Not the owner (company).

In all this, there is just one thing that
doesn’t change – he is headed in one
constant direction towards the museum
and that’s where he ends up every day.
Why? Simply because that’s where his
owner takes him every day.

Bill Discounting is an arrangement wherein the
seller recovers an amount of sales bill from the
financial intermediaries before it is due. Such
intermediaries charge a fee and an interest for
the service. Usually, Bill Discounting is for a
period of 30 to 90 days. While Bill Discounting
has been facilitated by banks and NBFCs, with
advances in Fintech, we now see a possibility of
HNI participation in these opportunities.

Investors should be interested in
evaluating the fundamentals of a
company (owner) to compare its
economic position relative to its
industry peers, to the broader market,
or to itself over time.

We should always look at the
fundamentally strong companies or the
funds investing in such companies and
stay with them for a long term.



HERE’S TO A GREAT MONTH AHEAD!

Data Sources:
Bloomberg
Financial Times
Economic Times
CNN
Moneycontrol


