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For the month ended October 30, 2020, Nifty 50 index was up 3.51% over previous month’s 

close. Mid and small caps underperformed large caps. NSE Midcap 100 Index was up 0.49% 

and NSE small cap Index was marginally down 0.07%. Within sectors, Information Technology, 

banking, realty outperformed Nifty 50 index whereas media, pharma, auto, consumer goods 

underperformed. Foreign funds (FII or FPI) were net buyers at USD2.6bn, whereas domestic 

funds net sellers at USD2.4bn.  
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GST collections in October stood at over INR1.05tr, crossing for the first time INR1tr mark 
since February this calendar year. The GST revenues for the month are 10% higher than in the 
same month last year. The growth in GST revenue as compared to that in the months of July, 
August and September, 2020 of -14%, -8% and 5% respectively clearly show the trajectory of 
recovery of the economy and, correspondingly, of the revenues. 

We are currently in quarter two FY2021 corporate results season. 32 out of the 50 Nifty 
companies have announced their results as on October 31, 2020. Companies that have 
reported earnings, thus far, account for - (a) 70% of est. PAT for the Nifty, (b) 63% of India's 
market capitalization, and (c) 79% of the Nifty 50 index weight. Q2FY2021 has been good 
earnings season, with big beats on aggregates and improved management commentaries. 
Profits for the 32 companies that have posted their results have grown 24% YoY (v/s market 
expectations of a decline). The breadth of earnings beat and consequent earnings upgrades 
has been one of the best in recent memory.  

What is driving the beat? (a) Sharper-than-expected underlying demand recovery in multiple 
sectors, as the supply situation has been restored to normalcy; (b) better-than-expected 
pricing power/realization; (c) continued cost optimization initiatives; and (d) lower-than-
expected provisioning costs in Banking, Financial Services and Insurance (BFSI). Corporate 
commentaries have turned better, with Consumer and Consumer Discretionary companies 
guiding for improved demand in the festive season, IT companies highlighting robust and 
growing deal pipelines, and BFSI demonstrating improved collection efficiency / disbursement 
trends and guiding for controlled restructuring ahead. 
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Key takeaways at sectoral level: (a) Information Technology: Headline numbers were strong; 
9 of the 12 companies reported beats on a profit after tax basis, while 10 out of 12 saw upward 
earnings revision for FY2022. Enterprises are undertaking cloud adoption at a faster pace and 
digital transformation at the workplace has accelerated, with the strengthening theme of 
vendor consolidation benefitting the well-entrenched business models of Tier-I IT. (b) 
Healthcare: Midcap Pharma names continue to dominate, as companies reported strong sets 
of results, leading to earnings upgrades for FY2022. (c) Banks: Private banks have beaten 
expectations handsomely, with higher collection efficiency, uptick in loan growth, and healthy 
Provision Coverage Ratio. Large private sector banks saw earnings upgrades. Management 
commentaries indicated stress on asset quality due to the pandemic may not be as bad as 

initially feared, although banks continue to increase provisions for COVID-related stress. (d) 
Consumer: Companies have reported demand revival and volume growth in the quarter. Rural 
continues to outperform urban. Cost optimization has once again aided margins. 
Government’s recent policy to push travel allowance claims against 3x goods & services spend 
(most likely goods) is also supportive. (e) Automobile: Sector performance has been above 
expectations and management commentaries are, quite upbeat for the festive season. The 

32 Nifty companies (with declared results) have reported Sales/EBITDA/PBT/PAT growth -
9%/14%/14%/24% (v/s market expectations of -7%/3%/-7%/-0.6% YoY). The earnings 
upgrade/downgrade ratio for 2QFY2021 is skewed in favour of upgrades.  

We believe smooth and unencumbered recovery, in economy and markets, cannot be taken 

for granted while the COVID-19 pandemic is still active. In the last few weeks, many European 
countries and UK have imposed new national lockdowns. This time, however, around 
governments are well aware that the economy cannot be fully shut down as mentioned by 
French Prime Minister Jean Castex noted that “unemployment and poverty can also kill”. India 
is seeing good performance from exports sector (see attached table. One crore means Ten 
million) and it appears that “Atmanirbhar Bharat” or Self-Reliant India campaign of 
Government is yielding results. This campaign was launched to attract global supply chains 
and manufacturing companies, who are looking for alternatives to China, to set up units in 
India. This campaign is also focused on improving India’s share in global exports. Micro Small 
and Medium Enterprises (MSMEs) make up half of our exports sector and seemed to be 
pulling through thanks to demand revival and the government guarantee provided on 

working capital loan top-up. These MSMEs have now deployed working capital on export 
orders as they see big opportunities. 
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While India is not immune to lockdowns in Europe but we do believe that Government of 
India will stand by MSMEs is the hour of crisis which arises out of COVID-19 related challenges 
in export markets.  

We have been consistent with our stated strategy, which we had discussed during our last 

call in May 2020, that we would be adopting a cautious approach and would scale-up 

exposure to mid and small caps over a period of time. We are quite encouraged with the 

earnings season so far, particularly the performance of exports and overall recovery of 

economy also evidenced by GST collections. Increase in economic activity, continued demand 

improvement, coupled with cost rationalization, has been the key highlight of 2QFY2021 

earnings. Economic recovery continues, with high-frequency data for October coming in quite 

strong (GST collections, Manufacturing PMI index, rail freight, power demand). More 

importantly, COVID-19 cases have seen meaningful decline in India active cases to ~0.5mn 

currently from the peak of 1.02m active cases in mid-September. There is a demand from the 

industry for another round of fiscal stimulus and if it happens it could elevate sentiment 

further, in our view. 
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Do visit our website for Our Perspectives 

Best, 

Aashish Wakankar 

www.equipoise.in 

Disclaimer: Nothing contained herein constitutes nor is intended to constitute an offer, inducement, promise, or 

contract of any kind. Notwithstanding any language to the contrary, these materials are for informational purposes 

only and are not intended to be, and should not be construed as, an offer to sell or a solicitation of an offer to 

purchase securities of EquiPoise Capital Management Pvt Ltd or of any entity or other investment vehicle 

managed by EquiPoise Capital Management Pvt Ltd or its affiliates. Offers to sell or solicitations of offers to 

purchase securities of a Fund will be made only by means of a confidential private placement memorandum and 

in accordance with applicable securities laws, and will be subject to the completion of a subscription agreement 

and related documentation. This document/presentation contains confidential information and is being delivered 

to a limited number of sophisticated prospective investors. EquiPoise Capital Management Pvt Ltd, its affiliates/- 

sponsors/employees, directors shall not be liable for any loss, damage, liability whatsoever for any direct or 

indirect loss arising from the use or access of any information that may be displayed in this document/publication 

from time to time. Recipients of the information contained herein should exercise due care and caution and read 

the offer document (including if necessary, obtaining the advice of tax /legal/ accounting/ financial/ other 

professionals) prior to taking of any decision, acting or omitting to act, on the basis of the information contained 

herein. This document/presentation may not be reproduced, distributed or otherwise used except with our written 

consent. Each person, by accepting these materials, is deemed to agree to the foregoing, and to agree to return 

these materials to us promptly upon request. This document/presentation contains certain statements, estimates 

and forecasts with respect to future performance and events. These statements, estimates and forecasts are 

“forward-looking statements”. In some cases, forward-looking statements can be identified by the use of forward-

looking terminology such as “may”, “might”, “will”, “should”, “expect”, “plan”, “intend”, “estimate”, 

“anticipate”, “believe”, “predict”, “potential” or “continue” or the negatives thereof or variations thereon or 

similar terminology. All statements other than statements of historical fact included in this document/presentation 

are forward-looking statements and are based on various underlying assumptions and expectations and are subject 

to known and unknown risks, uncertainties and assumptions, may include projections of future financial 

performance based on model portfolios and anticipated trends in our business. These statements are only 

predictions based on our current expectations and projections about future events. There are important factors that 

could cause our actual results, level of activity, performance or achievements to differ materially from the results, 

level of activity, performance or achievements expressed or implied in the forward-looking statements. As a result, 

there can be no assurance that the forward-looking statements included in this newsletter will prove to be accurate 

or correct. In-light of these risks, uncertainties and assumptions, the future performance or events described in the 

forward-looking statements in this presentation might not occur. Accordingly, you should not rely upon forward-

looking statements as a prediction of actual results and we do not assume any responsibility for the accuracy or 

completeness of any of these forward-looking statements that may be made from time to time. We are under no 

obligation (and expressly disclaim any such obligation) to update or revise any forward-looking statements, 

whether as a result of new information, future developments or otherwise. The data contained herein is for 

informational purposes only and is not represented to be error free. 
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