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For the month ended June 30, 2020, NIFTY 50 index was up 7.53% over previous month’s
close. Mid and small caps continued to rally. NSE Midcap 100 Index was up 10.78% and NSE
Smallcap Index was up 15.29%. Within sectors, realty was up 12.52%, banking was up
10.74%, energy up 10.23% whereas pharma and consumer durables were relatively weak
and up 2.22% and 2.62% respectively. Foreign funds were net buyers at USD2.73bn whereas
domestic funds net buys amounted to 319mn. However, for the calendar year 2020, foreign
funds are net sells in equities amount to USD2.18bn and in debt market amount to
USD14.28bn. Which means gross sales as on June 30, 2020 for calendar year 2020 by foreign
funds - equity and debt are about USD19bn. Despite this India’s foreign exchange reserves
touched an all-time high of USD507.64bn on June 12, 2020 and are at USD506.84bn
currently.

For the quarter ended March 2020 India’s current account recorded a surplus of USD600mn,
higher than market estimate of USD0.2bn surplus and USD2.6bn deficit in previous quarter.
Trade deficit for the quarter came in at USD35bn versus USD36bn in previous quarter, while
invisibles surplus was recorded at USD35.2bn versus USD33.4bn in previous quarter. The
capital account surplus was at USD17bn in March quarter versus USD24bn in previous
qguarter despite USD13bn in portfolio outflows, USD4.6bn banking capital outflow and
USD1bn trade credit outflow. These outflows were offset by large inflows in FDI USD12bn
and commercial borrowing USD10bn and other capital USD 13.8bn. Other capital includes
ADR/GDR investments abroad, ECB held abroad etc.

With trade deficit already much lower than expected in Q1 FY20 due to weaker domestic
demand, the upbeat market sentiments are due to portfolio flows and FDI due to corporate
deleveraging. The dichotomy between the real economy and market sentiments will likely
be reflected in larger current account plus capital account surpluses in the coming quarters.

Quarter four financial year 2020 (4QFY20) corporate earnings were weak. For companies in
Nifty 50 index (Nifty), sales declined 5.1% YoY while EBITDA/PBT/PAT declined by
4.8%/28.6%/20.1% YoY respectively. Nifty EBITDA decline of 4.8% YoY was the first decline
in 11 quarters. Nifty profit after tax (PAT) declined 20% YoY. PAT was dragged by autos, oil
and gas, metals, private banks and NBFCs while select public sector companies like Gail, SBI
and Power Grid provided some support. One-third of the Nifty 50 companies’ EBITDA came
in below expectations and half of the Nifty 50 companies’ PAT was below expectations. 6
out of the 49 Nifty companies which reported 4QFY20 results saw earnings upgrades greater
than 5% for FY2021 EPS, while 30 companies saw downgrades of greater than 5%.

We are not surprised by the rally in mid and small stocks with the respective indices strongly
outperforming the narrow markets i.e. Nifty 50 or BSE Sensex. This we believe is a classic
function of domestic funds playing catch up to the rally in large caps led primarily by foreign
funds. We are mindful of the fact that broad markets have significantly underperformed the
narrow markets over last 1year and 3years.
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If we look at commentaries and here, we will specifically refer to big names like Nestle Ltd.
The MD & CEO of Nestle India said predicting demand is tough over next two quarters and
that there were newer consumption trends emerging - one, down trading and two,
affordable consumption. “...people want to conserve the last Rs.10/- as a future hedge.” He
also said direct cash in the hands of people i.e., economic stimulus, would have helped small
businesses and economy revive faster.

Given that we still have a lockdown in India, and quite a severe one at that compared to the
rest of world till July 31, an economic stimulus when supply-side challenges remain would
have an inflationary effect on the economy. Which means we have to wait for COVID-19
cases to peak-out and decline for lockdown to be lifted fully. This also means economic
stimulus and hence economic recovery will be pushed back. Apart from COVID-19, India is
also facing multiple challenges on its border with Pakistan, China and Nepal. News flow
related to this also impacts markets occasionally.

This rally is led by a global surge in liquidity as can also be seen global markets, in the recent
net inflows from foreign portfolio investors and also foreign direct investment into India
even in June 2020 which caused the foreign exchange reserves to soar to an all-time high of
USD507.64bn and also INR appreciating versus USD.

There is no doubt in our mind that Indian economy is best positioned to revive faster than
others given the investment focus of Government of India and low penetration levels in

virtually all consumer sectors including financial services.

Do visit our website for Our Perspectives

Best,

Aashish Wakankar
WWWw.equipoise.in
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MARKET & MACRO INDICATORS

KEY CURRENT RATE - INDIAN ECONOMY

NARROW MARKET - WEEK ON WEEK RETURN

Sr.No. Index Name 30/06/20 29/05/20 ':;to"\;;'
1 NIFTY 50 10302 9580 7.53% Bank Rate 4.3%
2 S&P BSE SENSEX 34916 32424 | 7.68% Repo Rate 4.0%
3 NIFTY 100 10487 9759 7.45% Reverse Repo Rate 3.4%
4 S&P BSE 100 10411 9698 7.35%
BROADER MARKET - WEEK ON WEEK RETURN
Return .
Sr.No. Index Name 30/06/20 29/05/20 Wol
1 NIFTY 500 8475 7822 8.34% CRR Rate 3.0%
2 NIFTY 200 5350 4963 7.80% SLR Rate 18.0%
3 Nifty Midcap 100 14704 13273 |10.78%
4 Nifty Smallcap 100 4615 4003 |15.29%
5 S&P BSE 500 13438 12415 | 8.24%
6 |S&P BSE 200 4356 | 4040 |7.82%
7 S&P BSE MIDCAP 13055 11843 |10.23% G-Sec 10 Years 5.9041%
8 S&P BSE SMALLCAP 12381 10893 |13.66% 91 day T - Bill 319 % *
182 day T - Bill 342 % *
FUND FLOWS: (USD MN) 364 day T - Bill 3.54 %*
cYy
Sr.No. Fund Flow MTD CYTD 2019
1 Foreign (Equity) 2730 -2184 | 14234 * Cut off at the last auction

2 Domestic (Equity)

319 11836 | 6000

3 Foreign (Debt) -224 -14279 | 3489 Money Market
Call Rate 1.80% - 4.05%
SECTORAL PERFORMANCE - WEEK ON WEEK RETURN
Sr.No. Index Name 30/06/20 29/05/20 Rer™
WoWw
1 |NIFTY REALTY 203 180 |12.52%
2 NIFTY BANK 21370 19297 |10.74% INR /1 USD 75.53
3 NIFTY ENERGY 14397 13061 |10.23% INR/ 1 Euro 84.67
4 NIFTY AUTO 6719 6219 8.05% INR / 100 Jap.YEN 70.15
5 NIFTY METAL 1991 1880 5.93% INR / 1 Pound Sterling 92.69
6 NIFTY IT 14754 14011 | 5.31%
7 NIFTY FMCG 30063 29297 | 2.62%
8 |[NIFTY PHARMA 9985 | 9769 |2.22%
Base Rate 7.40% - 9.00%
TOP/BOTTOM 3 PERFORMANCE - NIFTY 100 INDEX Saving Bank Rate 2.70% - 3.50%
Return
Sr.No. Company Name 30/06/20 29/05/20 Wol Deposit Rate 5.10% - 5.65%
1 Indiabulls Housing Finar] 207 122 69.59%
2 Vodafone Idea Ltd. 11 7 61.83% Source: ACE Equity/RBI
3 Adani Transmission Ltd. 260 174 49.63%
1 Zee Entertainment Ente 171 184 -6.78%
2 Pidilite Industries Ltd. 1372 1468 |-6.56%
3 Coal India Ltd. 133 141 -5.98%

Source: ACE Equity/BSE/NSE




FAITH & PATIENCE

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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