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For the month ended October 29, 2021, Nifty 50 index was marginally up 0.30% over the
previous month’s close. Small caps underperformed large and mid-caps. NSE Midcap 100
Index was up 0.28% and NSE Small cap 100 index was down 1.13%. Within sectors, auto,
banks, media, and consumer durables outperformed Nifty 50 index whereas healthcare,
metals, and realty underperformed. Foreign funds (Flls/FPIs) were net sellers in October
2021 at USD2.27bn whereas domestic funds were net buyers at USD601mn. Though foreign
funds have been net buyers this calendar year but the net purchases of USD6.2bn is
significantly lower than the USD23bn net purchases in calendar year 2020. We do have two
months left but USD17bn net inflows in next two months appears too steep.

Monthly returns for October 2021

Index Name Return
NIFTY 50 0.30%
NIFTY Midcap 100 0.28%
NIFTY Smallcap 100 -1.13%
NIFTY Auto 6.60%
NIFTY Bank 4.52%
NIFTY Financial Services 2.67%
NIFTY FMCG -5.45%
NIFTY IT -1.77%
NIFTY Media 5.04%
NIFTY Metal -0.85%
NIFTY Pharma -4.06%
NIFTY Private Bank 3.83%
NIFTY PSU Bank 13.78%
NIFTY Realty -2.94%
NIFTY Consumer Durables 4.26%
NIFTY Oil & Gas -0.90%
NIFTY Healthcare Index -4.07%

On the macroeconomic front, GST collection for October 2021 were second highest since
implementation of GST in 2017. With INR1.30trillion gross GST revenue collected in October,
this is the 4% straight month where the GST receipts are over INR1trillion. GST collections
were not only 24% higher on a year-on-year basis but were 36% higher over 2019-20. GST
revenues for October is 2nd highest to April 2021 and signify an improving economic
environment and tax compliance.

UPI transactions crossed USD103bn in October 2021 driven by online and offline
transactions. The value of transactions saw a month-on-month jump of INR1trillion to reach
INR7.7trillion. Unified Payments Interface (UPI) is an instant payment system developed by
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the National Payments Corporation of India (NPCI), an entity regulated by Reserve Bank of
India. This is a huge positive and one of the many positive side-effects of the digitisation and
demonetisation initiatives of the Government. Digital payments mean less cash, less
unaccounted money in the system and better tax compliance.

India’s merchandise exports surged for the 11" month in a row in October 2021 on the back
of engineering goods, chemicals, gems and jewellery, and petroleum products. The value of
private equity and venture capital investments grew almost eight-fold on year-on-year basis
in October to touch USD10.2bn. Last month saw record high deals across 117 Indian
enterprises. Diesel sales in October surpassed the pre-Covid level for the first time in a year.
On a month-on-month basis, diesel sales saw 20% jump over September 2021 indicating
heightened mobility of people, raw materials and finished goods. Jet or aviation fuel too
recorded a jump and is at 66% of October 2019 levels. Rapid vaccination and subsequent
lifting of restrictions are seen as reasons for this pick in economic activity as India crossed
1billion mark in administering vaccines.

Manufacturing activity also rose at its fastest pace in October 2021. The IHS Markit India
Manufacturing Purchasing Managers’ Index (PMI) was at 55.9 in October 2021 versus 53.7
in September 2021.

On the corporate front, as of October 31, 2021, 34 Nifty companies have announced their
results. The companies that have reported earnings so far comprise: (i) 71% of estimated
earnings for the Nifty 50 index, (ii) 60% of India's market capitalisation, and (iii) 78% of the
Nifty 50 index weight. Quarter two FY2022 earnings are ahead of expectations as the
companies benefitted from: a) strong revenue growth in the technology sector b) steady
recovery in loan growth, as well as recovery and upgrade in the asset quality of most private
sector banks, c¢) higher commodity prices and volume growth in the energy and metal
sectors, and d) opening up of the economy which boosted consumer and retail growth. Nifty
50 constituent companies’ profit for the 34 companies that have announced their results
grew 22% YoY.

While most companies have delivered on the earnings front, they indicated higher
commodity and energy prices have exerted downward pressure on margins. Companies
have taken price hikes to pass on the impact of commodity costs, but the impact on demand
will have to be seen post festive season.

Our view:

The digitisation drive and pandemic-induced emergence of the gig economy have led to a
faster formalisation of the economy, with the share of the informal sector shrinking to just
15-20 per cent in 2021 from 52.4 per cent in 2018, according to a recent study report. This
is evidenced also from the sharp rise in UPI transactions and GST collections which indicate
transparency, rising formal economy and better tax compliance. All the indicators are
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pointing to a recovery in the economy and can be attributed to the over 1 billion vaccines
administered in India leading to lifting of restrictions and rising mobility.

We would not be surprised if the forecasts for economic growth (in India) need upward
revisions. It is important to note that despite lockdowns, productivity boosters like
formalisation, digitisation, construction of national highways had continued. Also, the drop
in the economic activity (FY2021) was not due to excesses in the system typical with a
financial or real estate bubble bursting. This drop was mainly due to restrictions on activity
i.e., mobility. Interestingly and contrary to expectations, the rich in India maintained their
spending spree. Sales of large high-end televisions, refrigerators, cars, and luxury hotel
bookings have been witnessing a strong uptick. Spending by the rich is important for the
economy. In India, spending of the top 10% of households equals spending by the bottom
half. Consumption by the rich has a knock-on effect on the lower income group and also
leads to job creation.

Despite these positives, we still believe that the markets have run up too sharply and in
certain pockets appears ahead of fundamentals. We are watchful of inflation and surprises
like Bank of Canada announcing withdrawal of stimulus. Indian markets have seen lower
participation from foreign funds this year (compared to last year) and remain vulnerable to
outflows. Lastly, we would also like to see sustainability of the economic recovery beyond
the festive season to increase our conviction.

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
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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.

EquiPoise Capital Management Pvt. Ltd.
505 Keshava, Bandra Kurla Complex, Bandra (E), Mumbai - 400051, INDIA | +91 22 40221203 | www.equipoise.in



