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For the month ended July 29, 2022, Nifty 50 index closed 8.73% higher over previous
month’s close. Midcaps outperformed large caps and small caps. NSE Midcap 100 index was
up 12% and NSE Smallcap 100 index was up 8.6% over the previous month. Within sectors
banks, financial services, consumers durable, real estate, metals, media outperformed Nifty
50 whereas information technology, oil & gas, and pharma underperformed.

Index Name % change
NIFTY 50 8.73%
NIFTY Midcap 100 12.03%
MIFTY Smallcap 100 8.60%
NIFTY Auto 7.20%
MNIFTY Bank 12.17%
NIFTY Financial Services 12.69%
NIFTY FMCG 12.80%
NIFTY IT 4,70%
NIFTY Media 8.56%
NIFTY Metal 17.70%
NIFTY Pharma 5.08%
MIFTY Private Bank 13.90%
NIFTY PSU Bank 14.38%
NIFTY Realty 17.04%
NIFTY Consumer Durables 13.16%
NIFTY OQil & Gas 3.17%
NIFTY Healthcare Index 6.74%

Source: National Stock Exchange of India

After nine consecutive months of selling, foreign funds (Flls/FPIs) turned net buyers in July
2022 at USD651mn whereas domestic funds remained net buyers at USD1.3bn. While
foreign fund net sales stand at USD27.9bn in CYTD2022, domestic funds purchases are at
USD31.6bn.

Fig: Fund flows

(USD mn) Curr MTD CYTD
Fll- Cash 809 651 -27,905
DIl- Cash -0 1,328 31,647
Fll - Debt -93 -234 -2,191

Source: Axis Capital
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Goods and Services Tax (GST) collections for July 2022 remained above Rs.1.4 trillion for the
fifth straight month. Gross GST revenue collected in the month of July 2022 is Rs.1.49¢trillion,
which was the second highest collection ever since the introduction of GST. The July revenue
figure is 28% higher than the revenues in the same month last year of Rs.1.16trillion. Better
reporting coupled with economic recovery has been having positive impact on the GST
revenues on a consistent basis.

Fig: Trends in GST collection (Rs. In Crore, One crore equals Ten million)
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Our view:

Bulk of the NSE200 universe has declared quarter one FY2023 results so far with major profit
growth share emanating from cyclicals (banks, industrials & discretionary consumption)
while the contraction was driven by metals, technology and cement. Another key highlight
of quarter one FY2023 results so far has been the better-than-expected top-line growth
(+30% YoY for non-financials) driven by not just a favourable base effect but better-than-
expected volumes as well as price realisations. On the flip side, margins and earnings growth
have lagged due to cost pressures across the board.

As expected, financials are exhibiting improving top-line growth as well as earnings growth
driven by lower credit costs even though other operational expenditure remains elevated.
The sharp drop in commodity prices seen across the board in the second quarter FY2023
may likely tilt the scale going ahead towards improving profitability for non-financial
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companies if the robust demand pattern persists and input costs slump. Infrastructure,
capital goods, construction and building material demand remained robust.

Risk remains in terms of elevated inflation and crude oil prices which are yet to climb down
meaningfully from their recent peaks. At the same time post the recent 75bps rate hike by
US Fed and two quarters of negative GDP growth rate, there is a raging debate whether US
is in recession or not and whether there would be need for further rate hikes beyond
another 75bps (50bps in September and 25bps in November 2022) “baked in” by markets.

While markets focus on growth and seem to have moved on (being future discounting
machines), most economists feel it is important to bring down the inflation below the real
GDP growth. So, the markets seem to be suggesting another 75bps rate hike and Fed would
be done and over with rate hikes whereas economists feel more rate hikes are needed till
inflation decisively falls.

US rate hike cycle is definitely having a negative effect on global liquidity as capital moves
into safe haven asset the USD. Indian markets, though flush with domestic liquidity, come
under severe (downward) pressure when foreign funds flow out. To add to these challenges,
Ukraine crisis has had its effect on food grain and oil prices.

Two important data points we would highlight are -
1) India’s foreign exchange reserves are a healthy USD571.56bn
2) Monsoon rains have picked up and are 11% above normal.

Healthy foreign exchange reserves indicate India is well positioned to weather any global
crisis. There have been unnecessary concerns (raised in media) about India’s economy in the
backdrop of neighbouring countries like Sri Lanka, Bangladesh and Pakistan facing economic
crisis.

Secondly, monsoon rains +11% of normal suggest a repeat of FY2011, FY2012 and FY2016
when India’s solid agricultural output buoyed private consumption. Strong domestic supply
conditions supporting demand buoyancy is a positive read-across for inflation outlook as
well as real return possibilities. However, we believe the Reserve Bank of India (RBI) will
remain on guard given external challenges.

Be it the economy (imported inflation) or the markets (foreign fund flows), India’s
challenges, we believe, are more external.

We believe a solution to the Ukraine crisis will unleash the Indian economy however till then
we remain cautious, though bullish.
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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 any securities, neither of EquiPoise Capital Management Pvt Ltd nor of any entity or other investment vehicle
managed/advised by EquiPoise Capital Management Pvt Ltd or its affiliates. This document/presentation contains confidential information. 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/presentation 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
aresult, 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 document/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.



