


CALENDAR 2018 – WHAT TO WATCH OUT FOR

GST

The much awaited and biggest tax reform after
independence, GST, is o� to a bumpy start. GST
collection for the month of November slipped to a 

five-month low of Rs 80,808 crore.

In light of this, performance of GST will be keenly 
watched to see how long it takes to iron out teething 
problems related to GST rollout and when the fall in 

GST revenue collection halts/reverses. 

UNION BUDGET

Union Budget for FY19 will be presented on 1st February and would be the last 
budget of current government before the 2019 Lok Sabha election.

From the stock market perspective, most important thing to watch out would 
be fiscal deficit target and any possible changes in equity taxation.

Long term capital gains tax, i.e. gains made on equities held one year and 
above, is at present nil and any changes to this structure, either extension of 
threshold limit or introduction of tax, would be taken negatively by equity 

market.

Fiscal deficit target, as mentioned above, would also be keenly watched.
Markets would also watch out for any possible changes to corporate tax 

regime.

INTERNATIONAL FACTORS

In the international factors, movement of crude oil would be important to watch. 
After rising 52% in 52% in 2016, Brent crude is up another 17% this year and is 
trading around $67/bbl. India, being major importer of this commodity, a further 

uptick in oil prices will disturb the fiscal math and result in higher inflation. 

On the geopolitical front, tension between North Korea and US, which has 
subsided for now, would be monitored for further escalation/de-escalation.

On the margin, movement in US interest rates and treasury yield will also be 
watched. US Fed raised interest rate thrice in 2017 and three more hikes are 
expected in 2018. Any change to this expectation might result in treasury yields 

moving higher/lower and can result in risk o�/on trade.

INTEREST RATE

Recent prints on retail inflation has moved northward to RBI's comfort level of 
4% and with the di�culties emerging on fiscal front, it is almost certain that the 
interest rate easing cycle is over and if situation worsens, we might see an 
interest rate hike in calendar 2018. Meanwhile 10-Year bond yields recently hit 
an 18-month high of 7.38%, implying higher cost of borrowing which is not good 

news for India inc.

CORPORATE EARNINGS

Corporate earnings will be another important facto to eye. Markets have been 
waiting for double digit earnings growth for quite some time and there is belief 

that fiscal 2019 would finally see that happening.

WHAT DOES CHART SAY?
Readers would recall that in our special report released in early April after Nifty 
decisively took out the 9100 resistance, we had projected a target of 11000 in 
12-18 months. Nifty recently touched a high of 10550 and is on track to achieve 

this target, probably earlier than expected.

For projecting levels for calendar 2018, let’s have a look at the monthly chart of 
Nifty. As shown in the chart, an upward sloping trendline adjoining tops made 
in November 2010 and March 2015 presents a resistance in 11800-1200 region, 

making it possible target zone for 2018.

On the way down, the trendline adjoining bottoms made in February and 
December 2016 presents a support around 9700, making it the first major 
support to eye. In the event of 9700 breaking decisively, 9100, the earlier top 

made in March 2015, would be the next important support to eye.

This makes 9700-12000 a possible range for calendar 2018. Investors should 
use any possible dip to accumulate for the upside target range.
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FISCAL DEFICIT

Lower dividend from RBI, lower than expected
spectrum revenue and falling GST collection has 
already raised the possibility of government
overshooting 3.2% fiscal deficit target for FY18.
Recently, government announced additional 
borrowing of Rs 50,000 cr for January-March 
quarter, which has led to expectation that the fiscal 

deficit for FY18 will rise to 3.5% or even higher.

Markets will watch out for these figures and also 
what the Union budget has to say for the fiscal deficit 

for FY19.

ASSEMBLY ELECTIONS

Markets would also watch out for the results of 
assembly elections to be held in Karnataka, Madhya 
Pradesh, Rajasthan, and Chhattisgarh in 2018 to 
gauge the likelihood of BJP getting clear majority in 

2019 Lok Sabha elections.

Also, Gujarat assembly elections saw a setback for 
BJP in rural areas. Whether this leads to higher doll 
out for farmers and more social sector spending or 
other populist measures, which in turn deteriorate 

fiscal position, remains to be seen.

In the light of above factors, money making in 2018 will not be so easy as it was in 2017. One will have to be more 
stock specific and adopt a bottom up approach to generate higher return compared to index. If one has to take
sectoral bats, Pharma and IT are the two indices, which have underperformed over last 2 years or so, o�er a good 
risk-reward at this juncture.
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