
Technicals as on July 31, 2020 

US real gross domestic product (GDP) plummeted a record annual rate of 32.9% 
in the second quarter of 2020, post a 5% decline in the first quarter. US Federal 
Reserve (Fed) decided to keep interest rates unchanged at 0-0.25%. The Fed also 
expressed its commitment to maintain its bond purchases, and the array of 
lending and liquidity programmes. 

Across the Atlantic, UK's economy contracted more than anticipated in the first 
quarter of 2020, as the coronavirus pandemic began to have an effect. 
Meanwhile, ratings agency, Moody's, warned that Britain will suffer the sharpest 
peak-to-trough economic slump of any major economy this year, and that the 
pandemic will push up national debt as a share of GDP by nearly a quarter. The 
UK's public debt ratio will likely rise 24% of GDP or more relative to 2019 levels, 
taking the debt to 109% of GDP this year. But while Moody's has forecast a 
contraction of 10.1% in UK's GDP for this year, it expects a gradual subsequent 
recovery on the back of easing of the lockdown measures, with growth 
rebounding 7.1% next year. The ratings agency added that the UK government's 
latest stimulus package of 30 billion pound ($37.9 billion) announced earlier in 
the month would aid a gradual economic recovery, though add further pressure 
to the UK's fiscal position.   

Meanwhile, the EU leaders clinched an historic stimulus deal for their Covid-19-
affected economies.  The leaders have agreed to create a �750 billion ($858 
billion) recovery fund to rebuild EU economies. The European Commission will 
borrow the money from the financial markets, and distribute just over half of it - 
�390 billion euros ($446 billion) - as grants to the hardest hit EU states, with the 
rest provided as loans. Leaders also agreed a new EU budget of ~�1.1 trillion 
($1.3 trillion) for 2021 to 2027, creating a combined spending power of ~�1.8 
trillion ($2.0 trillion). Meanwhile, the European Central Bank (ECB) kept the main 
refinancing rate unchanged at 0%, and remains on track to buy up to �1.35 
trillion-worth of debt through next June under its Pandemic Emergency Purchase 
Programme, and up to �1.8 trillion if other purchases are also included. 

The Bank of Japan (BoJ) kept monetary policy steady, and maintained its view 
that the economy will gradually emerge from the pandemic's devastating blow, 
signalling a pause, after delivering a stimulus twice so far this year. The central 
bank, however, warned that uncertainty over the outlook was "extremely high" 
owing to various risks, including the possibility of a huge second wave of 
infections. As widely expected, the BoJ maintained its -0.1% short-term interest 
rate target and a pledge to cap the 10-year government bond yields around zero. 
It also made no changes to its asset-buying and lending programmes to ease 
corporate funding strains. After its meeting, the central bank said it expects the 
Japanese economy to shrink 4.7% and the consumer price index to fall 0.5% in 
fiscal 2020 through March 2021 because of the pandemic.

Singapore's economy slipped into a recession in the second quarter 2020, with 
record contraction, as an extended lockdown shuttered businesses and 
decimated retail spending. According to the Ministry of Trade and Industry (MTI), 
the country's GDP declined a record 41.2% in the three months ended June, on-
quarter annualised basis. Also, compared with a year earlier, GDP fell 12.6% in 
the second quarter. The record slump was because of partial lockdown measures 
implemented from April 7 to June 1 to slow the spread of Covid-19, as well as 
weak external demand, the MTI said.

In contrast, the Chinese economy grew 3.2% in the second quarter of 2020 – in 
fact, the first major economy to show a recovery from the damage caused by the 
pandemic. The bounce-back followed a steep 6.8% slump in the first quarter, 
which was the biggest contraction since quarterly GDP records began. The 
People's Bank of China retained the one-year loan prime rate at 3.85% and the 
five-year loan prime rate at 4.65%. Meanwhile, representatives of the People's 
Bank of China said that they are not planning for more stimulus for the country as 
its economy recovers from the Covid-19 shock.

Source: CRISIL Research

FIIs (Net Purchases / Sales) 75.63 218.32

MFs (Net Purchases / Sales) -94.13^ -5.02

^Data till July 30, 2020

Global Economy

Investments by Institutions in the cash 
segment (Rs. billion)

July-20 Jun-20

Avg Advance Decline Ratio    July-20 Jun-20

BSE 1.08 1.76

NSE 0.95 1.81

Valuation Ratios July 20 10 Year Average

Indices Movement July-20 Last 1 Yr
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P/E ratio- Sensex 26.20 20.48

P/E ratio- Nifty 30.20 19.94

Price/Book Value Ratio-Sensex 2.82 2.85

Price/Book Value Ratio-Nifty 3.12 2.76

Dividend Yield-Sensex 1.03 1.41

Dividend Yield-Nifty 1.49 1.41

S&P BSE Sensex 7.71% 0.34%

Nifty 50 7.49% -0.40%

S&P BSE Auto 7.95% 6.58%

S&P BSE Bankex 1.26% -24.75%

S&P BSE Capitalgoods -0.96% -27.46%

S&P BSE Consumerdurables 5.61% -3.86%

S&P BSE Fast Moving Consumer Goods 1.66% 3.46%

S&P BSE Healthcare 12.43% 43.92%

S&P BSE Information Technology 22.60% 16.00%

S&P BSE Metal 8.54% -19.20%

S&P BSE MidCap 5.39% 0.85%

S&P BSE Oil & Gas 4.00% -0.47%

S&P BSE PSU 0.75% -29.41%

S&P BSE Realty -0.36% -23.77%

S&P BSE SmallCap 5.18% 2.60%

S&P BSE Teck 16.79% 15.00%

Data Source: Sebi, NSDL, BSE, NSE, CRISIL Research 
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Note: CPI inflation data for April and May 2020 was not released; WPI for April was not released 

Source: Mospi.nic.in, CCER, 

Inflation

Inflation 

Retail inflation, based on Consumer Price Index (CPI), was released after a two- month 
gap, along with data of other key categories. 

CPI inflation in June 2020 was 6.09% on-year, almost touching the upper end of the 
Reserve Bank of India's (RBI) target band of 2-6%. CPI food inflation guided this trend; 
but had softened to 7.87% in June 2020, from 9.2% in May 2020 and 11.7% in April 
2020.

Meanwhile, Wholesale Price Index (WPI) declined 1.81% in June 2020 owing to a fall in 
prices of fuel and power, even as food articles remained elevated. The rate of deflation in 
May 2020 was 3.21%.

Brent

London Brent crude oil prices rose 5.10% in July to close at $43.25 per barrel on 31th 
day of the month vis-à-vis $41.15 per barrel on June 30, 2020 on the International 
Petroleum Exchange (IPE). Oil prices remained higher through most of the month mainly 
on demand growth hopes following stimulus measures announced by major countries. 
Falling supply from the US and upbeat economic data from the US and China also aided 
the rally. However, increasing coronavirus cases globally and reports of a possible 
return of Libyan oil production capped the rally. 

Source: CRISIL, Research

Deficit

India's fiscal deficit during April-June 2020 period stood at Rs 6.62 trillion ($88.52 
billion), or 83.2% of the budgeted target for the current fiscal year. 

India's current account balance (CAB) recorded a marginal surplus of US$ 0.6 billion 
(0.1% of GDP) in Q4 of 2019-20 as against a deficit of US$ 4.6 billion (0.7% of GDP) in Q4 of 
2018-19 and US$ 2.6 billion (0.4% of GDP) in the preceding quarter, i.e., Q3 of 2019-20.

The surplus in the current account in Q4 of 2019-20 was primarily on account of a lower 
trade deficit at US$ 35.0 billion and a sharp rise in net invisible receipts at US$ 35.6 
billion as compared with the corresponding period of last year.

Net services receipts increased on the back of a rise in net earnings from computer and 
travel services on a year-on-year basis.

Private transfer receipts, mainly representing remittances by Indians employed 
overseas, increased to US$ 20.6 billion, up by 14.8% from their level a year ago.

Net outgo from the primary income account, primarily reflecting net overseas 
investment income payments, decreased to US$ 4.8 billion from US$ 6.9 billion a year 
ago.

In the financial account, net foreign direct investment at US$ 12.0 billion was higher 
than US$ 6.4 billion in Q4 of 2018-19.

Foreign portfolio investment (FPI) declined by US$ 13.7 billion as against an increase of 
US$ 9.4 billion in Q4 of 2018-19 – on account of net sales in both the debt and equity 
markets.

Net inflow on account of external commercial borrowings to India was US$ 9.4 billion in 
Q4 of 2019-20 as compared with US$ 7.2 billion a year ago.

Owing to Covid-19 related uncertainty, net inflows under 'other capital' surged during 
the quarter, reflecting inter alia the FPIs' outstanding balances with custodian banks and 
pending issuance of shares by FDI companies.

There was an accretion of US$ 18.8 billion to the foreign exchange reserves (on a BoP 
basis) as compared with an accretion of US$ 14.2 billion in Q4 of 2018-19.

India's exports declined in June 2020, a fourth month on the trot; but the pace of decline 
slowed to -12.4% on-year to $21.11 billion compared with 36.2% plunge in the previous 
month. Conversely, import decline remained steep at -47.6% in June to $21.11 billion, 
almost similar to -52.4% in May. 

With a sharper decline in imports relative to exports, the trade balance turned surplus 
for the first time since 2002, at $0.8 billion in June, compared with a deficit of $3.2 
billion the previous month, and $15.3 billion in June last year. However, this is not 
necessarily a positive, as the surplus is a result of weak domestic demand.

Slight moderation in decline in imports in June 2020 was led by crude oil  driven by 
recovery in crude oil prices. Gold imports also saw a lower rate of decline of -77.4% 
compared with -98.4% the previous month. However, core imports declined at a steeper 
rate reflecting the lockdown-induced hit to domestic demand. 

Services exports declined 10.2% on-year in May 2020, following an 8.9% decline the 
previous month. Imports declined at a steeper 20.4% compared with 18.4% decline the 
previous month. Services trade surplus printed $6.8 billion in May 2020, $0.3 billion 
lower on-month, but $0.6 billion higher on-year. 

Source: Ministry of Commerce and Industry, CRISIL Research, RBI

Currency

The rupee ended higher against the US dollar, with the exchange rate settling at Rs Rs 
74.80 per dollar on July 31 as against Rs 75.50 per dollar on June 30.

The rupee traded weak earlier in the month, owing to rising number of Covid-19 cases in 
the US. Sentiment for the rupee was dented further as newly announced containment 
measures in some parts of the world to limit the spread of the pandemic cast doubts 
over the revival of global economic growth in the near term. Fears that Sino-US trade 
tensions may escalate also dampened investor risk appetite.  Sentiment for the rupee 
took a hit after China ordered the US to close its consulate in the southwestern city of 
Chengdu.

Intermittent dollar sales by exporters, and encouraging reports of a potential Covid-19 
vaccine helped the rupee recoup some losses. Sporadic weakness in the US dollar 
index also augured well for the rupee. The US dollar index declined sharply prior to the 
US Fed's policy decision, thereby keeping the local unit supported. The Fed's reiteration 
of support for the US economy to tide over the pandemic gave domestic investor risk 
appetite a shot in the arm, and boosted the rupee.

Source: CRISIL Research

Growth

India's gross domestic product (GDP) slowed to 3.1% growth in the January-March 
quarter (Q4) compared to revised 4.1% growth in October-December quarter (Q3).  For 
the fiscal 2020, GDP growth came in at 4.2% compared to 6.1% in fiscal 2019.  

The National Statistical Office released quick estimates for the Index of Industrial 
Production (IIP) for May with the same caveat as for the previous month's data: "it may 
not be appropriate to compare the IIP for May 2020 with those of months preceding the 
Covid-19 pandemic." The response rate was thinner this month, at a weighted average 
of 86%, compared with 87% for the April quick estimate. May's estimates of IIP at 88.4, 
mining at 87.0, manufacturing at 82.4, and electricity at 149.6 are higher than the index 
numbers for April. But, in isolation, the May data does not give much insight into the 
industrial sector's performance in the month.

The output of the eight core sector industries contracted for the fourth consecutive 
month in June 2020.  The output declined by 15% in June 2020 compared to fall of 22% 
(revised) in May 2020. 

Source: Mospi.nic.in, CRISIL Centre for Economic Research (CCER)

Fundamentals and economics:
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Bullish trend persisted in Indian equities for the second consecutive month in July 2020. 
The benchmarks S&P BSE Sensex and Nifty 50 rallied 7.71% and 7.49%, respectively, in 
July 2020 owing upbeat domestic and global cues.

The market started on a positive note, propelled by encouraging domestic 
manufacturing activity and Goods and Services Tax (GST) collection numbers, and 
reports of de-escalation in border tensions between India and China. The government's 
approval for a scheme to improve the liquidity position of non-banking financial 
companies (NBFCs)/ housing finance companies (HFCs) through a special purpose 
vehicle also cheered investors. Expectations of additional stimulus from the 
government and better-than-expected June quarter earnings of some of the corporates 
boosted sentiments as well. Strong global cues, including reports of promising results 
from Covid-19 vaccine trials and a stimulus package from the EU, buoyed the market 
further. Positive global developments, including the US Fed decision to keep interest 
rates at record low levels to support the US economy, and the world's second-largest 
economy - China - bouncing back to 3.2% growth in the second quarter 2020, after a 
6.8% slump in the first quarter, also augured well for local indices.

Market Performance

Market Outlook and Trigger

Global market performance was a mixed bag with few economies delivering positive 
and few delivering negative returns. Indian Equity Market (Nifty 50 Index) ended on a 
positive note with 7.5% returns. With many economies facing a continued steep rise in 
the number of new COVID-19 cases and vaccine trials still underway, global and 
domestic markets will continue to remain in a cautious zone. 

Among global markets, China outperformed as the economy witnessed some signs of 
recovery with latest PMI data at 52.8. There was a steep increase in production across 
manufacturing firms amidst companies citing greater client demand. US markets 
delivered moderate returns with less encouraging macro data – US Q2 GDP witnessed a 
steep contraction, rise in jobless claims, worries of expiration of enhanced employment 
benefits, etc. Eurozone Q2 GDP too shrank by 12.1% from Q1. (Source: CRISIL)

Despite a steep rise in new COVID-19 cases, Indian equities delivered positive returns. 
The gains were led by better than anticipated Q1FY21 results, significant progress in 
COVID-19 vaccine trials and normal monsoon. With various geo-political tensions, 
declining global and domestic growth, absence of demand, unlock 3.0 on the anvil, a 
stubborn increase in new COVID-19 cases, markets would seek further guidance from 
upcoming RBI MPC meet scheduled in early August and as such any future market 
gains/loss will be purely data dependent

India's Current Account Balance turned surplus to 0.1% of GDP in Q4FY20. IIP 
contracted -34.7% YoY in May Vs. -57.6% in April. Fiscal Deficit touched 83.2% of the 
annual target in April-June quarter. (Source: CRISIL)

Sectors like IT and Healthcare did well whereas Power and Telecom underperformed. 
(Source: NSE)

Our 'VCTS' framework is currently indicating that, Valuations - are driven by select 
Growth stocks, Cycle – Business Cycle is near bottom, Trigger would be the trajectory 
of COVID-19 growth curve and vaccine development and Sentiments – around equity as 
an asset class is negative since FPI flows have moderated and past returns have been 
muted. We recommend that it is time to add equities in a staggered manner with a long 
term horizon. We believe maintaining asset allocation in volatile markets would be of 
paramount importance in near term.

We believe that the divergence between Value and Growth stocks continues to prevail. 
Currently, fundamentally sound value stocks are available at inexpensive valuations, 
providing good dividend yield and have better earnings visibility. Hence, we 
recommend investors to take exposure to schemes with Value bias – ICICI Prudential 
Value Discovery Fund and Special Situation theme – ICICI Prudential India Opportunities 
Fund. Small, midcaps and value oriented stocks over the next few years is 
recommended for lumpsum investment for patient long term investors.

We also believe that volatility is expected to prevail for some time as the world comes to 
terms with the evolving COVID-19 situation and its economic fallout. As an investor, one 
must embrace volatility and be cognizant of his/her own asset allocation while 
investing. We continue to recommend Dynamic Asset Allocation scheme which aim to 
benefit from volatility by reducing the overall cyclicality of the portfolio. 

*Data till July 30, 2020

Source: Sebi, NSDL 

Further gains were, however, capped as a spike in Covid-19 cases back home and 
globally raised fears of renewed lockdown restrictions derailed hopes of an economic 
recovery. The RBI in its financial stability report said that bad loans could soar due to a 
rise in pandemic-led debt burden, estimating the gross non-performing assets (NPA) 
ratio to increase to 12.5% by March 2021 from 8.5% in March 2020, thereby resulting in 
a pullback in equities. Selling by domestic institutional investors also weighed on local 
indices. Weak global cues, including the disappointing US economic growth data, US 
Fed's warning that the pandemic might threaten the modest economic recovery and 
resurfacing of US-China tensions dented the market as well.  

Nevertheless, majority of the S&P BSE sectoral indices ended in the green in July 2020. 
S&P BSE IT index was the top sector gainer, surging ~23%, buoyed by encouraging 
quarterly results of some sector behemoths. A rally in the shares of healthcare, metal 
and auto companies buoyed the market further. S&P BSE Metal, S&P BSE Healthcare 
and S&P BSE Auto indices climbed 12.43%, 8.54% and 7.95%, respectively. Sell-off was 
seen in the power, capital goods and realty counters. S&P BSE Power index was the top 
sectoral laggard - down 2.28% - followed by S&P BSE Capital goods and S&P Realty 
index, which fell 0.96% and 0.36%, respectively.

Source: NSE, BSE
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One-year CD rate
One-year certificate of deposit (CD) rate was 3.90% on July 31, 2020, compared with 
4.05% on June 30, 2020.

Source: CRISIL Fixed Income Database

Market sentiment 
Flows 

Foreign institutional investors (FIIs) remained buyers of equities in July 2020. They 
bought equities worth Rs 75.63 billion in July 2020 compared to buying of Rs 218.32 
billion in June 2020. 

Mutual funds continued to be sellers of equities till July 30, 2020. They sold equities 
worth Rs 94.13 billion till July 30, 2020 compared to selling of Rs 5.02 billion in June 
2020. 
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Equity Valuation Index

Equity valuation index is calculated by assigning equal weights to Price to equity (PE), Price to book (PB), G-Sec*PE and Market Cap to GDP

Equity Valuation Index
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Aggressively invest in Equities

Neutral

Incremental Money to Debt

Book Partial Profits

97.75

Invest in Equities

ICICI Prudential Bluechip Fund
ICICI Prudential Multicap Fund

Lumpsum Investment Schemes

These schemes are positioned 
aggressively to gain from recovery 
in the economy. These Schemes 
aim to generate long term wealth 
creation.

Long-Term SIP Schemes

ICICI Prudential Value Discovery Fund
ICICI Prudential Smallcap Fund
ICICI Prudential Midcap Fund
ICICI Prudential Large & Mid Cap Fund
ICICI Prudential India Opportunities Fund

Allocation between equity, Debt & Other Asset Classes

ICICI Prudential Balanced Advantage Fund 
ICICI Prudential Equity & Debt Fund
ICICI Prudential Multi-Asset Fund
ICICI Prudential Equity Savings Fund
ICICI Prudential Regular Savings Fund
ICICI Prudential Asset Allocator Fund(FOF)

These schemes aim to benefit from 
volatility and can be suitable for 
investors aiming to participate in 
equities with low volatility.

These schemes aim to generate 
long term wealth creation across 
various market cycles.

Our Recommendations

Investors looking for:


