
Amid rising number of Covid cases in the country, 
extension of lockdowns, escalating tension between 
the US and China and China's signing of HK security 
legislation, the BSE-30 and Nifty-50 indices were 
down 3.8% and 2.8%. While, the BSE Mid-cap and 
BSE Small-cap indices declined 1.4% and 1.9%. 

The banking index witnessed a sharp fall of 10.5% in 
the month, followed by consumer durables (-7.6%) 
and realty (-2.7%) indices. BSE Auto index was a 
leader with gains of 5.6%, followed by healthcare 
index (+2%). 

India entered the top 10 countries hit by coronavirus 
as confirmed cases crossed 2 Lakh but death rates 
still remained much lower than average. The Prime 
Minister extended the lockdown for 2 more weeks to 
May end, albeit with significant relaxations in non-
containment zones. The economic activity levels 
continued to improve throughout the month, 
although they are still significantly lower than 
normal. 

Global developed markets continued the upward 
trend in May – The S&P 500 Index rose 4.5%, Euro 
Stoxx 50 Index gained 4.2%, but the MSCI Emerging 
Markets Index was roughly flat at +0.6%. 

Global Macros

The US 10 year bond yield expanded by 1.3 bps and 
stwas quoting at 0.65 on May 31  2020. The dollar 

stindex declined 0.7% to 98.3 at the end of May 31  
2020.

Crude recovered sharply by 55% in May and was 
stquoting at USD35.3/bbl on May 31  2020. However, it 

is still down 45% on YTD basis.  

China's annual National People's Congress (NPC) 
thwhich concluded on May 28  2020, mapped out 

Beijing's policy plan to support the post-COVID-19 
economic recovery. It abandoned its policy to give 
numerical GDP target given the underlying economic 
uncertainty. Financial support for small businesses 
and households, urban infrastructure facilities, 5G 
and other information and communications 
technology (ICT) projects will be the main focus. 
Monetary conditions likely to loosen further through 
lowering policy rates and maintaining strong credit 
growth.

Domestic Macros

Inflation: (a) NSO did not release April CPI owing to data 
collection issues, but disclosed CPI numbers where in 
Food inflation rose to 10.5% in April (from 8.8% in 
March). March CPI has been revised down to 5.84%, 
(b)WPI inflation data was truncated for lack of market 
transactions. WPI food inflation moderated to 2.6% 
(vs4.9% in March 2020).

Currency: Rupee depreciated marginally  to 
stINR75.6/USD as on 31  May 2020 versus INR75.1/USD as 

th on April 30 2020.

Growth: March IIP growth contracted sharply by (-)   
16.7% from 4.6% in February 2020.

Trade deficit: Trade deficit in April was USD6.8b (v/s 
February trade deficit figure of USD9.8b). 

Regulatory, Policy and Market Developments

Equity trading trends: FIIs net bought equities worth 
USD1.7b and DIIs bought equities worth USD1.5b during 
May. For calendar year 2020, FIIs have net sold USD4.9b 
and DIIs have been buyers of net USD11.5b.

Monetary Policy: In the second consecutive inter-
meeting action, the MPC cut the repo rate further by 
40bps to 4% while maintaining an accommodative 
stance. RBI also extended the moratorium period by 3 

stmonths to August 31  factoring in the lockdown 
extension. Interest accumulated on working capital 
facilities for 6 months of moratorium was allowed to be 
converted to a term loan and large exposure limits for 
banks was eased from 25% to 30% of capital. 

Fiscal Stimulus 2.0: PM Modi announced a larger than 
expected Rs20 Lakh Crore (~10% of GDP) economic 
package in response to the economic fallout from Covid 
induced lockdown. However, the direct support from the 
fiscal is lower at ~1.3%. The measures focused on the 
needy, rural incomes, improving farm infrastructure and 
reducing the tail solvency risk / credit risk and improving 
the liquidity in the economy. 

India Sovereign rating: Moody's rating downgrade of 
India to Baa3 is seemingly an adjustment of the upgrade 
in 2017, which was based on expectations of 
improvement in the credit profile. The downgrade was 
based on the premise that the policymaking institutions 
will be challenged in implementing policies that will 
mitigate the risks of prolonged growth slowdown, a 
further significant deterioration in the fiscal position, 
and a build-up in financial sector stress. 

Monsoon: The IMD has maintained its April forecast of a 
normal monsoon at 102% of long-period average vs. 
versus 110% last year with a model error of (+/-)4%.
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We find market valuations to be attractive on a 
historical basis, considering: (a) Market Cap-to-GDP 
is at ~55% currently, the level it was during GFC, 
(b)favourable bond and earnings yield gap. At the 
current Index levels, even if we assume a 15% cut to 
the consensus earnings, the Nifty will still be at 
reasonable valuation of less than 13x on FY22 basis. 

Portfolio Strategy: As a house, we have been 
following a two-pronged approach – it is a sort of 
barbell strategy. First priority is to buy high quality 
businesses, which have now corrected. The other 
spectrum we are also participating in “deep in value” 
businesses. Please note that the second bucket was 
attractive even before the virus issue. Today, it's not 
about which sector is attractive - we are getting 
favourable value across sectors.

Recommendations for Investors

       Asset allocation: Whenever there is a crisis, it is 
extremely important to revisit and maintain 
asset allocation discipline. We recommend 
investors to balance and front-load asset 
allocation in favour of equities.  We would 
recommend investors to look at equities and 
allocate capital that is not required for the next 3 
years. 

     Large caps vs midcaps: We continue to prefer 
large caps, and would advise investors to 
allocate about 70% towards large or multi-caps 
funds. Our preference for large companies is due 
to superior risk-adjusted returns, a decent 
growth profile, and the fact that large franchises 
are better able to weather challenging times.

We would suggest to invest in a disciplined way in equities for long term, within the earmarked 
asset allocation (based on individual risk profile). In the current market scenario, staggered 
investments through SIP or STP, may be one of the best ways to invest in equities.

4QFY20 results so far

The 4QFY20 results include the impact of the 1st 
week of the lockdown and the impact of the same is 
different across the sectors. 

At a broader level, the Nifty companies' sales/EBIDTA 
are largely inline with the expectations, however, 
there is some miss at the PBT/PAT level. 

Automobiles, Cement and Utilities were better than 
expectations, while BFSI, Consumer, Capital Goods, 
Healthcare, Oil and Gas, Telecom and Retail were 
subdued. Technology companies results were 
largely in line. Higher provisions in Banks/NBFCs 
disproportionately impacted aggregate profitability. 

The management commentaries indicate more 
volatility and disruption in upcoming quarters. 

Outlook

Similar to other economies, India too is gradually 
opening up post the COVID-19 led lockdown – early 
signs of recovery are encouraging but is a 
combination of pent-up demand and recovery and 
will have to wait to get more clarity on the recovery. 
The supply side is gradually coming back to 
normalcy, while demand will take some time to 
review, in our view. 

The government and RBI led efforts to support the 
economically weaker sections and credit concerns 
have partly taken care of survival needs and now 
focus will have to be shifted to growth aspects. 

While the COVID-19 situation continues to be 
challenging, execution and efficacy of various 
govt/RBI measures will determine the pace of 
economic recovery. 

The supportive macro factors for the economy are 
(a) forecast of normal monsoons, (b) lower interest 
rates and (c) lower oil price. From the corporate 
earnings point of view, FY21 earnings will be 
certainly be erratic, but we believe assuming 
recovery in 2HFY21, that FY22 earnings numbers 
should be relatively unaffected. 

Source: thBloomberg, as on 29  May, 2020.
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Disclaimers: The information contained in this document is compiled from third party and publically available sources and is included for general information purposes only. There can be no assurance and guarantee 
on the yields. Views expressed by the Fund Manager cannot be construed to be a decision to invest. The statements contained herein are based on current views and involve known and unknown risks and 
uncertainties. Whilst Mirae Asset Investment Managers (India) Pvt. Ltd. (the AMC) shall have no responsibility/liability whatsoever for the accuracy or any use or reliance thereof of such information. The AMC, its 
associate or sponsors or group companies, its Directors or employees accepts no liability for any loss or damage of any kind resulting out of the use of this document. The recipient(s) before acting on any information 
herein should make his/her/their own investigation and seek appropriate professional advice and shall alone be fully responsible / liable for any decision taken on the basis of information contained herein. Any reliance 
on the accuracy or use of such information shall be done only after consultation to the financial consultant to understand the specific legal, tax or financial implications.

Securities and Exchange Board of India (“SEBI”) vide its letter dated November 20, 2019 bearing reference no. SEBI/HO/IMD/DF5/OW/P/2019/30719/1 (“SEBI NOC”) had granted their non-objection to transfer the 
AMC Business from 'Mirae Asset Global Investments (India) Pvt Ltd' to 'Mirae Asset Investment Managers (India) Private Limited'. Kindly refer notice cum addendum no. AD/28/2019 dated November 25, 2019 for 
further details
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