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Macro and Equity Market Updates

GLOBAL MACRO & MARKETS 

With COVID-19 cases on a rise, improvement in the economic activity seen in June plateaued in July. Nevertheless, the global economy continued to build on its recovery. Europe 

and Emerging Markets (EMs) ex-China are now catching up to the significant progress that US and China had already made. MSCI Emerging Market Equity Index (+8.4%) 

outperformed the S&P500 (+5.5%) led rally in MSCI World (4.7%). India NIFTY (+7.5%) also posted strong gains in July. Dollar Index significantly weakened by 4.2% m/m as US 

10Y Treasury Yield dipped 13bps further to 0.53%. LME Metals index gained a healthy 7.1%m/m as core metal inventories kept on declining owing to pick-up in the manufacturing 

activities. Brent crude also gained 5.2% in anticipation of recovery in demand and weak US$.

DOMESTIC MACRO AND MARKET 

Indian equities continued the upward momentum in July with markets rebounding by 46% from March lows and only 10% below YTD/all-time peak in mid-January. SENSEX (+7.7%) 

outperformed BSE Midcap (+5.4%) and BSE Smallcap (+5.2%). While seven out of ten sectors delivered positive returns in July, Information Technology (+23%), Energy (+17.7%) 

and Healthcare (+11.5%) were the best-performing sectors, whereas Utilities (-3.9%) and Industrials (-1.7%) trailed the rally. Market breadth continued to improve with over 40% of 

stocks trading above 200DMA by July end. FPIs recorded net inflows of $1.3bn into Indian equities in July which offset the Domestic Institutional Investor (DII) equity outflow 

(-$1.3bn) over the month.

India’s high frequency data update:

Improvement in activity seen in June remained subdued as July alone witnessed 65% of the overall COVID case count in India till date, which triggered series of local lockdowns 

across different states.

 PMI: Manufacturing PMI for July declined slightly to 46 from 47.2 due to firms paring output in line with weaker demand. 

 Core sector production: Core sector production contracted by 15%yoy in June as against a fall of 22%yoy in May and a rise of 1.2% in June last year. While growth for 7 

out of 8 sectors remained in the negative territory, Fertilizer production grew by 4.2%yoy in June.

 Index of Industrial Production (IIP): Manufacturing IIP improved from a contraction of 67.1%yoy observed in April to a contraction 39.3%yoy in May. The growth had stood 

at 4.4% in May of last year.

 Auto Sales: Domestic sales in Passenger Vehicles (PVs), though down 6% YoY, surged by 72% over the month. Similarly, domestic 2W sales, down 15% YoY, surged 23% 

MoM in July. . 

 Credit growth: Credit growth remained sluggish at 5.8%yoy as of mid-July against 12.2%yoy as observed in July 2019. Aggregate deposits grew by 10.8%yoy.

 Trade deficit: Trade Balance in June was at surplus of $0.8 bn against a deficit of $3.1 bn in May and a deficit of $15.3 bn in June last year. Exports of drugs and 

pharmaceuticals, and of agricultural products grew by 9.9% and 15.1%, respectively.

 Inflation: June CPI inflation moderated to 6.1% as against 6.3% in May amid favourable base effects. The softening was led by lower food inflation of 7.9% (9.2% in May).

 GST collection: GST collections were down 14%yoy at INR 0.875 tn in July, weaker than INR 0.9 tn collected in June. 

 Current account balance: Current account in 4QFY20 registered a surplus of US$0.6 bn (0.1% of GDP) as against a deficit of US$2.6 bn in 3QFY20 (0.4% of GDP). This 

was due to a lower trade deficit of US$35 bn (US$36 bn in 3QFY20) on the back of lower import bill of US$112 bn, even though exports moderated to US$77 bn. The capital 

account balance moderated sharply to US$17 bn (US$24 bn in 3QFY20) due to capital outflows prompted by the risk-off sentiments induced by the pandemic

 Monsoon: moving to normal rainfall: Till July 29, 2020 cumulative rainfall was 1.3% above long-term average (LTA). On a cumulative basis, spatial distribution of monsoon 

has been normal though over the last couple of weeks rainfall has weakened in across India. Kharif sowing has grown 14%yoy and 83% of the total season sowing has been 

done by July end.
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rural activity. This bodes well for India’s nominal growth recovery.rural activity. This bodes well for India’s nominal growth recovery.
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