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Hello August! 

Here we are. Right past the middle of the year and markets promise to be full of news.  

Just as it should be. 

DEUCE- THE TOUGH FIGHT 

Deuce in tennis signifies that the scores are equal, and a player needs two consecutive points 

to win the game. That’s exactly how the market scenario is. The markets are in the midst of a 

tough fight, and the opponents are LIQUIDITY and VALUATIONS. 

The Liquidity is pushing up the asset prices, whereas the Valuations are looking increasingly 

stretched given the less-than-expected earnings averages. 

 

MARKETS AROUND THE WORLD 

The closing week of July 2019 saw the S&P 500 boasting a really rich year-to-date (YTD) return. 

The first half of the year represented the richest YTD return since the past two decades. With 

the global central banks offering unprecedented easy-monetary policies, it resulted in a flood 

of liquidity in emerging and developed economies. Equity markets have been on a roll! 

However, Wall Street investors are hoping for a sustained performance by the markets in the 

weeks to come, as the stocks are now struggling for a sense of direction ahead of the Fed 

decision on interest cuts. 

 

 



 
 

                            
 

605, 5th Floor, Prestige Atrium, #1, Central Street, Bangalore – 560001 

 

QUICK TAKEAWAYS FROM THE GLOBAL SCENARIO 

 

 The US markets are toning down slightly from their record highs and are holding their 

breaths in anticipation of the U.S. Federal Reserve interest rate cut this week. They 

are also eagerly looking out for U.S. - China trade negotiations updates. 

 

 Asian markets have also dipped in anticipation of the expected rate cut by Fed. 

 

 The European Central Bank stood its ground on key interest rates and the markets 

even enjoyed recovery from earlier losses, but they remain defensive in anticipation 

of the Fed rate cut. Meanwhile, the British Pound feels the pressure as it retreated to 

a 28-month low and is slipping away against euro and dollar. 

 

THE WORLD-WIDE INTEREST RATE CUTS 

“A little cut on your hand is better than a sword on your chest.” 

Interest rate cuts are presumably preventive in nature, mainly to stay prepared for global 

recessions and also stimulate businesses and customer spending. The interest rate cuts are 

usually part of the overall stimulus package for strengthening the economy.  

The good news is that interest rate cuts usually provide reasonable opportunities to build 

your investment portfolio.  

 

Expected actions from Central Banks around the world: 

 
CENTRAL BANK 

 
EXPECTED ACTION 

 
U.S. FEDERAL RESERVE 

 
Three cuts in 2019 

 
EUROPEAN CENTRAL BANK 

 
10-basis-point cut in September and December, maybe more QE 
and ‘tiering’ in September 

 
BANK OF JAPAN 

 
On hold, with no charges in target yields possibly into 2020 

 
BANK OF ENGLAND 

 
No hikes until August 2020 

 
PEOPLE’S BANK OF CHINA 

 
To cut open market operations rate by 10 to 50 basis points, and 
one reserve requirement ratio cut 

 
EMERGING MARKETS 

 
Cuts expected in Russia, South Africa, Turkey, India, Indonesia, 
Philippines, Vietnam, Brazil and Chile 
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INDIAN MARKETS- FALLEN BUT NOT BEATEN 

Strong bets were waged on the Modi 2.0 government boosting the markets based on 

promising economic reforms, but the initial outcome proved to be a bit of a shocker. The 

super-rich are super unhappy with the tax increase and the FIIs have been less than 

enthusiastic to pump in fresh funds.  

 

Source: CIME 

*Figures for the latest month as on 6 days ago 

The Union Budget 2019 is best described as a mixed bag. 
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We do believe that fiscal slippages are inevitable – given the difference between the 

ambitious targets and the ground realities.  

Another concerning factor is the off-budget financing that is making the fiscal-deficit numbers 

look better.  

 

INDIAN EQUITY MARKETS AT A GLANCE 

What’s really happening now is that the markets are watching the earnings season very 

keenly. The equity markets have become sensitive to budget announcements and have 

reacted negatively since the budget announcements. 

  INDICES 
CURRENT 
MARKET 

 GROWTH  

  YTD 1 Year 3 Years 
Sensex 37473.03 +3.89% -0.36% +33.54% 

Nifty 11118.00 +2.35% -2.10% +28.70% 

BSE Large Cap 4271.29 +1.38% -3.08% +27.65% 

BSE Mid Cap 13643.38 -11.63% -14.80% +7.76% 

BSE Small Cap 12692.18 -13.70% -23.47% +3.10% 

BSE IT 15733.49 +11.67% +8.3% +45.50% 

BSE FMCG 11062.33 -6.48% -7.91% +26.78% 

BSE Cap Goods 17555.91 -6.72% -4.04% +13.43% 

BSE Consumer Durables 22342.30 +7.96% +6.89% +80.11% 
        Source: Bloomberg Quint as of 31 July 2019 
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Source: Investopedia 

 

BOND MARKETS AT A GLANCE 

The bond markets on the other hand, have seen a sharp rally with falling interest rates and a 

double digit return in long-dated bond portfolios. G Secs have seen a sustained rally, and the 

corporate bond yields have also softened, though not to the same extent as G Secs. With 75 

bps of rate cuts already behind us, we are in the late cycle, from the interest rates perspective. 

Credit concerns remain and it would be prudent to err on the side of caution. 

INDIA GOVERNMENT BOND 10Y 
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SUNNY SIDE UP OR DOWNSIDE?  

PERFORMANCE OF TOP COMPANIES IN Q1 
 

Key takeaways from a closer analysis of the June Quarter 
 

 The June quarter is similar to the March quarter, with financials leading the growth. 

 

 Auto and auto ancillaries, consumer discretionary and FMCGs are likely to get affected 

by demand slowdown. 

 

 Real estate, Industrials, material and consumer staples also reflect a declining trend. 

 

 The Indian IT giants’ Q1 earnings are not helping much to soften the post-budget blow 

resulting from the imposition of tax on buyback of shares. 

Is it all bad? 

Well, the current quarter does show a downside and indicates a slowing economy, but the 

good news is that experts foresee a double-digit growth post the September quarter. There 

is no doubt that a stable political environment as well as equity valuations after recent 

corrections will definitely paint a far more optimistic picture in the medium and longer run. 

 

FINAL OUTLOOK 

 

 A strongly rising inflation rate usually results in a bullish phase in the stock market. 

India’s inflation rate is on the decline right now. However, inflation rates usually tend 

to stabilize around Q3, and it is estimated by experts that India’s inflation rates will 

trend at around 4.8% in the long run, maybe, around 2020.  

 

 The overall mood is to remain cautious on Indian Equities at this stage and await the 

progress of the earnings season. 

 

 It is also important to watch out for the liquidity movements in the market. 

 

TO SUMMARISE THE MARKET SENTIMENT 

INDIAN EQUITIES – NEUTRAL & CAUTIOUS 

INDIAN FIXED INCOME – NEUTRAL & POSITIVE 

Note: The term ‘neutral’ describes a position that is neither bullish nor bearish and is insensitive to the direction 

of the market’s price. When the investor has a ‘neutral’ opinion, he is said to be of the opinion that the security 

or index will neither increase nor decrease in the near future. His opinion is therefore, ‘neutral’. 
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ON A POSITIVE NOTE… 

 

It isn’t all cloud in the Indian Equity sector. The silver lining in the cloud shines in the form 

of the three interest-rate cuts by the Central Bank this year, and more of such 

expectations, which will hopefully lure investors and reaccelerate growth.  These 

redressive measures for interest rates and liquidity conditions definitely raise hopes in 

turning the foreign investment cycles for the better.  

Also, let’s not forget the oncoming festive season which often sees a boost in customer 

spending. 

Going back to our tennis analogy, it would be interesting to see which opponent wins the 

deuce! 

Let’s keep a close eye on it. 

Signing off for now on that note!  
 

 

Disclaimer: 

The information contained in this article is general in nature and is intended as a guide only. It is neither to be construed  as financial advice 

nor to be regarded as a definitive analysis of any financial, legal or other issue. Individuals must not solely rely on this information to make 

financial or investment decisions. Before making any decision, we recommend that you consult a financial planner/advisor to consider your 

particular investment objectives, financial situation and individual needs. 

 

 

 

 

 

 

 

 

 

 

 

 

Data Sources: 

www.marketwatch.com 

www.livemint.com 

www.investopedia.com 

www.nse.com 

www.tradingeconomics.com 

http://www.marketwatch.com/
http://www.livemint.com/
http://www.investopedia.com/
http://www.nse.com/
http://www.tradingeconomics.com/

