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The intense war between 

the USA and China in their 

struggle for economic 

and technological 

dominance has led to 

increasing tariffs. An 

escalating trade war can 

reduce international 

trade. While in the short 

run, a trade war is 

beneficial to the country 

in terms of increased job 

creation, in the longer run 

it suppresses economic 

growth for all the 

countries involved in it. 

The ongoing trade war 

has impacted many 

industries. Trump’s threats 

to impose fresh tariffs on 

Chinese imports at the 

beginning of August sent 

the markets in a tizzy. 

Since China is the largest 

consumer for base 

metals, the trade war 

could lead to a negative 

impact on the prices of 

base metals, with gold as 

an exception as it’s 

usually considered a 

haven. The negative yield 

curve was yet another risk 

indicator, with the yield on 

the 10- year U.S. Treasury 

bond falling below that of 

the 2-year-old U.S. 

Treasury bond. 

Tariffs increase again this 

Sunday, September 1 and 

then on December 15, 

marking the date when 

everything imported from 

China will be charged a 

minimum of 10% to as 

much as 30%. Previous 

pre-Trump tariff rates 

ranged between 3% and 

7%.

U.S. – CHINA TRADE WAR  
 
 
 

  
$86 trillion world economy. Of this, the U.S. economy is $20.5 trillion, and 
China’s is $13.6 trillion. Together, these two giant economies contribute to 
almost 40% of the world economy. Indian economy is about $2.7 trillion in size. 

The U.S. goods and services trade with China totalled an estimated $737.1 
billion in 2018. Exports were $179.3 billion; imports were $557.9 billion. The 

U.S. goods and services trade deficit with China was $378.6 billion in 2018. 
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INDIA’S ECONOMIC GROWTH

  

 

Moody's Investors Service 

has revised India's GDP 

growth forecast 

downwards for the 

current year to 6.2 

percent, saying that the 

economy remains 

sluggish due to a 

combination of factors 

such as weak hiring, 

distress among rural 

households and tighter 

financial conditions.  

 

Combination of policy-led 

disruptions, reforms-led 

structural adjustments, 

financial sector challenges  

and global head winds  

have resulted in a slowdown  

in the economy. 

 

In comparison to the previous  slowdown, since 2008, the 

current  

slowdown is shallower. It is more  

concentrated in consumption  

and more protracted.  

 

Our analysis shows that this phase of slowdown started in 

the first quarter of 2018, and was exacerbated by rising oil 

prices, increase in interest rates and liquidity challenges 

during the year. A government in denial and in election 

mode implied a lack of meaningless measures. 
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Research by CapitaLine shows that Net Profit for three months 

ending 30 June 2019 fell by 5.23% for 1284 listed companies. Net 

sales were up 4.6% (Y-o-Y) – an eight-quarter low. This data 

excludes BFSI and Oil & Gas sectors. A drop in raw materials 

pricing has helped several companies maintain the operating 

margins. 

 

 

 

CYCLICAL OR STRUCTURAL SLOWDOWN ?  
 

 

 

While business cycles are 

a common feature – it is 

important to understand 

the nature of a downturn 

to provide the right 

solutions. SBI in its research 

report says that the 

current slowdown is due 

to a combination of 

structural and cyclical 

factors. We have a 

substantial decline in 

wage growth (rural and 

urban) resulting in lower 

household savings. The 

GFCF (Gross Fixed Capital 

Formation) as a  

 

 

 

 

 

percentage of GDP is 

showing a declining 

trend. Exports as a 

proportion of GDP also 

continue to decline.  

The Indian Government 

and RBI appear to be 

treating the present 

situation with a blend of 

monetary policy 

measures (for e.g., 

reducing interest rates) 

and stimulus measures 

(announced by the 

Finance Minister). While 

these are welcome 

measures, and we are  

 

 

 

 

 

 

 

relieved that the 

government is taking the 

required steps to address 

the economic slowdown, 

we require more than 

stimulus announcements 

and supply side measures 

to revive the economy. 

The economy is in urgent 

need of ‘Demand’ side 

reforms and structural 

reforms – especially so in 

the face of a worsening 

global situation.  

 

The latest GDP point at 5% 

clearly shows the extent of 

slowdown.

TAILWINDS FOR THE ECONOMY 

 

1.  CRUDE OIL – A BIG FACTOR 

 

Slowing global economy and fears of a 

full-blown trade war have resulted in 

one positive factor for the Indian 

economy – fall in the crude prices.   

 



 

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

 

While China could secure crude oil of 

similar quality as the U.S. crude from 

alternative sources such as West Africa, 

the U.S. would find it hard to find an 

alternative market as big as China. 

However, if crude oil prices fall as a 

result, then other things staying the 

same, it would benefit India. 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 

 

Source: Trading Economics 

 

FROM THE NEWSDESK 

U.S. oil exports of 3 million barrels a day could grow by 

a million barrels a day this year, and another million 

next year. 
• The U.S. is about to boost its status as a major oil 

exporter. 

• New pipelines are coming online to transport oil 

from a bottleneck in the Permian Basin to the 

Gulf Coast where it can be shipped to the 

world. 

• The U.S. is turning the Gulf Coast into a major 

export hub, and that could one day make U.S. 

crude an international benchmark.  
 

 
CRUDE OIL PRICES 
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2. INTEREST RATES 

With the continuing softness in GDP, we expect interest 

rates to be cut further by the RBI. Transmission of lower 

rates over the next few quarters would help revive 

consumer and investment demand.   
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OUR VIEWS 

 

EQUITIES 

Given the slowdown in the economy, tepid economic growth 

and global uncertainties, we continue with our ‘cautious’ stand 

on Indian equities. The recent measures announced by the  

government are necessary, but not enough to turn the tide. 

 

Investors should consider the following options: 

i. Principal protected structures issued by AAA rated firms or using options to 

reduce downside risk. 

ii. Start increasing the allocation to multi-cap or mid-cap stocks and funds. 

Any investment should ideally be done in a staggered manner. 

iii. Small and mid-cap stocks are looking attractive from a valuation 

perspective. While the last 18 months have not been kind to the investors 

in these stocks / associated MFs, we believe that the risk adjusted returns 

scenario is now tilting in favour of this segment.  

 

 

 
 

 

 

 

 

 

 

 

 

FIXED INCOME 

We are positive about our outlook on fixed income. We expect a further cut in the interest 

rates, and this would result in a strong performance of debt funds with duration exposure. 

We continue to recommend a reduction in credit risk-oriented investments in client 

portfolios. 

GOLD 

Gold is a good asset class from the perspective of diversification. Gold is likely to preserve 

wealth during periods of volatility rather than growing wealth over longer periods.    
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DID YOU KNOW? 

Co-living is a new way for ‘singles’ to live in urban 

areas, designed to provide convenience, quality 

and a sense of community. Typically meant for 

students and young working population and 

estimated to be a USD 12 billion opportunity, this 

sector has garnered significant investor interest.  

Leading players include Zolo, CoHo, Stay Abode 

and Stanza. This segment is seeing increasing HNI 

participation in the underlying residential real 

estate assets – to earn a high yield.  

The Atom Privé Pledge 

       

Inspired by the Hon’ble Prime Minister, Narendra 

Modi’s Jal Shakti Abhiyan (JSA), we at Atom Privé, 

are committed to conserving water.   

We have taken baby steps at office, such as 

installing faucet aerators and low-flush toilets.  

We plan to spread awareness about water 

conservation measures in various communities. 

We hope to be able to do our bit going forward. 

Saving water is the need of the hour today.  
Data Sources 

TheHindu.com – Article by Jayati Ghosh 

Vallum Capital 

CapitaLine 

SBI Research 

HERE’S TO A GREAT MONTH AHEAD! 

THIS MONTH THAT YEAR 

September 11, 2001 

The September 11th attacks, also known 

as 9/11, were a series of coordinated 

attacks in the USA. The Twin Towers of 

the World Trade Centre and Pentagon 

were targeted by Islamic radicals, sending 

shock waves throughout the world. 

Market Reaction 

Anticipating widespread panic selling and 

chaos, NYSE and Nasdaq remained closed 

until September 17, the longest shut 

down since 1933. Massive stock selloffs 

hit the airline and insurance sectors, as 

expected, when trading resumed. Stocks 

of American Airlines and United Airlines, 

carriers of the planes hijacked for the 

attacks, were the worst hit.   

Similar steep declines hit the travel, 

tourism, hospitality, entertainment and 

financial services sectors, with a panic 

wave sweeping across the nation. Most 

insurance firms, who were among the 

biggest losers, subsequently dropped 

terrorist coverage.   

Legendary for its resilience, the U.S. 

economy managed to move on. The S&P, 

the Dow Jones and the Nasdaq regained 

its pre-9/11 prices barely within a month 

of the deadly attack. 


