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 The pressure on the oil prices continued as US data remained under pressure. Brent crude dipped by 139 bps 

to $56.89/bbl after US Services data also disappointed. Oil took a hit on Thursday following a sharp fall on 

Wednesday. The price of oil had already reacted to the restoration of full output by Saudi Aramco. Since the 

price of Brent touched an interim peak of $71.90/bbl after the drone attacks on Saudi Aramco, oil has given 

up nearly $15/bbl due to a mix of weak US data and full production restored in Saudi Arabia. That more than 

negates the rally. US Manufacturing was also weak. 

 

 In the midst of the enthusiasm surrounding the corporate tax cuts, the MAT clarification may prove to be a 

dampener for Indian corporates. During the week, the CBDT clarified that companies opting for the new 22% 

tax rate will lose out on any outstanding MAT credit as well as any accumulated depreciation benefits. This 

could be a big loss for large companies. In fact, companies have the choice of continuing with the existing 

system and use up the MAT credit and then shift to the lower tax. But that would mean delays in executing 

the tax reduction plan and that would impact the stock prices. 

 

 For a long time, the regulator has been trying to push volumes from smaller towns and cities with a view to 

increase penetration of mutual funds in B30 cities. The B30 cities, outside the top 15 cities in India, currently 

have an AUM of Rs.4 trillion and account for approximately 15% of the total AUM of the mutual fund indus-

try. With a view to pushing sales of mutual funds in second rung cities, SEBI already offers distributors an 

incentive of 30 basis points over and above the normal commission charged. B30 is expected to be more non-

cyclical flows unlike metro inflows that tend to be cyclical in nature. 

 

 Falling rates are now posing a real problem for global asset managers. Now, even global pension funds are 

taking on additional risks to compensate for low rates. With the global rates being low and nearly $15 trillion 

worth of bonds giving negative yields, most pension funds are worried that retirees may be in for a serious 

shortfall. This has spurred pension funds across the world to take on a higher level of risk. While risk is ac-

ceptable in long term funds, experts fear that this could result in a lot of systematic and unsystematic risk in 

these funds and also make the returns in these funds extremely volatile. 

 

 The Nifty and the Sensex fell further on Thursday as the Nifty settled below the 11,300 mark. The major los-

ers on Thursday were the banks and the metal companies. The metal companies were obviously reacting to 

the weak US data and the likely impact on Chinese demand. Yes Bank was the sole star of the day. Wall 

Street also slumped on weaker services data. Meanwhile, all eyes will be on the banking sector ahead of the 

Monetary Policy Committee meet on Friday. A rate cut is already being anticipated by the markets. But the 

bigger worry for RBI would be the health of banks. The recent cases of Yes Bank and PMC Bank, according 

to ET, may highlight the hidden risks in Indian banking. Moody’s has already expressed concerns over the 

ability of Indian banks to withstand stress tests. 

 

 Goldman estimates $4 billion deposit outflow from Hong Kong to Singapore. According to estimates put out 

by Goldman Sachs, Singapore may have been the biggest beneficiary of the strife in Hong Kong. Deposits to 

the tune of nearly $4 billion have apparently shifted to Singapore after China started efforts to exercise greater 

control over Hong Kong. For long, Hong Kong and Singapore have been competitors as global financial cen-

tres in Asia and in the last few months Singapore appears to be clearing winning the race. Hong Kong was 

one of the biggest centres for derivatives trading in Asia. 
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