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 Foreign portfolio investors or FPIs were net sellers in Indian markets in the first two weeks of September after being 

heavy buyers in August. FPIs pulled out Rs.2038 in September caution prevailed in view of the rising tensions in 

Ladakh and weak global cues. A total of Rs.3510 crore moved out of equities, while Rs.1472 crore was pumped into 

debt in the first 11 days by FPIs. Global investors had pumped in a record $6.5 billion into Indian equities in August, at 

a time when rest of Asia saw outflows to the tune of $6.25 billion. Rising cases of COVID infections in India is also 

taking its toll on the markets. 

 

 If there was one word to describe the stocks markets in the previous it would be Reliance. Out of the top 10 companies 

by market cap, 4 companies added Rs.301,848 crore. However, this number could be misleading at Reliance Industries 

alone accounted for Rs.251,067 crore of this accretion in market value.  During the week, the stock of RIL crossed $200 

billion in market cap after it placed a $1 billion stake with Silver Lakes PE Fund and KKR was queuing up for a $1.5 

billion stake. The big boost came from market reports that Amazon could take a 40% stake in Reliance Retail for $20 

billion. Apart from Reliance; TCS, HUL and Infosys were the stocks that added positively to the market cap. Among 

the laggards, HDFC twins, Airtel, Kotak Bank, ICICI and ITC saw their combined market value dropping by Rs.54,801 

crore. 

 

 India's 12 major ports saw a sharp fall of 16.6% in cargo handling at 245.04 MT in the Apr-Aug period. August is the 

fifth straight month of decline in port volumes. These 12 ports had handled total volume of 293.67 MT of cargo in Apr-

Aug 2019. Out of the 12 principal ports, Chennai, Cochin and Kamrajar saw cargo volumes dip by about 30% while 

Mumbai’s JNPT and Kolkata port suffered 20% plus drop in volumes during the Apr-Aug period. The onset of COVID-

19 resulted in sharp declines in handling of containers, coal and POL commodities. These 12 ports handle 61% of In-

dia’s total cargo traffic annually.  

 

 There is little progress on power reforms with distributor outstanding to gencos rising continuously. Distributor out-

standing is up 36% to Rs.129,000 crore in July 2020. This is marginally lower than the outstanding of Rs.130,118 as of 

Jun-20. The problem is that nearly 90% of this amount is overdue; that means it has crossed the 60 days grace to dis-

coms. It may be recollected that in May the government had announced Rs.90,000 crore funding infusion for discoms 

from PFC and REC. Discoms in Rajasthan, Uttar Pradesh, Telangana, Andhra Pradesh, Karnataka and Tamil Nadu ac-

count for the bulk of the dues. 

 

 Mutual funds have been selling in Indian equity markets and that is hardly a surprise considering that equity funds have 

seen net selling in the last 2 months. MFs pulled out Rs.17,600 crore from equities in Jul-Aug 2020. In contrast, Indian 

mutual funds had made a net investment of Rs.39,755 crore equities during Jan-Jun 2020. While liquidity considera-

tions led to MF redemptions, there is also a huge shift to direct equities as is evident from the sharp spurt in demat ac-

counts. Between equity funds and aggressive hybrid funds, the total MF redemption in July and August has been close 

to Rs.19,000 crore. 

 

 As SEBI announced that multi-cap funds must have a minimum of 25% each invested in mid caps and small caps, mar-

kets celebrated expecting a rally in small stocks. But, such celebrations may be premature. MFs are already looking for 

various options to avoid basket selling of large caps and basket buying of small and mid caps; where liquidity is a major 

concern. One way would be to merge multi-cap schemes with large-and-mid cap schemes. Alternatively, multi-cap 

schemes can be converted into thematic schemes that do not have any such restrictions. Another option could also be to 

merge such schemes and consolidate appropriately. Nilesh Shah of AMFI has already clarified that funds have time till 

end of Jan-21 to implement this change, so any strategy response will be thoroughly deliberated. 
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