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18th August, 2020 

Market sentiment boosted by monsoon and liquidity  

Indian economy is currently reeling with the ongoing Covid-19 pandemic severely impacting the 

economic activities as the country was under complete lockdown from the last couple of months. From 

the month of August 2020, Unlock 3.0 has been announced under which minor relaxations have been 

provided to kick-start the growth cycle again. The ongoing pandemic has definitely hit all sectors but the 

agriculture sector is signalling a point of positivity. 

In the past two months of June and July 2020, Indian soil witnessed approximately 30% more rainfall 

above the average monthly figures. The Indian meteorological department has predicted an above 

average monsoon rains for the second straight year fuelling hopes of rise in farm output and rural 

demand for various products and industries as a whole. 

The southwest monsoon plays a significant role in India's growth story and because it accounts for 

70-75% of the total rainfall that country absorbs in a year and is therefore, of high significance in the 

agricultural calendar as well. A healthy monsoon season might be positive on the sentimental point of 

view as a good part of the economic growth depends on monsoon movement which in turn decides the 

fate of the agricultural output. 

There are many reasons why monsoon and agriculture activities play a very vital role. Agriculture sector 

may contribute around 15-17% of the GDP but directly or indirectly it accounts for 65% of jobs which has 

a significant impact on the demand outlook. Historically, the monsoon clouds and D-Street movement 

have one thing in common that both are unpredictable. But what is predictable is how the monsoon will 

impact a few sectors and it becomes important for investors to have the right type of investment during 

the current pandemic conditions. As good monsoon is directly proportional in uplifting rural spending, 

many industries are likely to see a rise in demand of their products and services. 

Most beneficial industry would be the FMCG (fast moving consumer goods) as the higher purchasing 

power of rural India would increase the demand of their products. This will reduce input costs; improve 

financial performance such as rise in margins and net sales. If this is the case, then stocks will also see 

positive performance in their valuation. 

The improvement in rural consumer sentiment will benefit the two-wheeler and low-cost four-wheeler 

segment as well. Even the tractor sales are expected to increase tracking demand for good cultivation in 

the agricultural lands. However, sales in the urban areas may get impacted due to the industrial 

slowdown amid the Covid-19 pandemic. The sales of the fertilizer companies usually deliver record high 

numbers near the monsoon season amid rise in demand from the rural areas. We have already seen 

record production from some known fertilizer companies in the recent past indicating higher sales 

activity. 
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Apart from Monsoon, Indian equity markets will also have a close watch on how the economy digests 

the current slowdown caused due to pandemic and how the economic activities rise back to pre covid 

levels. At the same time, market participants will also have a close check on the global market 

movements along with domestic economic outlook and even the result season which would have a 

direct impact on the sentiments of the market.  
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For accessing previous newsletters, refer to the uploads here on SlideShare 

For any feedback or sales queries, feel free to write to us on pms@adroitfinancial.com 

 

Disclaimer 

SEBI Reg No: INP000005349  

Investing in securities involves certain risks and considerations associated. The value of the portfolio investments may be affected generally by 

factors affecting financial markets, such as price and volume, volatility in interest rates, currency exchange rates, changes in regulatory and 

administrative policies of the Government or any other appropriate authority (including tax laws) or other political and economic 

developments. Consequently, there can be no assurance that the objective of the Portfolio would be achieved. The value of the portfolios may 

fluctuate and can go up or down. Prospective investors are advised to carefully review the Disclosure Document, Client Agreement, and other 

related documents carefully and in its entirety and consult their legal, tax and financial advisors to determine possible legal, tax and financial or 

any other consequences of investing under this Portfolio, before making an investment decision. The Stock(s)/Sector(s) mentioned in this 

material do not constitute any recommendation of the same and the portfolios may or may not have any future positions in these 

Stock(s)/Sector(s). The composition of the portfolio is subject to changes within the provisions of the disclosure document. The benchmark of 

the portfolios can be changed from time to time in the future. Trading volumes, settlement periods and transfer procedures may restrict the 

liquidity of investments in portfolios. Individual returns of Clients for a particular portfolio type may vary significantly from the data on 

performance of the portfolios depicted in this material. This is due to factors such as timing of entry and exit, timing of additional flows and 

redemptions, individual client mandates, specific portfolio construction characteristics or structural parameters, which may have a bearing on 

individual portfolio performance. Neither the Portfolio Manager nor Adroit Financial Services Private Limited shall be in any way liable for any 

variations noticed in the returns of individual portfolios. The Client shall not make any claim against the Portfolio Manager against any losses 

(notional or real) or against any loss of opportunity for gain under various PMS Products, on account of or arising out of such circumstance/ 

change in market condition or for any other reason which may specifically affect a particular sector or security, including but not limited to 

disruption/prohibition/ discontinuation/ suspension of trading in a particular Security including any index or scrip specific futures/ options or 

due to any act of Company, Market Intermediary by SEBI or any other regulatory authority which may result in trading in such security (ies) 

being completely or partially affected, to which the Portfolio Manager has taken exposure/ proposed to take exposure and is unable to take 

additional exposure/ restrain him from taking any position in a particular equity. Actual future gains or losses could materially differ from those 

that have been estimated. The recipient(s) alone shall be fully responsible/are liable for any decision taken on the basis of this material. All 

recipients of this material should before dealing and/or transacting in any of the products referred to in this material make their own 

investigation, seek appropriate professional advice. The investments discussed in this may not be suitable for all investors. Financial products 

and instruments are subject to market risks and yields may fluctuate depending on various factors affecting capital/debt markets. There is no 

assurance or guarantee that the objectives of the portfolio will be achieved. Please note that past performance of the financial products, 

instruments and the portfolio does not necessarily indicate the future prospects and performance thereof. Such past performance may or may 

not be sustained in future. Portfolio Manager’s investment decisions may not be always profitable, as actual market movements may be at 

variance with anticipated trends. 
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