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14th July, 2020 

The market rallies ahead of itself 
 

The global equity markets started the month of July 2020, on a high note driven by continued monetary & fiscal 

support (~$10 Trillion), improvement is select US economic indicators and hopes of a Covid vaccine. In addition to 

positive US data the consistent improvement in Chinese PMI further buoyed the sentiments. On the domestic front 

the timely arrival of monsoon & robust start to Kharif sowing, resumption of economic activity, hopes of a Covid-19 

vaccine and strong liquidity flows kept market sentiments upbeat. In addition the falling yields across asset classes 

is further strengthening the flows towards Equity and Gold investment. In our view despite these early signs the 

continuation of rise in economic activity and recovery in macro indicators needs to be watched closely in the near 

term as the pandemic is intensifying in many emerging markets and developing economies. 

 

The IMF in its June 2020 forecast projected a cumulative loss of over $12 trillion in next 2 years to the global 

economy while forecasting a deeper recession for CY2020, contraction of 4.9% and partial recovery, growth of 5.4% 

in CY2021. (both revised downwards compare to Apr 2020 forecast) 

 

The southwest monsoon has made swift progress, covering most parts of India except parts of Rajasthan, Punjab 

and Haryana nearly 2 weeks ahead of schedule and has been 22% excess of long period average till June 24. The 

quicker expansion of the monsoon has prompted hopes of a rural sector-led economic recovery. According to 

recent Niti Aayog assessment, the farm sector is likely to be the bright spot in the economy, growing at least 3% in 

2020-21 on the back of good rains. The decent farm output keeps check on food inflation while better harvests 

boosts rural incomes and spending.   

 

India has surpassed Russia in reported COVID19 cases to become the third worst affected country in the entire 

world. However, the current recovery rate stands at 63% with one of the lowest case fatality rates among majorly 

affected countries. With the opening up of the economy, the addition in new cases is more than 20k on a daily 

basis since the last one week but the curve is showing signs of flattening which is encouraging. Government is 

implementing a balanced approach in opening the economy by dividing regions into Green, Orange & Red zones. 

 

The exceptional support by major central banks have aided the strong recovery in financial conditions while 

preventing a financial crisis and avoiding worse real outcomes. Globally the equity prices have rebounded, credit 

spreads narrowed, portfolio flows to emerging markets and developing economies have stabilized and currencies 

strengthened despite grim real outcomes. The disconnect between real and financial markets is raising concerns of 

excessive risk taking and is a significant vulnerability. The pick-up in economic activity remains uneven across 

sectors and geographies. On one hand, the pent-up demand is leading to a surge in spending in sectors such as 

retail while contact-intensive services sectors like hospitality, travel, and tourism remain depressed. Given these 

uncertainties we advise investors to stay cautious. 
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The Nifty index rallied from 7610 to 10764 after making a bottom on 23rd Mar 2020 with a 5% rally in the month of 

June. In this massive rally, the top 15 stocks have contributed more than 75% to the rally while the remaining 35 

stocks have contributed only 24%. Also, 51% of the rally is driven by 5 Names: Reliance, HDFC twins, Infosys, TCS. 

Market Valuations: optically expensive, fairly valued beyond top 10 names. Nifty is currently trading at 20.0x on 

12m fwd PE, 2 std above its long-term average. The Divergence Between returns of top 10 vs. remaining 40 

constituents has brought Nifty into an expensive zone. But beyond top 10 names Nifty looks less expensive which 

opens the market up for participation in Midcaps and Small caps. Stock picking and focused portfolio could still 

result in decent returns. 
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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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