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6th October, 2020 
 

Economic recovery taking shape  

Expectations of a stimulus package from the government and firm global cues helped Indian markets to 

recover from the sell-off in September-2020. The BSE-30 and Nifty-50 indices fell 1.5% and 1.2% in 

September while BSE Mid-cap and BSE Small-cap indices gained 0.3% and 3.7%. Investors are eyeing the 

RBI monetary policy and awaiting a second stimulus package from the government side before the festive 

season. We believe the Monetary Policy Committee's stance will continue to be accommodative and 

supportive of economic growth, although we may not see any rate cut 

 

In September, global equities (-3.97% m/m) registered its first monthly decline after months of recovery 

from the March sell-off. During the month, NASDAQ index once dipped into correction territory (by falling 

more than -10% from the recent peak). With less than a month to the US elections, we continue to expect 

a volatile market, having Covid-19 in the background and political tensions between the US and China 

likely to remain elevated. After surpassed the USD2,000/oz mark in August, gold traded weaker last month 

(now at ~USD1901.3/oz), but we continue to favour the yellow metal in a diversified portfolio   

 

As India’s GDP growth outlook falters, earnings visibility remains murky across sectors. The financial sector 

has been the biggest laggard and expectedly so, as GDP contraction aggravates NPA risk.The recent rally 

across mid- and small-caps is yet to bring about a reversal of the long-term bearish trends that began in 

Jan '18. Performance of these indices continues to diverge from that of large-cap indices, though we do 

note a common thread of outperformance among pharma, chemical and IT companies across market cap. 

Energy and telecom are yet to catch up as macro concerns over regulations and economic recovery weigh 

heavy. Financials, consumer and industrials face emerging earnings downgrade risks stemming from 

pandemic unknowns. 

 

Post RBI’s announcement on restructuring on August 6, 2020, the KV Kamath Committee submitted its 

recommendations on financial parameters to be factored in for restructuring of Covid-19 corporate stress. 

The report indicates sector specific leverage and debt servicing metrics to be gauged by lenders in lieu of 

restructured accounts by FY22, FY23E. As per guidelines, borrowers that were classified as standard or 

SMA-0 (less than 30 days default) with the lending institution as on March 1, 2020, would be eligible for 

resolution. Such stricter norms for restructuring, coupled with limiting the maximum restructuring tenure 

at two years for the residual tenure, would ensure only eligible businesses get restructured. Thus, 

restructuring norms are seen providing support to eligible borrowers and provide the needed breather to 

lenders   

 

The economy continued to improve in September which was reflected in high frequency data like Auto 

sales and PMI numbers. The manufacturing PMI for September pointed to a very strong rebound in 

manufacturing as it improved to 56.8 in September from 52.0 in August. This is the highest reading for the 



             

 

2 

 

indicator since January 2012. The reading was driven by majority of the component including new orders, 

production, export sales, input stocks along with an improvement in business confidence 

 

Unlock 5.0 carries forward the momentum from unlock 4.0 with the Government announcing significant 

incremental relaxations. Unlock 5.0 has mostly been along the expected line that the Government will 

keep reopening the economy gradually as the Covid-19 situation keeps improving. Due to lockdowns in 

April and May there is pent up demand which along with inventory buildup prior to the festive season and 

continued opening up of the economy should lead to further improvement in economic activities over the 

next month or so.   

 

The Parliament passed The Essential Commodities (Amendment) Bill 2020. The stated objective of the 

amendment is to make sure that farmers get remunerative prices for their produce, and large scale private 

investment in agriculture related infrastructure (cold stores, warehouses and agro processing industry) 

could be attracted. This amendment was considered necessary to achieve the objectives of The Farmers 

(Empowerment and Protection) Agreement on Price Assurance and Farm Services Bill, 2020, that enables 

contract farming and forward contracts in agriculture produce. 
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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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