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When chips are down, we need to stand up 
 

Everybody has a plan, until [he] is punched in [the] face – Mike Tyson, Boxer 
 

We need to acknowledge that the Covid-19 outbreak has indeed punched us in the face, 
and the blow has been severe. To thump the table and design a portfolio strategy very 
credibly will require the combination of a soothsayer and epidemiologist, and we are 
none. However, a moment of dispassionate reflection will reveal that mankind, and 
more so Indians, have been accustomed to taking punches often. So we need to 
internalize and learn to deal with them. Even Mike Tyson would agree with two critical 
truths that are relevant for the present discourse: first, each punch is different in 
intensity and where it lands, and second, there are ways of countering even the most 
blinding of punches. In the coming pages, we intend to, rather audaciously, suggest these 
countering measures in this easy-to-understand report. 

▪ We set the platform with a simplified assessment of the Covid-19 pandemic and its 
implications (without getting into wild predictions about how and when it will end). Our 
analysis points to a ray of hope, which we believe can fructify into something better in 
the coming weeks. 

▪ We study how authorities have reacted to crises in the past, what measures have already 
been taken this time around, and what more is likely. This can be criticized as rear-view 
driving, but in addition to looking ahead, a driver has to repeatedly look at the rear-view 
mirror. We outline the case for both V-shaped and U-shaped recovery. 

▪ We then outline two possible scenarios from hereon and our portfolio 
recommendations under both:  

▪ Scenario 1 (70% probability) – Recovery starts from H2CY20: Covid is contained in 
India by June’20 and globally sometime before CY20-end. Portfolio to have 80% equity 
and 20% “safe-haven” assets. Equity portfolio below. 

▪ Scenario 2 (30% probability) – Recovery starts from CY21 only as Covid lasts through 
CY20 and global recession is long. Defensive portfolio with equity allocation of 50% for 
now (and gradually hiked to 75% over next six months) and the remaining to be 
deployed in safe haven assets like gold and govt bonds. Equity portfolio below. 

▪ We suggest that investors could as well choose any one of the scenarios that they feel 
comfortable with, given the highly dynamic situation that we are facing. 

Scenario 1 - Recovery stars from H2CY20 Scenario 2 - Recovery starts in CY21 

Company Weight - % 

HDFC 10% 

ICICI Bank 7% 

Kotak Mah Bank 4% 

Bajaj Finance 4% 

Bajaj Auto 5% 

Amara Raja 5% 

Reliance Inds 8% 

Bharti Airtel 4% 

TCS 6% 

Tech Mahindra 4% 

Alembic Pharma 5% 

Cadila Healthcare 5% 

Dabur 6% 

Polycab 4% 

Alkyl Amines 5% 

Galaxy Surfactants 5% 

Tata Metaliks 4% 

Orient Refractories 4% 

Shree Cements 5% 

 Total 100% 
 

Company Weight - % 

HDFC 8% 

ICICI Bank 4% 

Muthoot Finance 3% 

Maruti Suzuki 5% 

Reliance Inds 8% 

Bharti Airtel 7% 

TCS 4% 

Tech Mahindra 3% 

Alembic Pharma 5% 

Abbott 5% 

Cadila Healthcare 4% 

Dr Lal Pathlabs 4% 

Hindustan Unilever 8% 

Dabur 7% 

Nestle 5% 

Alkyl Amines 5% 

Galaxy Surfactants 5% 

Ion Exchange 5% 

Shree Cements 5% 

 Total 100% 
 

  Source: MNCL Research  
 

 
 
  

NIFTY Trailing P/E History 

 
Source: MNCL Research 

 
 

Market Cap to GDP – 10 yrs lows reached 

 
Source: MNCL Research, RBI, Bloomberg 

 
 

What’s Inside 

▪ Unique insight on Covid-19 pandemic 

▪ Case for V-shaped & U-shaped recovery 

▪ Two possible scenarios for the recovery 

▪ Portfolio recommendations for each 
scenario 
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Coronavirus pandemic - huge damage already 
done, but is there some hope amid the gloom? 

The Covid pandemic has surprised the world with its ferocious speed of spread from early March 2020 
which surprisingly coincided with peaking of new cases in China. The spread of Covid has since engulfed 
almost every country on the planet and has seen exponential growth in several regions even as China 
has seen no relapse of outbreak in any region. The breakneck speed of the spread has caused huge 
damage to both human life and economic conditions already. The two key questions that most people 
and investors alike have in their mind are 1. When could the new cases start slowing and how to 
ascertain the same and 2. Is there some seasonality angle to the pandemic which keeps it less lethal in 
certain regions and could help in getting it eventually under control. We try and do fact based analysis 
on the above two areas. 

I - Coronavirus Situation Globally - Tale of Two Halves 

Our careful analysis of cases across the globe reveals a rather interesting insight into the Coronavirus 
situation globally. Our analysis shows that Coronavirus situation can be seen as a “Tale of Two Halves” 
at a global level (refer exhibit 1) in the sense that countries with higher temperature (>20 degree Celsius) 
have significantly less cases as well as deaths (per capita of their population as well as absolute level) vs 
countries with low temperatures (<20 degree Celsius).  

We took the data of all nations with more than 500 cases reported till date for our analysis and divided 
this set into two baskets of HOT nations basket (>20 deg) and COLD nations basket (<20 deg). We then 
compared the per capita cases as well as per capita deaths on account of Covid in these two baskets 
and found that per capita cases in HOT nations basket were about 1/20th of those in COLD nations 
basket while death rate was 1/30th in HOT nations basket vs COLD nations basket. We are not sure 
what this fact-based dataset really points to, but we can only hope that this trend is maintained and is 
indeed a sustainable trend which can hopefully benefit the whole globe, based on evolving weather 
conditions. Of course, this fact might need more scientific and medical research to draw concrete 
conclusions about the pandemic.  

 Covid has been much less lethal in HOT nations on the planet* till date 

 
Source: Worldometers, MNCL Research, *All Nations with more than 500 cases as on 2 April 2020 considered for analysis 

  

16.3

286.8

0.5
15.4

0.0

50.0

100.0

150.0

200.0

250.0

300.0

350.0

HOT Countries (>20 Deg Celcius) COLD Countries (<20 Deg Celcius)

Analysis of Coronavirus Situation - HOT vs COLD Nations 

Case/Mn Deaths/Mn

No. of Countries: 20
Population: 2561 mn
Total Cases: 41,621
Total Deaths: 1,236

No. of Countries: 47
Population: 3370 mn
Total Cases: 966,539
Total Deaths: 52,007

TOTAL CASES ~ 20X

TOTAL DEATHS ~ 30X



 

 

 

4 
Special Report 

Tough Portfolio for Rough Times 
 

II - Coronavirus cases – how to ascertain whether the peak is 
near 

The key question in everyone’s mind is when Covid-19 starts peaking globally and how to ascertain the 
same when it starts to happen. We believe there are two ways of doing the same  1. By tracking the pace 
of growth in daily new cases and 2. By tracking the daily cases moving average lines closely. A simple 
analysis (Refer Exhibit 2) of new cases/day (ex-China) shows that new cases/day have been doubling 
every 5-6 days in whole of March with an exponential increase from just 1,775 cases/day on March 1 to 
15,700 cases/day on March 17 and 64,500 cases/day on March 27. We would first watch out for slowing 
in this pace of growth and believe that first positive sign would come when new cases/day either 
increase at a decelerating rate (say double from here in 15 days and not 5 days), or don’t double at all 
and they stay in a range for next 15-20 days, or start reducing on per day basis in coming weeks (best 
case). Secondly, to ascertain that new cases/day would have peaked, we believe that the study of four 
trend lines (cases/day and its 3/5/7 day moving avg lines) would be useful and when we notice the fall 
in all four lines for the first time, it could signal that the peak in terms of new cases has been reached. 
We would advise investors to focus on the below two charts rather than absolute numbers to ascertain 
whether the pandemic situation is reaching its peak globally in coming weeks. 

As we can see from charts below, the per day new cases have thankfully not doubled in last 5-6 days 
(Exhibit 2) but the trend in Exhibit 3 shows that the moving average lines (3,5,7 day lines) are still 
trending up consistently, which remains a cause of worry.  

 New cases have been doubling every 5 days in Mar 
(Ex-China new cases reported/day) 

 Covid would peak only when all 4 lines start to drop 

  
Source: Worldometers, MNCL Research Source: Worldometers, MNCL Research 
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Are we revisiting 2008-09 economic crisis? 

The economic upheaval caused by the Covid-19 outbreak has revived memories of the 2008-09 global 
financial crisis (GFC) – “recession chatter, bloodbath on stock markets, governments and central banks 
loosening the purse strings”. Valuations of safe heaven assets have spiked sharply in last one month – 
gold prices touched multi-year highs (since Dec’2012) at $1,704/oz while bond yields on 10-year US 
treasury paper fell to all time low levels of 0.36% (bond prices & yields are inversely related). Volatility 
in the equity markets have risen to levels last seen during the 2008-09 crisis. 

 Gold prices and US 10-year Treasury Yield (monthly chart) since Jan’ 2007 

  
Source: Tradingview.com, MNCL Research Source: Tradingview.com, MNCL Research 

Financial markets are alluding to global recession and many market participants are even comparing the 
current crisis to the GFC in 2008-09. Technically, global equities have entered into a bear phase, 
correcting by >20% from their recent highs; Indian markets are no exception. Before drawing a straight 
line between equity sell off and real economy, we have to be conscious of the fact that every bear market 
is not necessarily recessionary and secondly, recession induced by the current pandemic crisis could be 
different from what we witnessed during the GFC. By saying this, we are not trying to undermine the 
recession threat posed by Covid-19 but want to differentiate it from other types of recessions which 
could have more severe economic fallout.  

Recessions induced by policy actions and stress in the financial sector can be more serious and 
longstanding, as they reflect structural problems in the economy, which are much harder to combat; the 
Great Depression in 1929 and Global Financial Crisis of 2008-09 are classic examples of the severity of 
these two types of recessions. Contrary to this, recessions caused by exogenous events such as the 
current pandemic, tend to be more benign than the other two types, as they represent potentially severe 
but essentially transient demand and/or supply shocks till the disruption subsides.  

However, we can’t deny the possibility that the longevity of the current crisis can cause structural 
damage to the economy which can potentially escalate the recession phase. There are concerns about 
the rising non-financial corporate debt and the vulnerability of European Banks (over the possibility of 
sovereign default by Italy) but the damage is not likely to be as severe as it was in 2008-09. Banks 
elsewhere are well capitalized and financial sector is in much better shape than it was decades back. 
Moreover, central banks worldwide have been quite proactive in cutting down the interest rate and 
infusing liquidity in the system. 
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Every crisis is different but different coping mechanisms 
develop as well 

The lockdown following COVID-19 breakdown (for non-essentials) and its consequent impact on the 
health of the Indian economy is reminiscent of, but also different from past episodes of external 
breakdowns - the global financial crisis (2008-09) or the “taper tantrum” of 2012, and also the internal 
and more recent challenges arising from implementation of GST (2017), demonetization (Nov-2016) or 
the NBFC crisis (Sept-2018). Each of these episodes were unique (both from its occurrence and 
characteristics/behavior) and hence saw regulators quickly respond by introducing policy measures – 
both fiscal and monetary, in a bid to ensure continuity and health of the economy. 

The global financial crisis was characterized by the break-down of select large financial conglomerates 
and its subsequent impact on the global economy; the tapering of quantitative easing (QE) that started 
in late 2008 by the US was subsequently reduced in late 2012 on signs of revival in the economy. The 
challenges faced on account of demonetization or NBFC crisis-led breakdown had its bearing on the 
economy, but the impact was largely felt by select sectors or unorganized segments. The current 
breakdown, while being global in nature is pandemic- i.e. health-related (vs. financial crisis), and hence 
merits different approaches to ensuring financial stability and health of the economy.  

The point to note is that in all such events in recent memory, the RBI-GoI duo has been active and 
proactive. The current crisis is of a medical origin and hence requires efforts on several other fronts, but 
economic action has already begun, and more capacity thereon can be created as time passes. This is 
however, not to suggest that solutions will be easy, neither are we in a position to comment on the 
possible effectiveness and adequacy of these solutions. The first signs of efforts initiated though are 
encouraging. 

RBI + Government: Number of measures announced, more likely: Regulators – 

Government, RBI and various other regulators have been quick enough to respond to the requirements 
following the nation-wide lockdown. A slew of measures – social, monetary and compliance have been 
announced, aimed at ensuring stability and health of the economy.  

On the social security front: The government’s Rs1.7tn Pradhan Mantri Gareeb Kalyan Yojana 

(PMGKY) is directed at providing food and income security to the bottom-of-the-pyramid population. 
Some of the finer aspects therein included: 

▪ Food security with extra 5 kg of rice/wheat and 1 kg of pulses per month for the next three months 
to 800mn individuals; 

▪ Direct cash transfers to 200m Jan Dhan accounts with women beneficiaries, 50m NREGA workers, 
87m farmers in PM-KISAN, 30m senior citizens/widows/others; 

▪ Employment support through payment of entire PF contribution for three months for 8m low-wage 
workers in smaller firms, and transfer to 35m construction workers; 

▪ Enhanced credit support to 70 mn low-income households through women self-help groups. 

On the monetary front: RBI has announced measures directed at ensuring adequate liquidity in the 

system and providing moratorium/deferment on interest payment. Some of the aspects therein include: 

▪ Reduction in policy rates – CRR cut by 100bps to 3%; relaxation on the requirement of minimum 
daily CRR balance; repo rate reduced by 75bps to 4.4%; reverse repo rate reduced to 4%. 

▪ Targeted Long-term Repo Operations (TLTRO) amounting to Rs1tn and MSF to the tune of Rs1.37tn. 

▪ Relaxation on NPA recognition norms through a 3-month moratorium on all term loans and 
deferment of interest payment on working capital facilities for 3-months). Forbearance on reporting 
of the default to CIC. 

▪ Deferment of NSFR till Oct, 2020 and relaxation on raising CET-1 of 625 bps by a period of six 
months. 
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We tried to look into the fiscal and monetary policy measures announced by the Government and RBI 
during the Global financial crisis of 2008-09 and compared it to measures jointly announced by the 
regulators.  

 Monetary and fiscal measures announced on two occasions 

 Global Financial Crisis Covid-19: Pandemic event 

 Measures announced over  
Oct'08 to Mar'09 

Mar'20 

Policy action   

 - CRR Reduction by 400bps to 5% Reduction by 100bps to 3% 

 - Repo rate Reduction by 350bps to 5.5% Reduction by 75bps to 4.4% 

 - Reverse repo Reduction by 2000bps to 4% Reduction by 90bps to 4.4% 

 - SLR  Reduced by 100bps to 24% Unchanged at 18.3% 

   

Liquidity measures 
Special refinance facility from RBI for upto 1% of bank's 
NBTL at the LAF repo rate 

1) TLTRO amounting to Rs1tn; MSF to the tune of 
Rs1.37tn.  

2) 2) TLTRO + MSF + CRR reduction to cumulative infuse 
Rs3.74tn of liquidity - equivalent to ~3.5% of overall 
systemic credit 

   

Asset quality 

Provisioning requirements for all types of standard assets 
stand reduced to a uniform level of 0.4% except in the 
case of direct advances to agricultural and SME sectors, 
which shall continue to be 0.25% 

1) Moratorium of three months on payment of 
instalments in respect of all term loans outstanding as on 
March 1, 2020.  
2) Deferment of three months on payment of interest wrt 
to working capital facilities in respect of all such facilities 
outstanding as on March 1, 2020.  
3) forbearance on NPA recognition to CIC following the 
above delay. 

   

Capital requirements 

1) All unrated claims, long term as well as short term, 
regardless of the amount of claim, on the corporates shall 
attract a 
uniform risk weight of 100%.  
2) Claims secured by commercial real estate would attract 
a risk weight of 100% as 
against the extant risk weight of 150%.  
3) Claims on NBFC-ND-SI shall be uniformly risk weighted 
at 100% 

1) Deferment of Net Stable Funding Ratio (NSFR) by six 
months to Oct, 2020 and 2) extending timeline towards 
raising of CET-1 by additional 625bps to Sept, 2020. 

Housing finance;  
Export Credit 
Refinance Facility 

1) HFC's were permitted to raise short- term foreign 
currency borrowings, under approval route, max amount 
not exceeding 50% of the NOF or $10m, whichever is 
higher.  
2) Export credit refinance (ECR) facility extended to 50% 
(vs. existing 15%). 

1) The time period for realization and repatriation of 
export proceeds for exports made up to or on July 31, 
2020, has been extended to 15 months from the date of 
export. 

Fiscal 

1) Additional plan expenditure of up to Rs 200 billion 
2) Rs 11 billion to ensure full refund of Terminal Excise 
duty 3) Rs 14 billion for textile sector under TUF Scheme 
and guarantee cover for loans to MSME doubled to Rs 10 
million 4) Interest subvention of 2% on export credit for 
labour intensive sectors  
5) Across-the-board 4% cut in excise duty to bring down 
the prices of cars, cement, textiles and other products 

Food and income security to the tune of Rs1.7tn to the 
bottom of the pyramid masses. 

Source: RBI, PIB, MNCL Research 
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Expansionary policy measures cannot be ruled out  

Drawing reference to the 2008-09 episode, we believe that the room for further reduction in policy rates 
remains limited - CRR / Repo rate at its lowest point. While RBI has ensured adequate systemic liquidity 
through TLTRO and MSF operations, norms on relaxation in the flow of liquidity towards the NBFC sector 
(special window / long-term money) cannot be ruled out. Further, in addition to moratorium/deferment, 
relaxation of provisioning requirements/extension of restructuring schemes could provide respite to 
entities facing cash-flow challenges. On the fiscal front – the measures announced to date have been 
limited (vis-à-vis 2008-09) and more focused on the social sector. Despite constraints on the fiscal front, 
we believe greater attention could be placed in the coming days on expansionary measures to boost the 
economy. 

It has been justifiably pointed out that we had more fiscal and monetary capacity post the Global 
Financial Crisis (e.g. relatively benign fiscal deficit and high repo/CRR to start with) which is now lacking. 
But that so-called ‘capacity’ has been declining ever since, but we still managed to tide over subsequent 
crises with new and innovative mechanisms. The measures this time have to be different (and they are), 
and not those adopted at the time of previous crises. Not to forget, lower commodity prices (read oil) 
have always benefited India. 

It is the rather strong possibility of these new measures being introduced that, among other factors, can 
steer us to a recovery. Whether it can be a more abrupt V-shaped, or a comparatively protracted U-
shaped one, is what we now turn to. 
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V-shaped or plausibly U-shaped recovery path 

Affected economies in the past had witnessed V-shaped recovery during the previous pandemic crises 
be it SARS, the 1968 H3N2 (“Hong Kong”) flu, 1958 H2N2 (“Asian”) flu, and 1918 Spanish flu. Under V-
shaped scenario, the economy suffers a sharp but brief period of economic decline with a clearly defined 
trough, followed by a strong recovery. Economists are expecting similar V-shaped recovery from the 
ongoing pandemic crisis. However, the chart below shows that the skepticism is growing about the 
global economic recovery in the second half of CY20.  

 Global GDP growth trajectory - Projections 

 
Source: Bloomberg article dated 31.03.2020, MNCL Research 

While the base case still remains that growth will rebound in H2CY20 but one can’t rule out prolonged 
phase of GDP contraction if the containment of the disease takes much longer time than expected. 
Under that scenario, we may expect a U-shaped recovery path which has a less-clearly defined trough. 
GDP may shrink for 2-3 quarters more and start returning to growth from first or second quarter of CY21. 

Chances of V-shaped recovery look more probable in India 

While it is too early to predict the timeframe for the expected economic recovery, there is a higher 
probability of GDP returning to growth path in H2CY20. So far, we have done well in containing the 
spread of Coronavirus and if we are able to flatten the infection curve by restricting the spread from 
reaching community level then we can expect early normalization of economic activity.  

However, Government has to play a major role in restoring the GDP growth to normal levels by rolling 
out aggressive stimulus package for the vulnerable sections of the economy, without worrying much 
about the fiscal deficit. Moreover, on the fiscal front, Government will get substantial relief from the 
multi-year low crude prices (as noted before) which are likely to remain subdued for an extended period, 
given the favourable demand-supply dynamics.  
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We see two scenarios emerging from here and 
advise portfolios for each of them  
We advise a well-balanced portfolio for each scenario. We bet on Scenario 1 but advise investors 

to make their own choice if they want. 

Scenario 1 – Economic recovery starts from H2CY20  

The scenario 1 (70% probability in our view) factors in negative impact of Covid-19 to largely subside by 
May 2020 end-early June 2020 in India (though globally it might take longer time with spread being 
deeper in certain geographies). We also believe that under this scenario, the economic recovery would 
start from June onwards and could pick up pace strongly in H2CY20 (from Q2FY21). We strongly believe 
that both India as well as majority of global economies were thankfully in a strong position with pro-
active central banks and the response to the health emergency has been both fast as well as satisfactory 
(if not perfect which can never be the case due to the peculiar nature of the situation). India on its part 
was proactive in enforcing a nation-wide lockdown well before the cases could rise and this could prove 
crucial in reducing the multiplier effect of the disease considerably.  Hence, once the impact of the 
pandemic starts receding, the recovery should be very swift and domestic economy would benefit from 
both lower oil prices (which also keeps inflation under control) and low interest rates. However, we 
realise the fact that losses incurred for the whole economy as well as several industries are still expected 
to be huge and hence there would be cautionary behaviour by both consumers (in terms of large ticket 
discretionary spending and more so on travel) as well as corporates (for committing large capex) for 
large part of FY21. In our Scenario 1, we expect India’s GDP to be very subdued for Q1FY21 but start 
recovering smartly from Q2FY21 aided by pent up demand as well as low base effect. Similarly, in this 
scenario we expect the global growth to remain in negative zone for H1CY20 but expect positive growth 
for H2CY20. We see markets having limited downside from current levels in this scenario as valuations 
have turned attractive at trailing 16x P/E for NIFTY after the sharp correction. 

The portfolio for Scenario 1 should be tilted towards equity (75-80%) and the remaining money to be 
deployed in safe haven assets like gold and government bonds. For the equity portfolio, we advise 
investors to choose high quality stocks from sectors which would ideally face limited damage while the 
growth is very low and recover strongly once the growth engine restarts. We also choose stocks from 
few sectors which are expected to remain relatively less impacted in the current scenario (Telecom, 
Pharma, Consumer Staples & Specialty Chemicals). We provide below the ideal portfolio for this scenario 
along with sector weights below:- 

 Equity Portfolio for Scenario 1  

Company Weight - % 

HDFC 10% 

ICICI Bank 7% 

Kotak Mah Bank 4% 

Bajaj Finance 4% 

Bajaj Auto 5% 

Amara Raja 5% 

Reliance Inds 8% 

Bharti Airtel 4% 

TCS 6% 

Tech Mahindra 4% 

Alembic Pharma 5% 

Cadila Healthcare 5% 

Dabur 6% 

Polycab 4% 

Alkyl Amines 5% 

Galaxy Surfactants 5% 

Tata Metaliks 4% 

Orient Refractories 4% 

Shree Cements 5% 

 Total  100% 
 

Sector Weight - % 

Financials 25% 

Auto 10% 

Telecom/Diversified 12% 

IT 10% 

Pharma 10% 

Consumer 10% 

Specialty Chemicals 10% 

Industrials 8% 

Cement 5% 

 Total 100% 
 

Source: MNCL Research  
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Scenario 2 - Deep global recession in CY20 and severe 
slowdown in India in FY21 

Scenario 2, which is also our ‘worst case scenario’ (30% probability in our view) factors in large as well 
as prolonged period of negative impact of Covid with the spread of disease not subsiding quickly and 
any episodes of slowdown in cases just act as false hopes, which trigger re-occurrence of the pandemic, 
with the ultimate solution coming through either sophisticated medication and/or vaccines. Under this 
scenario, we expect global recession to be very severe and last through most of CY20, and this would 
have a ripple on effect on India’s growth through slowdown in export demand as well as foreign flows 
(apart from domestic slowdown due to the pandemic itself) and hence growth recovery in India also 
gets shifted to sometime in H2FY21. Under this scenario, we see the fiscal deficit ballooning significantly, 
and also rising NPA in several sectors and vulnerable corporates, which could then snowball into large 
job losses and low-income growth. In this scenario, losses incurred for the whole economy as well as 
majority of industries are expected to be huge and hence there would be both demand and supply side 
freeze for most of H1FY21. We also expect cautionary behaviour by both consumers (in terms of 
spending on most items apart from essentials) as well as corporates (ranging from hiring to pay hikes to 
committing capex) for almost whole of FY21. We see markets having further downside from current 
levels in this scenario as valuations would remain subdued for long and FY21 earnings could well report 
a negative growth. 

The portfolio for Scenario 2 should be a defensive portfolio with equity allocation of around 50% for 
now (and gradually hiked to 75% over next six months) and the remaining money to be deployed in 
safe-haven assets like gold and government bonds. For the equity portfolio, we advise investors to 
choose high-quality stocks from sectors which would ideally face limited damage while the growth is 
very low and recover strongly once the growth engine restarts. We also choose stocks from few sectors 
which are expected to be less hurt in the current scenario (Telecom, Pharma, Consumer Staples & 
Specialty Chemicals). We provide below the ideal portfolio for this scenario along with sector weights 
below:- 

 Equity Portfolio for Scenario 2  

Company Weight - % 

HDFC 8% 

ICICI Bank 4% 

Muthoot Finance 3% 

Maruti Suzuki 5% 

Reliance Inds 8% 

Bharti Airtel 7% 

TCS 4% 

Tech Mahindra 3% 

Alembic Pharma 5% 

Abbott 5% 

Cadila Healthcare 4% 

Dr Lal Pathlabs 4% 

Hindustan Unilever 8% 

Dabur 7% 

Nestle 5% 

Alkyl Amines 5% 

Galaxy Surfactants 5% 

Ion Exchange 5% 

Shree Cements 5% 

 Total 100% 
 

Sector Weight - % 

Financials 15% 

Auto 5% 

Telecom/Diversified 15% 

IT 7% 

Pharma 18% 

Consumer 20% 

Specialty Chemicals 10% 

Industrials 5% 

Cement 5% 

 Total 100% 
 

Source: MNCL Research  

The significant number of common stocks in scenarios 1 & 2 is not surprising as the core of the basis of 
choice is same – high quality and relative safety. It is only the degree of aggression that differs a tad in 
these two cases.  
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The Final word – not easy to choose between scenarios due to 
highly dynamic situation, so investors can take their own pick 

While we at Monarch are betting on Scenario 1 to play out (we have assigned 70% probability to this), 
but we honestly admit that the trajectory of Covid-19 pandemic from here would still make a huge 
difference to whether Scenario 1 plays out or Scenario 2 (deep global recession) occurs unfortunately. 
We would like to advise investors to take their own pick between these two scenarios and design their 
portfolios accordingly.  

Lastly, we wish our investors a sound health and solid investment journey in these tough times, 
which could end up being one of the best investment opportunities for the next decade!   
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Disclaimer: Monarch Networth Capital Limited (hereinafter MNCL), a publically listed company, is engaged in services of retail broking, credits, portfolio management 
and marketing investment products including mutual funds, life & general insurance and as such prepares and shares research data and reports periodically with 
clients, investors, stake holders and general public in compliance with Securities and Exchange Board of India Act, 1992, Securities And Exchange Board Of India 
(Research Analysts) Regulations, 2014 and/or any other applicable directives, instructions or guidelines issued by the Regulators from time to time.  

Research report is a written or electronic communication that includes research analysis, research recommendation or an opinion concerning securities or public 
offer, providing a basis for investment decisions. The views expressed therein are based solely on information available publicly/internal data/other reliable sources 
believed to be true. The information is provided merely as a complementary service and do not constitute an offer, solicitation for the purchase or sale of any 
financial instruments, inducement, promise, guarantee, warranty, or as an official confirmation of any transactions or contract of any kind.  

Research data and reports published/ emailed/ text messaged via Short Messaging Services, Online Messengers, WhatsApp etc/transmitted through mobile 
application/s, including but not limited to FLIP™, Video Widget, telephony networks, print or electronic media and or those made available/uploaded on social 
networking sites (e.g. Facebook, Twitter, LinkedIn etc) by MNCL or those recommendation or offers or opinions concerning securities or public offer which are 
expressed as and during the course of “Public Appearance” are for informational purposes only. The reports are provided for assistance and are not intended to be 
and must not alone be taken as the basis for an investment decision. The user assumes the entire risk of any use made of this information. Though disseminated to 
clients simultaneously, not all clients may receive the reports at the same time. MNCL will not treat recipients as clients by virtue of their receiving this report.  

The reports include projections, forecasts and other predictive statements which represent MNCL’s assumptions and expectations in the light of currently available 
information. These projections and forecasts are based on industry trends, circumstances and factors which involve risks, variables and uncertainties. The actual 
performance of the companies represented in the report may vary from those projected. The projections and forecasts described in this reports should be evaluated 
keeping in mind the fact that these-  

▪ are based on estimates and assumptions  

▪ are subject to significant uncertainties and contingencies  

▪ will vary from actual results and such variations may increase over a period of time  

▪ are not scientifically proven to guarantee certain intended results  

▪ are not published as a warranty and do not carry any evidentiary value.  

▪ are not based on certain generally accepted accounting principles  

▪ are not to be relied on in contractual, legal or tax advice.  

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice. Reports based 
on technical analysis is focused on studying charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals and as 
such, may not match with a report on a company's fundamentals.  

Though we review the research reports for any untrue statements of material facts or any false or misleading information, , we do not represent that it is accurate 
or complete and it should not be relied on in connection with a commitment or contract whatsoever. Because of the possibility of human, technical or mechanical 
error by our sources of transmission of Reports/Data, we do not guarantee the accuracy, adequacy, completeness or availability of any information and are not to 
be held responsible for any errors or omissions or for the results obtained from the use of such information. MNCL and/or its Affiliates and its officers, directors and 
employees including the analysts/authors shall not be in any way responsible for any indirect, special or consequential damages that may arise to any person from 
any inadvertent error in the information contained in the reports nor do they take guarantee or assume liability for any omissions of the information contained 
therein. Information contained therein cannot be the basis for any claim, demand or cause of action. These data, reports and information do not constitute scientific 
publication and do not carry any evidentiary value whatsoever.  

The reports are not for public distribution. Reproduction or dissemination, directly or indirectly, of research data and reports of MNCL in any form is prohibited 
except with the written permission of MNCL. Persons into whose possession the reports may come are required to observe these restrictions. Opinions expressed 
therein are our current opinion as of the date appearing on the report only. Data may be subject to update and correction without notice. While we endeavour to 
update on a reasonable basis the information discussed in the reports, there may be regulatory, compliance, or other reasons that prevent us from doing so.  

The reports do not take into account the particular investment objectives, financial situations, risk profile or needs of individual clients. The user assumes the entire 
risk of any use made of this information. Each recipient of the reports should make such investigation as deemed necessary to arrive at an independent evaluation 
of an investment in the securities of companies referred to in such reports (including the merits and risks involved).  

Certain transactions - futures, options and other derivatives as well as non-investment grade securities - involve substantial risks and are not suitable for all investors. 
Investors may lose his/her entire investment under certain market conditions. Before acting on any advice or recommendation in this material, investors should 
consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice. The price and value of investments referred to in research 
reports and the income from them may fluctuate. Transaction costs may be significant in option strategies calling for multiple purchase and sales of options. Foreign 
currencies denominated securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or price of or income derived from 
the investment. Investors in securities such as ADRs, the value of which are influenced by foreign currencies effectively assume currency risk.  

The recommendations in the reports are based on 12 month horizon, unless otherwise specified. The investment ratings are on absolute positive/negative return 
basis. It is possible that due to volatile price fluctuation in the near to medium term, there could be a temporary mismatch to rating. For reasons of 
valuations/return/lack of clarity/event we may revisit rating at appropriate time. The stocks always carry the risk of being upgraded to buy or downgraded to a hold, 
reduce or sell. The opinions expressed in the reports are subject to change but we have no obligation to tell our clients when our opinions or recommendations 
change. The reports are non-inclusive and do not consider all the information that the recipients may consider material to investments. The reports are issued by 
MNCL without any liability/undertaking/commitment on the part of itself or any of its entities.  

Recipients of the research reports should assume that entities of MNCL may receive commission, brokerage, fees or other compensation from the company or 
companies that are the subject of the reports. We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of 
reports/data/material, may, from time to time have 'long' or 'short' positions in, act as principal in, and buy or sell the securities thereof of companies mentioned 
therein or be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as market maker in the financial instruments 
of the company/ies discussed therein or act as advisor or lender/borrower to such company/ies or have other potential conflicts of interests with respect to any 
recommendation and related information and opinions.  
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We further undertake that-  

• No disciplinary action has been taken against the research analyst or MNCL by any authority in connection with their respective business activity.  

• MNCL, Research analysts, persons reporting to research analysts and their relatives may have financial interests and material conflict of interest in the subject 
company.  

• MNCL, Research analysts, persons reporting to research analysts and their relatives may have actual/beneficial ownership of 1% or more in the subject 
company’s securities, at the month immediately preceding the date of publication of this research report.  

Past performance is not a guide for future performance, future returns are not guaranteed and investors may suffer losses which may exceed their original capital.  

The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the companies mentioned in 
this report are organized may have restrictions on investments, voting rights or dealings in securities by nationals of other countries. 
Distributing/taking/sending/dispatching/transmitting this document in certain foreign jurisdictions may be restricted by law, and persons into whose possession this 
document comes should inform themselves about, and observe any such restrictions. Failure to comply with this restriction may constitute a violation of any foreign 
jurisdiction laws.  

The user should consult their own advisors to determine the merits and risks of investment and also read the Risk Disclosure Documents for Capital Markets and 
Derivative Segments as prescribed by Securities and Exchange Board of India before investing in the Indian Markets.  

 

Analyst holding in stock: NO  

Key to MNCL Investment Rankings  

Buy: Upside by >15%, Accumulate: Upside by 5% to 15%, Hold: Downside/Upside by -5% to +5%, Reduce: Downside by 5% to 15%, Sell: Downside by >15%  

 

Monarch Networth Capital Ltd. (www.mnclgroup.com)  

Office: - 9th Floor, Atlanta Centre, Sonawala Lane, Opp. Udyog Bhavan, Goregaon (E), Mumbai 400 063. Tel No.: 022 30641600 


