
 

 

 

 Tax revenues are buoyant with FY22 recording a historical high of INR 27 Tn. 
 GST collections are also at a record high, crossing INR 1.6 Tn in April’22 
 Overall economic activity is at an all-time high. Nomura Business Resumption 

Index is 25% higher than pre-pandemic levels. 

 
 Many high-frequency indicators like – Power, Rail freight, E-way bills, Vaahan 

registration, Two-wheeler sales & exports are all indicating recovery and 
growth. 

 Credit growth is reviving. 
 

 
 



 Quarterly results for Nifty companies have been better than expected for 
select companies with earnings projections for 23 companies upgraded. 

 Normal monsoon is predicted by the meteorological department. This bodes 
well for the farm income. 

 Inflation has been on the rise, crossing RBI’s comfort level of 6% and expected 
to go up further with higher fuel and food prices. 

 RBI hiked repo rate by 40 bps and CRR by 50 bps outside of the scheduled 
MPC meeting. Till recently RBI had indicated that the growth momentum was 
slowing and inflation was largely supply-side driven. Inflation was expected to 
subside in the second half. Then as Ukraine- Russia crisis got intense, it led to 
intense supply-side disruption. Thus inflation trajectory had to be revised 
sharply upwards, leading to the requirement to increase policy rates to curb 
demand and dampen inflationary expectations. 
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 Global economy is showing signs of a slowdown. China’s exports rose only 
3.7% YoY in April, down sharply from growth of 15.7% in March. Imports edged 
up just 0.7%, reflecting tepid demand in China. The Eurozone is also facing 
headwinds due to the escalating Russia-Ukraine conflict. Eurozone 
Manufacturing PMI has been trending down since Jan and is 7.5% below its 
level a year ago. 

 Globally inflation is at a historical high. Loose monetary policies, shortage of 
food grain & oil, Ukraine war have further led to shortages with supply-side 
disruptions leading to increasing prices. 

 
 Global equity markets continue to remain under severe pressure as investors 

continue to assess the risks of continued high inflation against the prospects 
of weakening growth, combined with the need of policymakers to continue 
increasing interest rates. Globally debt markets have also fallen sharply with 
rising bond yields.  

 Technology and growth stocks have been the hardest hit in the recent selloff. 
YTD, Nasdaq is already in a bear market down 26% and the broader S&P500 is 
down 13.6%. 



 

 
 Escalating tensions between Russia and the West and China’s commitment to 

its zero-COVID policy will keep inflation at the top of investors’ minds over the 
coming weeks.  

 Consequently, inflation dynamics are currently the dominant force in bond 
markets and what happens in the bond market will ultimately drive the equity 
outlook.  

 Elevated commodity prices will dampen corporate margins for companies 
where these are inputs. On the other hand, the outlook for commodity 
manufacturing companies has improved with better price realisation and 
export opportunities. 

 Earnings growth at close to 20% for NIFTY 50 companies is still visible for 
FY23. PER at 19.4X for FY23 earnings is close to the historical average. 

 

 High inflation, hardening interest rates, and tightening liquidity measures are 
expected to curb demand and reduce corporate profitability. 

 We continue to recommend neutral asset allocation with staggered 
investment in equity on dips. 

 

 Debt: As the yields have hardened across the yield curve in the secondary 
market with 10-year G-sec close to 7.47% we recommend investment in 
Target maturity funds, medium-term funds, bonds, and corporate Fixed 
deposits for an investment horizon of three years and above and arbitrage 
funds for 3 months to 1-year time duration 
 


