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Buy-on-Dips strategy to Build Equity Position If Under-Allocated  

Covid-19 Update: Slight uptick in cases in India – The accelerated rise in the Covid-19 cases 

in Jul’22 continued in Aug’22, hinting at the possibility of COVID 4.0 being in the offing. 
Nonetheless, the large-scale vaccination drive undertaken by the Government of India picked up 
the pace further in Aug’22 and crossed a remarkable milestone of 213 Cr. The evidence of fewer 
fatalities has revived confidence in improving risk conditions. With the spread of the new variant 
now largely behind us along with relaxing restrictions across the country, India’s economic 
activities are picking up momentum. Moreover, the expectation of the robust festival demand has 
risen sharply with the spirit of celebration seemingly reviving to pre-Covid levels.  
 

High-frequency indicators: GST collection maintained at higher levels – PMI services picked 

up the pace, posting the index value of 57.2 in Aug’22 after reporting a 3-month low in Jul’22. The 
healthy pick up this pace was driven by strong growth in new orders, the upturn in business 
activities, and ongoing improvements in job creation. PMI manufacturing, on the other hand, 
continued to trend higher even in Aug’22 after reaching an eight-month high in Jul’22. With easing 
Covid-19 restrictions that facilitated better mobility conditions, GST collection in Aug’22 stood 
strong at 1.43 Lc Cr. While GST collection for the month was above pre-pandemic levels, it stood 
below an all-time high collection in Apr’22. Nonetheless, it remained above the 1 Lc Cr mark for 
thirteen consecutive months – an encouraging sign in terms of government tax collection and 
overall fiscal situation. Non-food credit growth is picking up pace from the last few months and 
posted a robust growth of 15.1% in Jul’22 (which is lower than the pre-pandemic levels, though 
catching up with it). Moreover, the healthy pickup was seen in the Services and Agriculture 
sectors. Led by policy tightening and the expectation of a slowdown in global growth, a cool-off 
continued in commodity prices. In the base metals, the highest corrections were observed in 
Nickel, which has corrected by 57% and Aluminium corrected by 40.7% from the peak.  
 

Equities: Macro Outlook Volatile; All Eyes on Festive Demand – The Indian market 

performance showed resilience in the last one month with NIFTY 50 recovering by 16% from the 
bottom (since 17th Jun’22). Both Mid and Small Cap indices, too, recovered by 22% and 18% for 
the same period respectively. This encouraging recovery was led by positive FII flows and a 
robust earning season. Moreover, a normal monsoon, cool-off in commodity prices, and healthy 
wage growth (especially in the Services sector) are boosting the market confidence of a robust 
festival demand. The current market setup is more edging towards the “Buy on Dips” strategy, 
which was clearly reflected on the last working day of Aug’22. Investors proactively capitalised on 
the opportunity of global correction, which ensued after the US FED chairman's speech at the 
Jackson Hole symposium. The Indian market outperformed its global peers by superior margins in 
the last one year, signifying its resilience. In the last two months, domestic-oriented themes such 
as Banks, Auto, FMCG, Hospitals, Domestic Industrials, and Discretionary outperformed the 
‘Export + Cyclical’-oriented themes. Moreover, factoring in the impact of rising concerns over the 
global slowdown, aggressive tightening, and preference for domestic interests first, we expect the 
export-oriented themes are likely to be muted or will deliver conservative performance in the near 
term. On the other hand, the market is eyeing the robust festival demand in the near term, which 
stood muted for the last two years due to intermittent Covid-19 disruptions. We maintain our 
Nifty Mar’23 target to 18,400 by valuing it at 20x on FY24 earnings vs. 22x earlier. 
Fixed Income: The RBI increased the repo rate by 50bps in Aug’22 MPC to 5.4%, implying a 

total hike of 140bps (Since May’22). It has undertaken the said rate hike to combat the inflationary 

pressure driven by the current macroeconomic developments and rising oil and commodity prices. 
The RBI governor also highlighted that the Indian economy has exhibited resilience over the past 
couple of months and the uptick is visible in most of the high-frequency indicators. Keeping this 
view, it retained its FY23 GDP forecast at 7.2%. It is maintaining consistency in the policy 
statement while focusing on removing the ‘accommodation’ stance in a calibrated manner. 
However, Aug’22 policy stood slightly on the Hawkish side due to concerns highlighted in the 
external sector. We could expect more hikes in the upcoming MPCs as the terminal rates are not 
highlighted in Aug’22 policy statement. In any case, we expect the quantum of hikes to be lesser 
than the current one. The market will continue to monitor rising Brent crude and commodity 
prices, the direction of the dollar, and global policy changes in the near term. We also believe that 
the yield curve would flatten further going ahead and the shorter end of the yield would move 
higher in 2022 as compared to the higher end of the yield. The higher end of the yield remains 
cautious due to policy normalization, higher inflation expectations, and the higher government-
borrowing program for FY23. We recommend a Quality approach for bonds with some non-
AAA exposure based on risk appetite. 
 

Gold: Gold has emerged as the best-performing asset class for the first eight months of 2022. As 

an asset class, it has been the beneficiary of high volatility in the equity market since 24th Feb'22, 
driven by the prevailing geopolitical crisis, rising inflationary expectations, and rising oil and 
commodity prices. These macro developments are limiting the performance of equity as an asset 
class and a clear direction is likely to emerge only after the volatility settles at a lower level for a 
longer time. Until then, gold will continue to find an edge over the other asset classes. It would be 
treated as the flight-to-safety instrument as slowdown risk mounts over the US market led by 
aggressive rate hike expectations. In the last two months, gold prices find support from the cool-
off seen in the US bond yields. However, bond yields have been raised after the Jackson Hole 
symposium on an expectation of a 75bps rate hike in the upcoming FOMC meeting, creating 
further weakness in the gold prices in the last one week. Based on the current macroeconomic 
development, Gold will continue to be the preferred asset class until uncertainties over the 
Russia-Ukraine conflict fades and will continue to attract investments as a proven hedge against 
other asset classes. We continue our Neutral stance on Gold and recommend a ‘Buy-on-
Dips’ strategy. 
 

Currency: The volatility in the Indian currency continued in the first half of Aug’22, driven by 

stronger payroll and data, which led to the expectation of a 75bps rate hike in the upcoming 
FOMC meeting. Last week witnessed some rise in USD as the risk sentiments were weaker due 
to the announcement of the shutdown of the Nord Stream pipeline for repairs and ahead of 
Jackson Hole Symposium. In the symposium, we saw hawkish comments from the FED 
chairperson, who signalled the FED to continue raising the rate till inflation declines into a 
comfortable zone. Based on this, the probability of a 75bps rate hike expectation in the Sep’22 
meeting has risen sharply,  lead further strength in the dollar index. Key events that would 
decide the currency market direction moving forward are 1) Interest rate decision in Sep’22 
FOMC meeting; 2) Growth in the developed world; 3) Direction of the Oil prices; 4) 
Direction of the commodity prices; 5) Inflation and growth dynamics, and 6) The direction 
of the foreign flows. 
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Target Asset Allocation 

 
 
Our Take: 

 
Equity: Overweight: Domestic Themes to Gain Traction with the Festive Demand 
 

Debt: Neutral 
 
Gold: Neutral 

 
 
 
 

Target Portfolio Allocation (%) 

Asset Risk Averse Conservative Balanced Growth Aggressive 

Equity 0% 20% 50% 70% 90% 

Debt 70% 70% 35% 15% 5% 

Gold 30% 10% 15% 15% 5% 

Total 100% 100% 100% 100% 100% 
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Performance of Asset Classes: Focus on Asset Allocation to Maximize Returns in FY23 
 

While the leadership in the asset classes keeps on changing in different market cycles, equities have been the best performing asset class in2021. Nifty was 
up 24%, Mid Cap by 46%, and Small Cap by 59% while Gold prices contracted by 4% in 2021. 2022, however, has been a transition year, exhibiting liquidity 
reversal, policy tightening, geopolitical concerns, and a rising inflationary scenario, which led to higher commodity prices for the first half of the year. On the 
encouraging side, the second half of 2022 is likely to see a moderation in commodity prices and some cool-off in inflation expectations as well. The volatility, 
however, is likely to continue for some more time before it concludes in a more concrete direction. The direction of the bond yields, oil prices, dollar index, 
interest rate hike by the US FED, and the intensity of inflation will further drive the market fundamentals for the second half of 2022. Keeping these 
developments in view, the equity market returns are likely to be range bound and bottom-up stock ideas and domestic-oriented themes are likely to gain 
traction in the upcoming months. With the recent correction, market valuation looks attractive vis-à-vis its levels 8 months back and one should start 
accumulating high-quality stocks where the earnings visibility is reasonably high.  

We maintain our ‘Overweight’ stance on Equity. Nonetheless, we believe this to be the right time to review the portfolio and use dips in the equity 
market to increase the allocation to equity if is under-allocated. 

Asset allocation and sector rotation will be the keys to generating outperformance in 2022. Investors should focus on asset allocation and proactively take 
advantage of volatility to build long-term positions in quality companies. In the current environment, investment strategy should focus on fundamentals. 
Moreover, with the long-term story for the Indian market continuing to be intact, we advise staying invested in the market for the long haul. Furthermore, going 
forward, the profitability of Indian corporates is likely to shift from commodity producers to commodity consumers. Hence, the domestic-oriented themes are 
expected to gain traction in the near term. 

Rank 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 
2022 (Jan-

Aug) 

1 
MCX Gold:  

32% 
Midcap:  

39% 
S&P 500:  

30% 
Midcap:  

56% 
Crisil comp 
Bond:  9% 

Crisil comp 
Bond:  13% 

SmallCap:  
57% 

MCX Gold:  
8% 

S&P 500:  
29% 

MCX Gold: 
28% 

SmallCap:  
59% 

MCX Gold: 
5.5% 

2 
Crisil comp 
Bond:  7% 

SmallCap:  
37% 

Nifty 50: 7% 
SmallCap:  

55% 
SmallCap:  

7% 
EM Index:  

10% 
Midcap:  

47% 
Crisil comp 
Bond:  6% 

MCX Gold:  
25% 

Midcap: 
22% 

Midcap:  
46% 

Midcap: 3.4% 

3 
S&P 500:  

0% 
Nifty 50: 

28% 
Crisil comp 
Bond:  4% 

Nifty 50: 
31% 

Midcap:  6% 
MCX Gold:  

10% 
EM Index:  

29% 
Nifty 50: 3% 

EM Index:  
17% 

SmallCap: 
21% 

S&P 500:  
27% 

Nifty 50: 2.3% 

4 
EM Index:            

-21% 
EM Index:  

14% 
Midcap:                       

-5% 
Crisil comp 
Bond:  14% 

S&P 500:  -
1% 

S&P 500:  
10% 

Nifty 50: 
29% 

S&P 500:  -
6% 

Nifty 50: 
12% 

S&P 500: 
16% 

Nifty 50: 
24% 

Crisil comp 
Bond:  1.1% 

5 
Nifty 50:             

-25% 
S&P 500:  

13% 
EM Index:              

-6% 
S&P 500:  

11% 
Nifty 50: -

4% 
Midcap:  7% 

S&P 500:  
19% 

Midcap:                                
-15% 

Crisil comp 
Bond:  11% 

Nifty 50: 
15% 

Crisil comp 
Bond:  2% 

SmallCap:             
-14.8% 

6 
Midcap:                

-31% 
MCX Gold:  

12% 
MCX Gold:                       

-8% 
EM Index:                      

-1% 
MCX Gold:                              

-7% 
Nifty 50: 3% 

MCX Gold:  
6% 

EM Index:                                 
-16% 

Midcap:  -
4% 

EM Index: 
13% 

EM Index:     
-2% 

S&P 500: -
16.4% 

7 
SmallCap:              

-34% 
Crisil comp 
Bond:  9% 

SmallCap:                      
-8% 

MCX Gold:                     
-6% 

EM Index:                                 
-18% 

SmallCap:  
2% 

Crisil comp 
Bond:  5% 

SmallCap:                      
-29% 

SmallCap:                       
-10% 

Crisil comp 
Bond: 12% 

MCX Gold:          
-4% 

EM Index: -
16.8% 

Source: Bloomberg, Axis Securities, Note: Midcap is NSE midcap 100, Smallcap is NSE smallcap100 index, EM is FTSE EM index 
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Covid-19 update – India & Global Scenario: India witnesses slight uptick in Covid-19 cases 

An accelerated rise of Covid-19 cases throughout Jul’22 continued in Aug’22, hinting at a possibility of COVID 4.0 being in the offing. Nonetheless, the large-scale vaccination 

drive undertaken by the Government of India picked up further pace in Aug’22 and crossed a remarkable milestone of 213 Cr (as of 2nd Sep’22). Average daily doses have 

moderated to 26.4 Lc/day in Aug’22 from 57 Lc/day in Nov’21 as COVID 3.0 retreated and the majority of the population is already vaccinated. The evidence of fewer fatalities 

has revived confidence in improving risk conditions. With the spread of the new variant now largely behind us, economic activities are picking up momentum as restrictions 

have eased up across the country. The caseload has also been increasing in Hong Kong and South Korea, hinting at the possibility of the 4th wave in these countries.  

 

  

  

  
Source: Covid19India, JohnHopkins, Axis Securities 
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Google Mobility Report: Continuous improvement in mobility data; Festive season increases time stayed at home 

Google Mobility Data has displayed a comeback towards pre-pandemic levels with Covid-19 concerns receding. Mobility for retail and workplace has gathered momentum as 

the number of cases has dropped and mobility-related restrictions during COVID 3.0 have eased. Workplaces, which had made a quick transition to the work-from-home, are 

now opening up, explaining the increase in mobility toward workplaces. A sudden increase in time stayed at home and thereby fall in workplace mobility was observed post 

Aug’22-end  as a result of the start of the festive season. India managed the crisis well and charted a different course of recovery from the rest of the world based on large-

scale vaccination. In India, time stayed at home has decreased during the past few months as restrictions imposed by states are being lifted and the spirit of celebrations is 

back to the pre-Covid levels.  

 

  

  

Source: Google mobility report, Axis Securities 
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Weak energy demand in Aug’22 due to pickup in monsoon 
 Economic activities witnessed stagnancy during Aug’22. Electricity generation posted a flat growth consecutively, 0.3% in Aug’22 and 2% in Jul’22. This stagnancy in 

growth can be explained by supply-chain constraints and pickup in monsoon. E-way bills picked up slightly to 7.6 Cr bills generated in Jul’22, and stood higher than the 

pre-pandemic average.  

 Demand for petrol further decreased to 7% in Jul’22 from 23%  in Apr’22 as the onset of monsoon chipped away consumption in some sectors and restricted mobility. 

Diesel demand also decreased further to 8% in Jul’22 as floods restricted mobility and demand from the farm sector, which uses diesel in irrigation pumps and trucking, 

also dropped due to excessive rains. 

 

 

 

 

 

 
Source: Bloomberg, GSTN, POSOCO, PPAC, Axis Securities 
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High-Frequency Indicators: GST collection maintained at higher levels 
PMI services picked up the pace, posting an index value of 57.2 in Aug’22 after reporting a 3-month low during Jul’22. The robust uptick was led by strong growth in new 
orders, the upturn in business activity, and ongoing improvements in demand and job creation (the strongest increase in 14 years). PMI manufacturing continued to trend 
higher during Aug’22 after reaching an eight-month high in Jul’22 as inflation pressure eased, overall operating conditions improved, and demand picked up strongly. Easing 
Covid-19 restrictions are facilitating better mobility conditions. GST collection stood at 1.43 Lc Cr for Aug’22, which stood above pre-pandemic levels but below all-time high 
collections in Apr’22. GST collections thus remained above the 1Lc Cr mark for thirteen consecutive months – an encouraging sign in terms of government tax collection and 
overall fiscal situation. Forex Reserves figures dropped further to a thirteen-month low due to steps taken by the RBI to support the rupee, widening trade deficit, and capital 
outflow. However, the current Forex reserves are way above the pre-Covid levels.  

 
Macro Month Sep-21 Oct-21 Nov-21 Dec-21 Jan-22 Feb-22 Mar-22 Apr-22 May-22 Jun-22 Jul-22 Aug-22 

Forex reserves ($ Bn) Aug-22 638.6 642.0 637.7 633.6 629.8 631.5 617.6 597.7 601.4 593.3 573.9 561.0 

FDI ($ Mn) Jun-22 4451 3240 2675 2249 6831 4884 4307 5835 5562 4724 
  

Exports (YoY%) Jul-22 22.6% 43.0% 27.2% 38.9% 25.3% 25.1% 19.8% 30.7% 20.6% 23.5% 2.1% 
 

Imports ($ YoY%) Jul-22 84.8% 62.5% 56.6% 38.5% 23.5% 36.1% 24.2% 31.0% 62.8% 57.5% 43.6% 
 

IIP YoY% Jun-22 4.4% 4.2% 1.0% 1.0% 2.0% 1.2% 2.2% 6.7% 19.6% 12.3% 
  

CPI YoY% Jul-22 4.4% 4.5% 4.9% 5.7% 6.0% 6.1% 7.0% 7.8% 7.0% 7.0% 6.7% 
 

WPI YoY% Jul-22 11.8% 13.8% 14.9% 14.3% 13.7% 13.4% 14.6% 15.4% 16.6% 15.2% 13.9% 
 

PMI Manufacturing Aug-22 53.7 55.9 57.6 55.5 54 54.9 54 54.7 54.6 53.9 56.4 56.2 

PMI Services Aug-22 55.2 58.5 58.1 55.5 51.5 51.8 53.6 57.9 58.9 59.2 55.5 57.2 

Industry 
             

Cement Production yoy% Jul-22 11.3% 14.6% -3.6% 14.2% 14.1% 4.2% 9.0% 7.4% 26.2% 19.7% 2.1% 
 

Steel Production yoy% Jul-22 7.1% 5.9% 0.9% -0.6% 3.8% 5.6% 4.1% 2.5% 14.6% 3.6% 5.7% 
 

Electricity Gen yoy% Jul-22 0.9% 3.2% 2.1% 2.9% 0.9% 4.5% 6.1% 11.8% 23.5% 16.5% 2.2% 
 

Coal Generation yoy% Jul-22 -5.7% -5.7% 8.2% 5.2% 8.2% 6.6% 0.3% 30.2% 33.6% 32.1% 11.4% 
 

Eight Core Industries yoy% Jul-22 -9.6% -9.6% 3.2% 4.1% 4.0% 5.9% 4.8% 9.5% 19.3% 13.2% 4.5% 
 

GST Collection (RsCrores) Aug-22 1,17,010 1,30,127 1,31,526 1,29,780 1,38,394 1,33,026 1,40,986 1,68,000 1,40,885 1,44,616 1,48,995 1,43,612 

Tractor Sales YoY% Jul-22 -9.5% 3.2% -16.7% -22.5% -27.8% -26.4% -11.6% 38.1% 47.7% -10.9% -12.2% 
 

Domestic Air Pass YoY % Jul-22 75.0% 70.5% 65.3% 52.9% -17.2% -1.3% 35.5% 88.5% 471.4% 235.5% 91.4% 
 

Passenger Vehicles YoY % May-22 -41.2% -27.1% -18.6% -13.3% -8.1% -6.5% -3.9% -3.8% -100.0% 
   

2 Wheeler's YoY % May-22 -17.4% -24.9% -34.4% -10.8% -21.1% -27.3% -20.9% 15.4% -100.0% 
   

Naukri Job Speak Index YoY% May-22 56.9% 43.4% 25.8% -2.9% 41.1% 30.5% 16.3% 38.2% 39.9% 
   

Source: Bloomberg, RBI, MOSPI, * Provisional numbers, Axis Securities, *NC: Not comparable due to zero-base of last year due to the lockdown, #numbers only of Escorts & Mahindra 
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Hiring Trends: Strong momentum continued in the services sector 

Jul’22 witnessed a positive trend in hiring activities across all sectors. Post lockdown relaxations, the services sector has shown the highest growth, especially in Hotel/Travel, 

Insurance, Retailing, and BFSI segments as Covid-19 related fears fade away leading to a revival in demand. The hiring trend across all regions reported an impressive 

uptrend. Kolkata reported the highest growth figure of 42% and other major cities cited strong double-digit growth as well. 

 

  

Source: NaukriJobspeak Report, Axis Securities  
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High-Frequency Indicators: Healthy pick-up seen in credit growth 
 GDP: GDP for Jun’22 quarter grew 13.5% (slightly below the consensus estimates). Base effects make it hard to read Jun’22 quarter GDP in YoY terms. However, 

momentum in net exports and investment on the demand side has marginally slowed down. On the supply side, there is moderation in manufacturing and all service 
segments, except for public administration and personal services. The outlook for growth in India is good since policy intervention has ensured an adequate supply of 
inputs and lowered input costs 

 CPI: Jul’22 CPI rose by 6.7%, lower than street expectations. Sequential moderation was seen because of some cool-off in food, and vegetable prices. The impact of 

excise duty cut and export duty on key commodities are yet to be fully reflected in the CPI, indicating more moderation in the upcoming months. 

 Non-food credit growth is picking up from the last few months and posted a growth of 15.1% in Jul’22 (which is lower than the pre-pandemic levels but catching up with 
it). Moreover, the healthy pickup was seen in the Services and Agriculture sectors. Credit growth is likely to pick up further in the upcoming months as the entire system 
has been flushed with liquidity and the Union Budget has been in favour of more capital spending. On the positive side, the banking companies have posted robust 
Q1FY23 earnings, driven by sequential improvement in loan growth. Moreover, the improving asset quality trend continued during the quarter, which will bring further 
confidence to the space. 

RBI Data Month Sep-21 Oct-21 Nov-21 Dec-21 Jan-22 Feb-22 Mar-22 Apr-22 May-22 Jun-22 Jul-22 Aug-22 

Deposit Growth  YoY% Aug-22 9.3% 9.9% 9.8% 12.2% 8.3% 8.6% 8.9% 9.8% 9.3% 8.3% 9.1% 9.2% 

Credit Growth (YoY%) 
             

Non Food Credit Jul-22 6.8% 6.9% 7.1% 9.3% 8.3% 8.0% 9.7% 11.3% 12.6% 13.7% 15.1% 
 

Agri& Allied Activity Jul-22 9.9% 10.2% 10.4% 14.5% 10.4% 10.4% 9.9% 10.6% 11.7% 13.0% 13.2% 
 

Industry Jul-22 1.8% 3.9% 3.6% 7.8% 6.9% 7.4% 7.5% 8.0% 8.8% 9.5% 15.1% 
 

Services Jul-22 0.8% 2.9% 3.6% 10.8% 7.3% 5.6% 8.7% 11.1% 12.7% 12.8% 16.5% 
 

Pesonal Loan (Retail) Jul-22 12.1% 11.7% 11.6% 14.3% 11.6% 12.3% 12.6% 14.7% 16.3% 18.1% 18.8% 
 

   

Source: Bloomberg, RBI, MOSPI, Axis Securities 
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Cool-off continued in commodity prices 
 Led by policy tightening and the expectation of a slowdown in global growth, a cool-off continued in commodity prices. In the base metals, the highest corrections were 

observed in Nickel which has corrected by 57% from the peak and Aluminium corrected by 40.7% from the peak. Oil has fallen below the 100$/bbl mark, and has corrected 
by 27% from its peak. Sharp downfall has also been witnessed in Agri-commodities in which wheat prices have corrected by 44% from the top. However, due to the lack of 
rainfall in key regions, food prices (due to some specific items) could go up in future. 

 Based on the correction in the key commodities, inflation is likely to moderate in the upcoming months.  

 

 
Commodity Unit of Measurement CMP 52w High Price % down from 52w High 

B
a
s

e
 M

e
ta

ls
 Aluminium $/metric ton 2298 3878 -40.74% 

Copper $/metric ton 7691 11300 -31.94% 

Zinc $/metric ton 3173 4563 -30.47% 

Lead $/metric ton 1885 2469 -23.64% 

Nickel $/metric ton 20476 48201 -57.52% 

Iron Ore $/metric ton 97 163 -40.49% 

E
n

e
rg

y
 

Natural Gas $/MMBtu 9 10 -9.25% 

Crude oil brent $/bbl. 93 128 -27.32% 

Heating OIL $/gallon 358 514 -30.33% 

P
re

c
io

u
s

 

M
e

ta
ls

 

Gold $/OZ 1712 2051 -16.51% 

Silver $/OZ 18 26 -31.68% 

A
g

ri
c

u
lt

u
ra

l 

cotton INR/bale (170 kg) 37680 51520 -26.86% 

corn $/bu. 669 818 -18.24% 

Soybean Meal $/ton 418 432 -3.20% 

Soyabean oil $/lb. 66 79 -16.18% 

Soybeans $/bu. 1511 1769 -14.61% 

Wheat $/bu. 793 1425 -44.36% 

Sugar $/lb. 18 20 -11.12% 

Cocoa $/metric ton 2430 2786 -12.78% 

coffee $/lb. 233 258 -9.95% 

Rice $/cwt 17 18 -2.50% 

Oats $/bu. 394 807 -51.15% 

Source: Bloomberg, NSE, Axis Securities, Data as of 4th Sep’22 2022 
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Monsoon update 

 Monsoon Rainfall progressed well so far with a 5% surplus till 4th Sep 22. 

 Monsoon progresses well in South and Central India. Currently, it is at an 18% deficit in East and Northeast India. Some pain was seen in East and West UP in 

Northwest India.  

 As of 1st Sep 22, the live water storage of 143 reservoirs in different parts of the country was at 147.63 Billion cubic meters (BCM) vs 115.24 BCM last year. In 

terms of Utilization, storage is 83% vs. 65% last year. 

 This year, we saw a normal Kharif sowing due to the normal progress of the monsoon.  

 

Monsoon Rainfall 

Regions Actual Rainfall Normal Rainfall mm % from LPA 

Northwest India 489.5 505.4 -3 

East UP 363.9 654.7 -44 

West UP 317.7 570.8 -44 

Central India 965.2 832.3 16 

South Peninsula 731.4 576.9 27 

East & northeast 
India 

926.1 1122.8 -18 

West Bengal 666.1 935.1 -29 

Jharkhand 621 831.8 -25 

Bihar 515.7 803.7 -36 

Country as a whole 766.8 727.9 5 

 
Source: IMD, Department of Agriculture and Farmers Welfare, CWC, Monsoon data as of 04th Sep’22 

  

Kharif Crop area sown till 02-09-2022 (Lc hectare) 

Crop 2022 2021 Change % 

Pulses 129.5 135.5 -4.4% 

Coarse Cereals 179.0 171.6 4.3% 

Oilseeds 188.5 189.6 -0.6% 

Jute and Mesta 7.0 7.0 -0.4% 

Total 504.0 503.7 0.1% 
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Equity Outlook: Macro Outlook Volatile; All Eyes on Festive Demand 

Recovery continued in Aug'22 on account of FII inflow 

 The Indian market performance showed resilience in the last one month in which Nifty 50 recovered by 16% from the bottom (since 17th Jun’22), and both Mid and 

Small Cap indices recovered by 22%/18% over the same period. However, the Nifty is still trading below 4% from the top (since 18th Oct’21) and both Mid and Small 

Cap indices are 4%/7% below the 18th Oct levels.  

 Similar to Jul’22, Aug'22 turned out to be a recovery month post a major selloff seen in Jun’22 on account of weaker global cues driven by higher inflation print in the 

US market. Cool-off was seen in the majority of the commodity prices, which has brought confidence in the recovery and corporate margins.  

 FIIs turned net buyers in the domestic market on the expectation of robust domestic recovery and bolstering confidence in the ‘India story.’ 

 The market dynamics have shifted towards the domestic-oriented themes, which performed better in the last month while export-oriented themes will continue to lag 

the market.  

 Volatility is likely to continue for some more time before it concludes in a more concrete direction. Now, the market is eyeing macroeconomic development and festival 

demand. 

 The market performance is likely to be range-bound in the near term, primarily owing to weaker global cues as the Indian market has shown a correlation of 90% with 

the US markets in the last one year. 

 

Source: Bloomberg, NSE, Axis Securities 

Lifetime High:  
18477 on 18th Oct’22 

 

Nifty Performance since 
18th Oct’22 

Nifty down 4% 
Mid Caps down 4% 

Small Caps down 7% 



Multi Asset Strategy September 2022 
 

 

 

 
 15 

What Happened since 24th Feb – Consumption and Domestic Cyclical themes are outperforming the market 

 Nifty made an all-time high of 18,477 on 18th Oct’21 and has since corrected by 4%.  

 Since 24th Feb’22, a sharp recovery was seen in the Utility sector, which is now up 55%.  

 The IT sector is down 11% since 24th Feb’22.  

 Cyclicals have seen an excellent rally in the last couple of months but recently saw a correction in Metals after a cool-off seen in the commodity prices 

from the 52W high. 

 The broader market is still the clear winner in the last one year. 

   

Source: Bloomberg, NSE, Axis Securities  
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Growth is the consistent performer. However, the Momentum theme gathered strength in the last one month 
 Growth theme outperformed all other styles by a notable margin in the last three/six months from the oversold zone. However, the Momentum as a theme gathered 

strength in the last one month from the oversold zone.  

 While Growth stocks suffered the most in the recent correction, they recovered rapidly over the last three months on account of a) a Cool-off in commodity prices, b) 

Robust domestic demand, and c) Reasonable valuation after the correction. 

 For a longer duration (1 Yr and 2 Yr), the Momentum and Growth themes have been the most dominating themes in the market. 

 The growth theme looks attractive on account of domestic play of normal monsoon, cool-off in commodity prices, and the expectation of robust consumption demand 

during the upcoming festival season.  

 The selected Value stocks from the Metals, Commodities, Utility, and Cement sectors are well-placed to deliver superior performance, especially considering their 

recent correction. Though Value stocks in the BFSI space have underperformed other themes for the last couple of months, they are expected to outperform moving 

forward. Furthermore, a structural growth play offering long-term earnings visibility will continue to do well even amidst the prevailing challenging environment.  

 

 
Source: Bloomberg, Axis Securities 

 
 
  

Performance (%) 

Perf Value Growth Quality Momentum 

2020 24.9% 10.2% 22.6% 6.6% 

2021 34.1% 8.8% 22.2% 32.6% 

1M 1.8% 3.8% 5.3% 12.8% 

3M 4.3% 12.5% 10.6% 19.1% 

6M 2.2% 16.9% 6.2% 12.5% 

1YR 1.0% 13.0% 4.2% 21.1% 

2YR 56.0% 52.8% 46.4% 53.9% 
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India Valuation Index: Trading above 1std; Earnings Upgrades Remain Critical 

Our Market Valuation Index has retraced back to 1std after the recent correction. Current valuations provide a good entry point for long-term investors. At 

current levels, stock picking and sector rotation would be keys to achieving outperformance. The calculation of the India Valuation Index is based on four 

fundamental market parameters (12m fwd PE, 12m fwd PB, Bond Equity Earnings Yield Ratio, and Mcap to GDP Ratio). 

 
Source: Bloomberg, Axis Securities   
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In terms of Mcap to GDP, India is less expensive than the US market 

 BEER: Factoring in the rate hike expectation by the RBI, the long-term bond yields have gone up 40bps in the last 5 months. After the recent correction, 

some cool-off was seen in the BEER ratio. However, it is now trading above its LTA, indicating a slightly expensive Equity market at current levels as 

against the Bond market. 

 India’s Total Market Cap to GDP is trading at 115%, above its long-term average (Rebased after FY22 GDP of Rs 232 Tn released by the government 

on 1st Feb’22). However, at FY23 projected nominal GDP levels, Mcap/GDP ratio translates into 105% (fairly valued). FY23 GDP assumption is Rs 258 

Tn. 

 Historical perspective: Historically, similar upward earnings momentum was witnessed in FY10 earnings immediately after the GFC crisis, leading to 

the Market Cap to GDP ratio of 95-98%. With a positive earnings momentum in the current cycle, we are likely to see higher levels of the Mcap to GDP 

ratio in the upcoming quarters. 

 

BEER Ratio (Dec’05-May’22) India’s Total Mcap to GDP Ratio (Sep’02-May’22) 

  
Source: Bloomberg, Axis Securities 
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FIIs buying continued in Aug’22 

FIIs turned net buyers for the first time in Jul’22 (after 9 months since Oct’21) which continued in Aug’22. FIIs bought $6.6 Bn in the last one month while DIIs 

sold $0.9 Bn for the same time.  

FIIs have pulled out the majority of the easy money from the Indian market which they had pumped in after the Covid-19 crisis in Mar’20. They have pulled $25 

Bn in FY22/23 out of $37 Bn pumped in FY21. Nonetheless, the pace of selling has been reduced in the last 2 months and on a positive note, FIIs have turned 

into net buyers since Jul’22. 

 

  

 

Source: Bloomberg, Axis Securities  
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Equity: Macro Outlook Volatile; All Eyes on Festive Demand 

Our take 

 Macro factors continue to influence the market 

 Normal monsoon to support robust festival demand  

 FIIs buying continued in Aug’22 

 Style rotation is a key  

 Maintained Nifty Mar’23 target of 18,400 

Sector View 

Sectors Current View 

Automobile Overweight 

BFSI Equal Weight 

Capital Goods Equal Weight 

Cement Equal Weight 

Cons Staples Equal Weight 

Cons Disc Equal Weight 

IT Equal Weight 

Metals & Mining Equal Weight 

Oil &Gas Equal Weight 

Pharma Equal Weight 

Real Estate Equal Weight 

Sp Chemicals Overweight 

Telecom Overweight 

 

Our Top Picks: ICICI Bank, Tech Mahindra, Maruti Suzuki India, State Bank of India, Dalmia 

Bharat, Federal Bank, Varun Beverages, Ashok Leyland, Astral Ltd (India), Bata India, APL 

Apollo Tubes, HealthCare Global Enterprises, Praj Industries, CCL Products (India), Coal 

India, and Bajaj finance 

 

For detailed Note:Click here 

https://simplehai.axisdirect.in/images/ResearchPDF/2022/EquityInvestmentStrategy-August2022.pdf
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Fixed Income Outlook: Neutral 
Led by the policy support, the slope of the yield curve has been flattening since Oct’21 as against the steep curve seen in the earlier months. In line with the expectation, the 

RBI increased the repo rate by 50bps in August’22 MPC, marking a total policy rate hike of 140bps to 5.4%. The rate hike has been undertaken to combat the inflationary 

pressure driven by the current macroeconomic developments and rising oil and commodity prices. The RBI governor also highlighted that the Indian economy has exhibited 

resilience over the past couple of months and the uptick is visible in most of the high-frequency indicators. It also highlighted that the urban demand has improved. The rural 

demand, too, is improving and may see a good pick up after the monsoon. Given this context, the RBI has retained the FY23 GDP forecast at 7.2%. 

RBI maintained consistency in the policy statement and maintained the focus on the removal of ‘accommodation’ in a calibrated manner. Aug’22 policy is slightly on the 

hawkish side due to concerns highlighted in an external sector. We could expect more hikes in upcoming MPCs as the terminal rates are not highlighted in Aug’22 policy 

statement. However, the quantum of hikes could be lesser than the current one. While the domestic inflationary pressures seem to be easing out gradually, the geopolitical 

tensions, volatility in global financial markets, and emerging risk of the global recession continue to remain key risks." Given this backdrop, RBI maintained the FY23 CPI 

forecast at 6.7%.   

We believe the yield curve to flatten going ahead with the shorter end of the yields moving higher in 2022 as compared to the higher end of the yield. Furthermore, the higher 

end of the yield remains cautious due to the policy normalization, rising inflationary pressure, and higher government-borrowing program for FY23 (highlighted in the Union 

Budget this year). Furthermore, the market will continue to monitor rising Brent crude and commodity prices, the direction of the dollar, and global policy changes in the near 

term. 
 

Since the last few months, the primary activity is gradually picking up with credit spreads easing, especially in the AAA category. While these attractive investment 

opportunities are emerging in selected non-AAA-rated bonds, their spreads with AAA-rated bonds continue to remain at elevated levels vis-à-vis the historical averages. This 

suggests risk aversion is still in place. Going forward, an improvement in the growth outlook and ample liquidity may lead to broad-based moderation in credit spreads. Given 

the high uncertainty over the interest rate trajectory, it would be prudent for investors to be conservative. Keeping this in view, we continue to favour a ‘Quality’ approach in 

bonds with some non-AAA exposure based on individual risk appetite.  
India Yield Curve Bond yields are trading at 181bps above the repo rate 

 
 

Source: Bloomberg, Axis Securities, Data up to 2nd Sep’ 22 
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Gold Outlook: Neutral 

 
Gold continues to be a preferred asset class for 2022 
Gold has emerged as the best-performing asset class for the first eight months of 2022. As an asset class, it has been the beneficiary of high volatility in the equity market since 24th 

Feb'22, driven by the prevailing geopolitical crisis, rising inflationary expectations, the rising oil and commodity prices. All these macro developments are limiting the performance of 

equity as an asset class. A clear direction is likely to emerge only after the volatility settles at lower levels for a longer time. Until then, Gold will continue to find an edge over the other 

asset classes. It will be treated as an instrument facilitating flight for safety as the slowdown risk mounts over the US market due to aggressive rate hike expectations. 

 

Before the prevailing geopolitical crisis, investors’ overall sentiment had improved in 2021, which was reflected in higher betting on riskier assets like Equity. Optimism on the vaccine 

drive and faster-than-expected economic recovery had further stoked positive sentiment, keeping the gold prices under pressure during the first three months of 2022. In the last two 

months, gold prices find support from the Cool-off seen in the US bond yields, however, bond yields have risen after the Jackson hole symposium on an expectation of a 75 bps rate 

hike in the upcoming FOMC meeting creating further weakness in the gold prices in last one week.  

 

Based on the current macroeconomic development, Gold will continue to be a preferred asset class until uncertainties over the Russia-Ukraine fade and will continue to attract 

investments as a proven hedge against other asset classes. Gold prices will continue to find support from the geopolitical risk and the inflation pressure in the global environment. We 

continue our Neutral stance on Gold and recommend a ‘Buy-on-Dips’ strategy. 
 

Why continue to remain invested in Gold 

 Low yield: Low yields are the driving force for the Gold rally. With the central banks keeping the interest rates lower, it will continue to attract investments 

 Slowdown risk mounts over the US market, and Gold will continue to look attractive as a hedging instrument to balance the risk. 

 Gold is the best anti-Inflation asset. 

 Flight for safety given the recent geopolitical conflict 
 

Gold vs. US 10-year bond yield Gold Pricesperformance 
 

 
 

% Returns of Gold vs. Dollar 

 
MCX gold prices  

(INR/10gm) 
Gold prices 
 ($/OZ), rhs 

USDINR 

Dec-21 1% 3% -1.1% 

Jan-22 -1% -2% 0.4% 

Feb-22 9% 8% 1.0% 

Mar-22 2% 1% 0.6% 

Apr-22 0% -2% 0.9% 

May-22 -2% -3% 1.6% 

Jun-22 -1% -2% 1.7% 

Jul-22 2% -2% 0.4% 

Aug-22 -2% -3% 0.2% 

2021 -4% -4% 2% 

2020 28% 25% 2% 
 

Source: Bloomberg, Axis Securities  
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Currency Outlook 

The volatility in the Indian currency continued in the first half of Aug’22 because of stronger payroll and data, which led to the expectation of a 75 bps rate hike in the upcoming 

FOMC meeting. While in the second week some softness was seen after lower than expected inflation print in the US market. Softness in the dollar continued for the second 

half after the less hawkish FOMC minutes, which indicates the slower pace of rate hikes. Last week saw some rise in USD as the risk sentiments were weaker due to the 

announcement of the shutdown of the Nord Stream pipeline for repairs and ahead of the Jackson hole symposium. The Jackson hole symposium saw hawkish comments from 

the FED chairperson and signalled that FED will continue to raise the rate till inflation decline into a comfortable zone. Based on this, the probability of a 75bps rate hike 

expectation in the Sep’22 meeting has risen sharply leading to further strength in the dollar index. Keeping this view in mind, the currency market is likely to be volatile in the 

near term and the dollar will likely strengthen further. 

Since Jan’20, the Indian currency has performed well and it has been stable vis-a-vis other emerging market currencies of Brazil, Poland, and Hungary. This was primarily 

because of a higher foreign exchange reserve, robust growth outlook and macroeconomic stability.   
 

Key events deciding the currency market direction moving forward: 1) Interest rate decision in Sep’22 FOMC meeting; 2) Growth in the developed world 3) Direction of 

the Oil prices; 4) Direction of the commodity process; 5) Inflation and growth dynamics 6) The direction of the foreign flows. 

 

Major Emerging market currency depreciation vs. USD since Jan’20 Major Developed market currency appreciation vs. USD since Jan’20 

  

 

Source: Bloomberg, Axis Securities 
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Asset Allocation: Key for long-term wealth creation 

Top performer  

 Equity: 9 years 

 Gold: 6 years 

 Debt: 3 years 

 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

Note: Equity represents the Nifty index, Gold is MCX gold spot prices, Debt is Crisil Composite Debt Index, FD is SBI Fixed deposit rates  
(1yr to 2yr). Portfolio is made up of Equity (40%), Debt (40%), Gold (15%), FD (5%) 

 
Calendar Year Returns (%) Portfolio return rank 

among asset classes 
Portfolio return > 

Equity Return Year Equity Gold Debt FD Portfolio 

2004 6.9% 0.8% -0.4% 5.5% 3% 3 
 

2005 36.3% 21.1% 4.8% 5.5% 20% 3 
 

2006 39.8% 21.3% 4.0% 7.5% 21% 3 
 

2007 54.8% 14.4% 6.9% 8.3% 27% 2 
 

2008 -51.8% 28.6% 9.1% 9.5% -12% 4 YES 

2009 75.8% 22.4% 3.5% 6.0% 35% 2 
 

2010 17.9% 24.2% 5.0% 7.8% 13% 3 
 

2011 -24.6% 31.8% 6.9% 9.3% -2% 4 YES 

2012 27.7% 12.9% 9.4% 9.0% 17% 2 
 

2013 6.8% -7.9% 3.8% 9.0% 3% 4 
 

2014 31.4% -6.0% 14.3% 8.5% 18% 2 
 

2015 -4.1% -6.6% 8.6% 7.8% 1% 3 YES 

2016 3.0% 10.1% 12.9% 6.9% 8% 3 YES 

2017 28.6% 6.2% 4.7% 6.8% 15% 2 
 

2018 3.2% 7.7% 5.9% 6.7% 5% 4 YES 

2019 12.0% 24.6% 10.7% 6.7% 13% 2 YES 

2020 14.9% 28.2% 12.3% 5.1% 15% 2 YES 

2021 24.1% -4.1% 3.4% 5.1% 11% 2   

 Asset diversification is the 

key to maximize returns 

 Returns of Asset classes vary in different cycles. Asset 

allocation is the key to maximize returns while reducing risk. 

 Portfolio returns are 

greater than Equity 

returns for 7/18 years. 

 

 Portfolio returns are 

on the second rank for 

8/18 years. 
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Asset performance: During different market events 

 
Returns of different asset classes vary during different market events and one can manage downside risk through the right asset allocation. 
Notably, Multi-asset portfolio returns have been better than equity returns for all correction events in the equity market. 
 

 
Calendar Year Returns (%) Equity Market phase 

Correction/Rally/Neutral 
Portfolio return > 

Equity Return Year Equity Gold Debt FD Portfolio 

Event1 -59.1% 38.2% 7.8% 6.0% -14% Correction YES 

Event2 144.9% 34.2% 8.6% 7.8% 67% Rally 
 

Event3 -19.3% 36.7% 8.6% 9.0% 2% Correction YES 

Event4 7.6% 17.6% 8.3% 9.0% 9% Neutral YES 

Event5 55.2% -20.6% 11.0% 8.5% 24% Rally 
 

Event6 29.9% 14.9% 8.2% 6.8% 18% Rally 
 

Event7 -8.3% 1.3% 1.4% 6.7% -2% Correction YES 

Event8 -38.0% 4.8% 0.5% 6.7% -14% Correction YES 

Event9 45.5% 30.8% 8.6% 5.1% 27% Rally 
 

 

Note: Equity represents the Nifty index, Gold is MCX gold spot prices, Debt is Crisil Composite Debt Index, FD is SBI Fixed deposit rates (1yr to 2yr). Portfolio is made up of Equity (40%), Debt (40%), Gold (15%), FD (5%) 

 
Period Event Equity Reaction 

Event1 Jan-08 to Mar-09 GFC correction Correction 

Event2 Mar-09 to Nov-10 Post GFC rally Rally 

Event3 Nov-10 to Jan-12 Eurozone crisis Correction 

Event4 Jan-12 to Aug-13 UPA 2: Policy paralysis Neutral 

Event5 Aug -13 to Mar-15 BJP emerged as the biggest party, Oil price correction Rally 

Event6 Mar -15 to Jan -18 Global factor, Demon, Financialization Rally 

Event7 Jan -18 to Mar -18 Start of US china trade war, the LTCG tax Correction 

Event8 Jan -20 to Mar -20 Market correction due to pandemic Correction 

Event9 Mar -20 to Jul - 20 Post Lockdown rally Rally 
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Multi-Asset portfolio: Rolling Returns 
 

A multi-asset portfolio reduces the negative observations in three years. Volatility and drawdowns also reduce post-diversification of equity investment into 

Debt and Gold. 

 

 
Returns (%) 

1Yrrolling returns Equity Gold Debt Portfolio 

Average 16% 14% 7% 13% 

Minimum -57% -18% -1% -37% 

Maximum 99% 77% 16% 60% 

Stdev 25% 17% 4% 14% 

Max Drawdown -60% -18% -9% -38% 

Negative observation 20% 23% 1% 11% 

Return >10% 59% 52% 26% 55% 
 

 

 
Returns (%) 

3Yr rolling returns Equity Gold Debt Portfolio 

Average 10% 11% 8% 9% 

Minimum -6% -8% 5% 1% 

Maximum 28% 36% 13% 22% 

Stdev 6% 10% 2% 3% 

Max Drawdown -60% -18% -9% -38% 

Negative observation 4% 17% 0% 0% 

Return >10% 46% 51% 12% 38% 

  

 
Returns (%) 

5Yr rolling returns Equity Gold Debt Portfolio 

Average 10% 11% 8% 10% 

Minimum -2% -3% 5% 3% 

Maximum 21% 28% 10% 17% 

Stdev 4% 9% 1% 2% 

Max Drawdown -60% -18% -9% -38% 

Negative observation 2% 9% 0% 0% 

Return >10% 54% 49% 1% 32% 
 

 

 
Returns (%) 

7Yr rolling returns Equity Gold Debt Portfolio 

Average 11% 12% 8% 10% 

Minimum 4% 0% 5% 5% 

Maximum 22% 26% 10% 17% 

Stdev 3% 7% 1% 2% 

Max Drawdown -60% -18% -9% -38% 

Negative observation 0% 0% 0% 0% 

Return >10% 54% 50% 0% 36% 

Note: Equity represents the Nifty index, Gold is MCX gold spot prices, Debt is Crisil Composite Debt Index, FD is SBI Fixed deposit rates (1yr -2yr). The portfolio is made up of Equity (50%), Debt (35%), Gold (15%) 
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