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The US Dollar, after over a decade of strength, has been showing
decisive signs of weakness. This, along with low interest rates, is leading
to a decisive move of investments into emerging markets and also
commodities. This trend looks like getting stronger in the near term and
should lead to higher flows into emerging markets bonds and equities.
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Low interest rates have also led to a case of valuations for equities
trending up higher than the last few year's mean and median levels.
Equity valuations in that context don't appear to be as expensive.
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India is already seeing macro recovery despite being hit hard by the
pandemic (only 10-15% of economy under stress). High frequency
indicators – strong rural growth, pick up in exports, improving PMI's,
buoyancy in GST and tax collections, green shoots in capex cycle –
point to strong macro recovery ahead.
Low interest rate is the theme for India too. With record low repo rate of
4% and housing loans available at sub 7% there is a strong case for
Real estate recovery (which accounts for ~23% ofGross fixed capital
formation). Make in India initiatives from Govt of India plus global
sourcing model moving to "China plus One" model, India has a strong
chance to usher a meaningful private sector capex in manufacturing
and infrastructure. There is ample liquidity in the banking system to
help fund this expenditure.
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Market Update
A combination of massive stimulus and resultant liquidity surge and
low interest rates has led to investors seeking returns away from low
yielding bonds and into commodities and equities. With central banks
committing for low to zero interest rates for years to come, the risk of
this liquidity drying or reversing in the near term is low.
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In December, Indian markets continued the momentum seen over the
last few months with the NIFTY50 being up ~8%. The uptrend was again
fuelled by the strong foreign inflows of ~USD 7.3bn, a phenomenon
that was witnessed across emerging markets. Sentiment was
extremely positive except for a one-day hiccup on news of new and
more infectious strain of Covid-19 found in the UK. On the domestic
front, daily confirmed Covid cases dropped ~50% vs November to
~20k levels, while net infected numbers fell to ~300k from a peak of
one million. Farmer protests continued even as multiple rounds of talks
were carried out to address concerns around recently implemented
farm laws. On flows, DIIs continued to be sellers to the tune of ~USD 5bn
in December. In terms of sectoral trends, Real Estate was the top
performer during December as low mortgage rates, time-price
correction and lower stamp duty fuelled property sales, particularly in
cities like Mumbai.

Bearish dollar propelling EM equities
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2020 will go down in history books as one of the most volatile years for
equity investors. Investor sentiment swayed from extreme fear in the
first quarter of 2020 and sharp corrections to an optimistic scenario
towards the last quarter of 2020. While economic data continued to
be challenging, benchmark equity indices almost doubled from their
lows in a matter of just 9 months.
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On the valuation front, NIFTY50 P/E earnings are trending higher than
past averages. However, September 2020 quarter saw earnings trend
up higher than expectations. Our view is that the earnings for the
December 2020 quarter should also see much higher than expected
earnings, leading to an upgrades in estimates and lowering forward
P/E multiples.
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Another interesting trend has been the participation of the broader
markets in CY20. Unlike the last two years, where the markets were
focussed only a handful of large-caps, CY20 has seen the Midcaps
and Smallcaps outperform the Largecaps handsomely. Given the
valuation gap and also sharper profit growth expected, this trend
looks likely continuing in CY21 also.

The sharp rally in equities has led to apprehensions of its sustainability,
particularly given the fact that challenges on the economic front still
persist. Also the recent upsurge in commodities; industrial as well as
agri, might lead to inflation and subsequent rise in interest rates.
However, tailwinds are visible in the form of higher than expected
earnings, positive news flow on Covid-19 front and reopening of
global economy, ample liquidity and move towards emerging
markets from a global perspective. Corrections are expected, though
they should be short and swift, with the cautious positioning and low
equity allocation acting as a floor to any major correction. The year
2021 should be a positive year for Indian equities, with broader
markets expected to do much better than the NIFTY50. Be positive!

BSE Midcap and BSE Smallcap250 have outperformed Nifty in CY20
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Disclaimer
Abakkus Growth Fund (“AIF Fund”) is a SEBI registered Category III Alternative Investment Fund and is managed by Abakkus Asset Manager LLP (“Abakkus”). Abakkus is also a SEBI registered
Portfolio Manager.
This document is for the purpose of information only and is neither a general offer to buy or sell nor solicitation of an offer to buy or sell any schemes of the AIF Fund or invest under the Portfolio
Management Services offered by Abakkus. The delivery of this document at any time does not imply that information herein is correct as of any time subsequent to its date. The contents of this
document are provisional and may be subject to change and Abakkus has no obligation to update any or all of such information. In the preparation of the material contained in this document,
the information used is based on publicly available data, certain research reports including information developed in-house. Abakkus warrants that the contents of this document are true to the
best of its knowledge, however assume no liability for the relevance, accuracy or completeness of the contents herein. Abakkus (including its affiliates) and any of its Partners, officers, employees
and other personnel will not accept any liability, loss, damage of any nature, including but not limited to direct, indirect, punitive, special, exemplary, consequential, as also any loss of profit in any
way arising from the use of this document in any manner whatsoever. This document may include certain statements which contain words or phrases such as “believe”, “expect”, “anticipate”,
“estimate”, “intend”, “plan”, “objective”, “goal”, “project”, "endeavor" and similar expressions or variations of such expressions that are forward-looking statements. Actual results may differ
materially from those suggested by the forward-looking statements due to risks, uncertainties or assumptions. Prospective investors should make an independent assessment, and consult their
own counsel, business advisor and tax advisor as to legal, business and tax related matters concerning this document. The information contained in this document has been prepared for general
guidance and does not constitute a professional advice and no person should act upon any information contained herein without obtaining specific professional advice. Abakkus nor its Affiliates
or advisors would be held responsible for any reliance placed on the content of this document or for any decision based on it. Each existing / prospective investor, by accepting delivery of this
document agrees to the foregoing. The investments are subject to several risk factors including but not limited to political, legal, social, economic and overall market risks. The recipient alone shall
be fully responsible/are liable for any decision taken on the basis of this document.

Contact us
For Investor Service Queries
Write to us at abakkus@camsonline.com or
call at +91 44 61092415 or +91 44 28432215

Abakkus Asset Manager LLP
Unit 106, B Wing, The Capital, Bandra Kurla Complex, G Block, Bandra East,
Mumbai - 400051, India. Ph: +91 22 48846600 info@abakkusinvest.com
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