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January began on a positive note as India approved emergency use
of two Covid-19 vaccines, the UK government announced a US$6.2
bn support package, US President announced US$1.9tn Covid-19
relief plan and Mr Joe Biden took over as new President of USA.
Towards the second half of the month, global markets corrected
sharply, partly due to concerns over new strains of the Covid-19 virus
and fresh lockdowns and general profit booking. Indian markets
corrected bit more as apprehensions over new taxes in the upcoming
budget started to do the rounds. The Sensex and Nifty50 indices
closed January down 3.1% and 2.5% for the month. The BSE Midcap
index gained 0.8% while the BSE Smallcap 250 index was up 0.7%.
Foreign investors continued to be big buyers with flows of US$3 bn
worth of equities during the month while DIIs sold US$2 bn. December
CPI inflation moderated to 4.59% as against 6.93% in November.
November IIP fell 1.9% compared to 4.2% in October.
Economic Survey called for higher deficits to spur growth with FY20
GDP growth revised lower to 4% from 4.2% earlier. The budget
announcements on 1st February 2021 were inline with this call.
Budget
India's Union Budget announcement was received positively by the
market rallying ~5% on the headline indices. What was lacking over
the last decade was a capex cycle building up. In a move away from
the fiscal consolidation and clear focus on growth, the Finance
Minister announced significant increase in allocations to various
infrastructure categories including roads, railways, shipping, etc. What
was also heartening was that most of these proposals laid down a
roadmap of three to five years and potentially would lead to big
capital formation and a virtuous cycle of capex coming back.
The fiscal deficit would rise to 9.5% for FY21, falling to 6.8% for FY22.
Though much higher than the recent past, the financial markets took it
very positively as the extra spending was mainly on capital
expenditure and would re-ignite the economy, even as it recovers
from the challenging last one year. No tinkering with direct tax
proposals was also welcomed by the financial markets.
With this event out of the way, Focus will now shift to fundamentals.
Quarterly Earnings
The 3QFY21 earnings season has maintained the momentum of the
2QFY21 results season – continued big beats and upgrades, and
upbeat corporate commentaries have been reported across sectors
and companies. Nifty profits for the 30 companies that have posted
their results have grown 23% YoY significantly higher than the analyst
expectations of a 4% growth.
What is driving the beat?
• Sharp demand recovery is seen with the opening up of the
economy and the number of COVID-19 cases being contained,
coupled with continued cost-saving initiatives.

Interesting Learnings
India's Cricket Test Series Win in Australia
• Everyone can have a bad day. But cannot lose hope and desire to
perform.
• It is all about belief and passion. Off course, before that is ability and
hard work.
• It is not about an individual but the team that matters. Everyone has
a role to play. Back each other in the team.
• Hunger to perform and hard work is as important as talent and past
glory.
• Every profession is competitive. If one does not perform there are
many waiting to squeeze themselves in.
• Change is the essence of life. New young talent adds freshness to
the team and also lifts the energy level.
• This is the age of being fearless. Play and work to win, not to do a
job.
• One who does not hope to win has already lost.
• There is no better joy than that of having accomplished a task with
flying colours.
• Love your country and be emotional.
Gamestop: Individual investors rout hedge funds
• Never underestimate collective power, howsoever small
individually one might be.
• We are in a world of fearless millennials who don't get overawed by
anyone irrespective of how large or powerful they might be.
• There is no longer advantage of information asymmetry, news is
published by newsmakers themselves (read social media).
• Markets can surprise on either ways, always have risk mitigating
factors in place.
• Never over-leverage or take concentrated bets.
Market Outlook
With most challenges turning around positively, the most important
question in the minds of investors and prospective investors is
valuations. With Sensex at 50,000 and Nifty50 at 15,000, what should
we do? Yes, markets are at an all-time high and stocks are not exactly
cheap. However, given the possibility of sharp improvement in
earnings for the next few years on the back of expansionist
government policies, sharply improving demand, low interest rates
and ample liquidity; there is room for decent returns from equity
markets from a medium to long term perspective. After years, we are
witnessing big earnings upgrades and more importantly these
upgrades are across sectors and company sizes.

• IT companies reported another quarter of solid beats and upbeat
commentaries, with bulging deal pipelines and strong global
demand.

There is a possibility that we go back to the trajectory of 7-7.5%
sustainable GDP growth. With the earnings trajectory for corporates
on an upswing, the Nifty50 on FY23 basis trades at a reasonable 18.5
times, a level not cheap but not very expensive either. We believe that
the broader markets have decent opportunities even now and that is
the space we are focussing on. We continue to believe that the
“Bubble in Quality” stocks will underperform and hereto neglected
stocks will start to attract attention backed by faster growth and
attractive valuations (Click here to read our report published in Oct
2019).

• The BFSI sector saw robust operational delivery, especially in the
large-cap banks, with 70%+ PCR and minimal restructuring in the
loan books.

Our focus at Abakkus continues to back companies that have visibility
in terms of profit growth and discipline as far as capital allocation is
concerned.

• The festive season has boosted consumption demand across the
Staples/Durables/Discretionary sectors.
• Sharp rebound is observed in the cyclical sectors – Metals and
Cement reported better-than-expected performances on higher
demand and strong prices.
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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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