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Dear Investors,

probability of this flareup spreading to other regions of

Equity markets not just in India, but globally have been

the world to be very minimal. Markets seem to have
already digested the current situation and on the

volatile since the past few months. In India, the broader
markets have also seen a decent correction. A

contrary any diffusing of the scenario will be a good
catalyst for a sharp up move. It is a positive that NATO

combination of the Covid 3rd wave- Omicron, inflationary
environment, interest rate hike expectations and now the

has preferred to stay away from military confrontation
for now and is using the economic sanctions route to put

Russia-Ukraine standoff; have been the major reasons
for this volatility.

extreme pressure on Russia as a means to defuse the
situation.

While the near-term scenario will continue to be choppy,

Market behavior during conflicts. (India and Global

our view is that the current correction does provide an
interesting entry opportunity for longer term investors.

markets)
Though not directly co-related, previous instances of

Our optimism is based on the following:

military confrontation globally have not led to sustained
pressure on equity markets. In fact, markets have moved

View on markets:
Last couple of months has been a challenging period for

higher once the issue was behind us. The table below
lists a few of such instances in the past.

equity investors globally. Even in India, while the headline
Nifty 50 has shown smaller correction, the broader
markets have seen significantly higher drawdowns
across sectors. While multiple challenges have been the
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Vietnam War
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crude price rise and the Russia-Ukraine stand-off
among others. Notwithstanding the fact that these

5-Jun-67

Six-Day War
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6.5

7.7

8-Mar-69

War of Attrition
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0.3

1.5

3.5
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headwinds are serious, we try to analyze various factors
with logical reasoning and data points. Our conclusion:

6-Oct-73

Yom Kippur War
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(0.3)

1.4
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22-Sep-80

Iran-Iraq War
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1.2

1.2

4.1

2.8
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Falkland Islands War

2.2

2.8

1.1

(6.5)
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2-Aug-90

Gulf War

(2.2)

(1.2)

(3.3)

(8.2)

(11.3)

6-Apr-92

Bosnian Conflict

0.3

0.6

0.1

2.8

2.0

reason, our take is that the markets had moved to a
slightly over optimistic scenario and needed a reason to
correct. Off course, quite a few such reasons have
cropped up including inflation, interest rate increases,

The worst seems to be discounted and though we
might not have a sharp V-shaped movement, markets
should start to move into positive trajectory. Be
Positive on Indian equities from a 2-3 year perspective.
RUSSIA-UKRAINE:
Markets have over time generally overreacted near the
geopolitical risks but over time, equity markets have not
seen any sustainable major overhang. (e.g., Iran invasion
of Kuwait caused markets to fall 17% and oil prices
doubled but equities markets were back to peak level 4
months later).
We expect the Russian / Ukraine standoff to continue in

Date

Conflict

Closer home, the Kargil confrontation between India and
Pakistan also saw a sharp correction in the markets in
mid-1999. However, markets rallied sharply as realization
dwelled that this would be a short-lasting conflict. Off
course, strong global markets did lend a helping hand in
this sharp rally.
[Remainder space intentionally left blank]

some form or other, and one should closely track the
developments. However, the investment decision has to
be taken based on the fundamental and economic
scenario both in India and globally. We believe that the
Source: NSDL, PTI, ANI, Bloomberg, BSE, NSE, Abakkus Estimates
STRICTLY CONFIDENTIAL. FOR PRIVATE CIRCULATION ONLY, NOT FOR PUBLIC DISTRIBUTION

www.abakkusinvest.com

Views on the Current Events

Feb 2022

Brent Crude (USD/bl)

Nifty 50 Performance during Kargil War
Kargil War
03-May-99 to
26-Jul-99
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Nifty rallied
41% when
the real war

as the event unfolds and there is a realisation that the
situation might get diffused, the rally in equity markets is
much sharper.
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It is very evident that markets react with heightened
volatility on expectations of a negative event. However,
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Note: 7 year data as on February 24, 2022.

US and OPEC+ Supply to help normalise the 2022
balance
Canadian Production on path for new highs

Crude oil prices:
Crude oil prices have flared up to over USD 100 a barrel.
However, we believe that the probability of oil being
closer to USD 70 per barrel by June/July 2022 is very high.
A combination of the Russia/Ukraine situation diffusing
(USD 20 per barrel rise is due to this event), additional
production due to higher oil prices by OPEC+ countries,
sharp increase in shale production in US and Canada,
increase in production by countries such as Iran and
winter led peak oil demand reducing with the advent of
spring/summer; should lead to oil prices coming back to
semblance. The long-term trajectory for fossil fuel prices

Source: S&P Global Platts Analytics

Supply: Broad based growth anticipated in ’22 in base
case

should be softer as adaption of renewables and
alternatives continues to gather pace.
Global oil supply is likely to remain constrained in the
near term underpinned by OPEC+ producing well below
its production targets and the US production remaining
range bound. However, lifting of sanctions on Iran could
provide some respite by gradually adding ~1.3 mn b/d of
supply. Prior to the Russia event industry, experts were
predicting oil supply to increase steadily at least till Jan23 and this trend should only accelerate.

Source: Macquarie

Inflation/Interest rate rise:
We feel Inflation and interest rate hike fears also seem to
be now discounted by the markets. In fact, if our oil
topping out view comes true, there might be a positive
surprise on this front. US 10-year yields have reacted a bit
from 2% to 1.94% and in India too, the 10-year yields have

Source: NSDL, PTI, ANI, Bloomberg, BSE, NSE, Abakkus Estimates
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come off to less than 6.75% from 6.94% over the last week
or so.

USD INR Exchange Rate
78

CME’s Fed Watch tool showed that traders now see only
a 9.5 percent chance of the US central bank hiking rates
by 50 basis points as against 45 percent probability only
a week ago. Similarly, traders are now nearly certain that
the Fed will only raise interest rates by 25 basis points
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Equity performance of major emerging markets

Note: 2-month data as on February 25, 2022

India has not only been the best performing in the
emerging markets over the last 3-5 year period, but also

Stable Re/ Currency Stability:

the most stable. With global investors facing huge losses,
first in China due to erratic government policy

Amidst all the global volatility and concerns off late, INR
has been very resilient. INR in fact has appreciated to
USD 75 levels vs the highs of 75.75 before the
Russia/Ukraine crisis emerged. This move is despite
crude prices hitting 7-year highs and huge FII outflows.
This has been led by lower current account deficit (in
fact surplus in 5 out the last 6 quarters) and strong
reserves. We believe the INR performance showcases
the strength of the Indian economy and should give
comfort to long-term global investors.

announcements and now in Russia due to the recent
event, the advantage of investing in a very stable
democracy like India could not have been more
pronounced. We expect this to be a major reason for
disproportionate inflows within the emerging market
basket into Indian equities over the next few years. There
is a fair chance that if sanctions are implemented then
Russian markets might be removed from the MSCI/FTSE
global indices and that will also lead to increase in
weightage for Indian equities, leading to higher flows.
India comes across as one of the best and most stable
markets

Source: NSDL, PTI, ANI, Bloomberg, BSE, NSE, Abakkus Estimates
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Note: Data as on Feb 24, 2022. Data in USD

unprecedented inflationary pressures from rising
commodity and energy prices have impacted near term
margins leading to lower EBITDA but strong 24% PAT
growth. We believe that revenue growth will take care of
slightly lower margin and ensure healthy profit growth.

23.5

20.9

17.2

20.3

100%

300

80%

200

60%
40%

100

20%

Vaccinations (% of Population)

Feb-22

Jan-22

Dec-21

Nov-21

0%

Oct-21

0

Daily new cases

Source: Worldometers

Our View / Conclusion:
All in all, we believe that the current correction should be
used as an opportunity to invest rather than be fearful.

repeated but decent mid-teen returns over the next 3-4
years are still possible. A near-term event to be watched
19.10
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We continue to maintain our stand that the past two
years market returns were extraordinary and will not be

44.00

52.10

Q3FY22 - Sales Growth

140%
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Sep-21

revenue growth and the trend here continues to be
better than estimates. On the earnings front

India: Daily New Cases vs Total Vaccinations
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Aggregate top BSE 100 companies reported a strong 30%

20.00

allaying of Covid 3rd wave – Omicron fears. Cases in
India are now at all-time lows and the economy is back
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both GDP growth and corporate earnings growth should
trend better than expected.
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Amid all the noise, we have completely ignored the quick

Jun-21

growth-oriented budget and normalcy in economy
along with a strong latent demand should ensure that
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and truly on way to normalcy.

Corporate earnings have been strong for December
quarter and the outlook going forward is also strong. A
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will be the state elections, particularly the outcome in
Uttar Pradesh.
[Remainder space intentionally left blank]

10.00

S&P BSE 100 ex-energy

S&P BSE 100

Utilities

Comm. Services

Materials

IT

Industries

Health Care

Financials

Energy

Cons. Staples

(10.00)

(0.40)
Consumer Disc.

-

Source: NSDL, PTI, ANI, Bloomberg, BSE, NSE, Abakkus Estimates
STRICTLY CONFIDENTIAL. FOR PRIVATE CIRCULATION ONLY, NOT FOR PUBLIC DISTRIBUTION

www.abakkusinvest.com

Views on the Current Events

Feb 2022

About Us

information herein is correct as of any time subsequent

Abakkus Asset Manager LLP (“the LLP”) is registered as a
Portfolio Manager with SEBI under SEBI (Portfolio

to its date. The contents of this document are provisional
and may be subject to change. In the preparation of the

Managers) Regulations, 2020 as amended from time to
time and the Circulars and Guidelines issued there under

material contained in this document, the LLP has used
information that is publicly available, certain research

from time to time vide SEBI Reg. No.: INP000006457
dated March 14, 2019 and as an Investment Advisor

reports including information developed in-house. The
LLP warrants that the contents of this document are true

under SEBI (Investment Advisors ) Regulations, 2013 as
amended from time to time and the Circulars and

to the best of its knowledge, however, assume no liability
for the relevance, accuracy or completeness of the

Guidelines issued there under from time to time vide SEBI
Reg. No.: INA000015729 dated February 03, 2021. The LLP

contents herein.

is also the Investment Manager to Abakkus Growth Fund,
a SEBI registered Category III AIF vide SEBI Reg. No.:

The LLP declares that the data and analysis provided
shall be for informational purposes. The information

IN/AIF3/18-19/0550 dated June 05, 2018, India-Ahead
Venture Trust, a SEBI registered Category I AIF vide SEBI

contained in the analysis shall been obtained from
various sources and reasonable care would be taken to

Reg. No.: IN/AIF1/21-22/0976 dated January 25, 2022 and
India-Ahead Private Equity Trust, a SEBI registered

ensure sources of data to be accurate and reliable. The
LLP will not be responsible for any error or omission in the

Category II AIF vide SEBI Reg. No.: IN/AIF2/21-22/0980
dated January 27, 2022, under SEBI (Alternative

data or for any losses suffered on account of information
contained in the analysis. While the LLP will take due care

Investment Fund) Regulations, 2012 as amended from
time to time and the Circulars and Guidelines issued

to ensure that all information provided is accurate
however the LLP neither guarantees/warrants the

there under from time to time collectively referred as the
SEBI Registered Intermediary.

sequence, accuracy, completeness, or timeliness of the
report. Neither the LLP nor its affiliates or their partners,

Disclaimer and Disclosures

directors, employees, agents, or representatives, shall be
responsible or liable in any manner, directly or indirectly,

This document confidential and is intended only for the
personal use of the prospective investors/contributors

for views or opinions expressed in this analysis or the
contents or any systemic errors or discrepancies or for

(herein after referred as the Clients) to whom it is
addressed or delivered and must not be reproduced or

any decisions or actions taken in reliance on the
analysis. The LLP does not take any responsibility for any

redistributed in any form to any other person without
prior written consent of the LLP. This document does not

clerical, computational, systemic, or other errors in
comparison analysis.

purport to be all-inclusive, nor does it contain all of the
information which a prospective investor may desire.

There can be no assurance that future results,

This document is neither approved, certified nor its
contents is verified by SEBI.

performance or events will be consistent with the
information provided in this document and the past

The LLP retains all the rights in relation to all information

performance, if any is not the guarantee of the
future/assured performance. Any decision or action

contained in the document(s) and to update the same
periodically or otherwise from time to time. The

taken by the recipient of the document based on this
information shall be solely and entirely at the risk of the

document is provided on personal/confidential/issued
on a Private Placement basis and the document is

recipient of the document. The distribution of this
information in some jurisdictions may be restricted

neither a general offer nor solicitation to avail the service
of investment from the SEBI Registered Intermediary

and/or prohibited by law, and persons into whose
possession this information comes should inform

under the services offered by the LLP/Fund nor is it an
offer to sell or a generally solicit an offer to become an

themselves about such restriction and/or prohibition
and observe any such restrictions and/or prohibition.

investor in the services offered by the LLP/Fund. The
delivery of this document at any time does not imply that

Unauthorized disclosure, use, publication, dissemination
or copying (either whole or partial) of this information, is
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prohibited. The LLP shall not treat recipient/user as a

and other related documents carefully and in its entirety

client by virtue of his receiving/using the contents of the
document in full or part. Neither the LLP nor its affiliates,

and seek clarification wherever required from the SEBI
Registered Intermediary/LLP. Prospective investors

directors,
partners,
employees,
agents,
or
representatives, shall be responsible or liable in any

should make an independent assessment, and consult
their own counsel, business advisor and tax advisor as to

manner, directly or indirectly, for the contents or any
errors or discrepancies herein or for any decisions or

legal, business and tax related matters concerning this
document and the other related documents before

actions taken in reliance on the information. The person
accessing this information specifically agrees to

becoming investing with /though the LLP/in the Fund.

exempt/absolve the LLP or any of its affiliates or
employees from, any and all responsibility/liability

The information contained in this document has been
prepared for general guidance and does not constitute

arising from such misuse/improper/ illegal use and
agrees not to hold the LLP or any of its affiliates or

a professional advice/assurance and no person should
act upon any information contained herein without

employees
responsible
for
any
such
misuse/improper/illegal use and further agrees to hold

obtaining specific professional advice/Assurance.
Neither the LLP nor its Affiliates or advisors would be held

the LLP or any of its affiliates or employees free and
harmless from all losses, costs, damages, expenses that

responsible for any reliance placed on the content of this
document or for any decision based on it. Each

may be suffered by the person accessing
information due to any errors and delays.

existing/prospective client, by accepting delivery of this
document agrees to the foregoing. The Investment

this

The LLP (including its affiliates) and any of its Partners,

portfolio are subject to several risk factors including but
not limited to political, legal, social, economic, and

officers, employees, and other personnel will not accept
any liability, loss, damage of any nature, including but

overall market risks. The recipient alone shall be fully
responsible/are liable for any decision taken on the

not limited to direct, indirect, punitive, special, exemplary,
consequential, as also any loss of profit in any way

basis of this document. The LLP, its partners, employees,
PMS clients, AIF scheme(s), Advisory clients may have

arising from the use of this document or any information
in any manner whatsoever.

existing exposure to the stocks that form part of the PMS
portfolio/Advisory portfolio/AIF scheme(s). Further, in

This document may include certain forward-looking

view of the investment objective/strategy of the PMS
/Advisory and AIF scheme(s) there may be situations

words, statements and scenario which contain words or
phrases such as “believe”, “expect”, “anticipate”,

where Abakkus may be selling a stock which is part of
the PMS portfolio/Advisory portfolio/AIF scheme as the

“estimate”, “intend”, “plan”, “objective”, “goal”, “project”,
"endeavor" and similar expressions or variations of such

case may be.

expressions that are forward-looking statements, words,
and scenario. Actual results may differ materially from

The LLP (including its affiliates) may offer services in
nature of advisory, consultancy, portfolio management,

those suggested by the forward-looking statements due
to risks, uncertainties, or assumptions. The LLP takes no

sponsorship of funds, investment management of funds
which may conflict with each other.

responsibility of updating any data/information.
The LLP operates from within India and is subject to
This document cannot be copied, reproduced, in whole
or in part or otherwise distributed without prior written

Indian laws and any dispute shall be resolved in the
courts of Mumbai, Maharashtra only.

approval of the LLP.
All regulatory disclosures with respect to the LLP are
Prospective investors/clients are advised to review this
Document, the Private Placement Memorandum /

available
https://www.abakkusinvest.com/disclosures

Disclosure Document, the Contribution Agreement /
Client Agreement, representations and presentation(s)
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Alternative Investment Fund
As per SEBI Circular No. SEBI/HO/IMD/DF6/CIR/P/2020/24
dated February 05, 2020, details of industry benchmark
and AIF level performance versus Benchmark Reports
are available at https://www.crisil.com/en/home/whatwe-do/financial-products/alternate-investmentfundsbenchmarks.html#
Portfolio

Management

Services

and

Investment

Advisory Services
You may refer the Disclosure Document available at
https://www.abakkusinvest.com/disclosures
detailed disclosures.
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