Market Outlook

Market Update
June’22 was another challenging month for investors
globally as markets remained concerned over high
inflation, rising interest rates and its impact on global
demand. With fears of recession / stagflation in focus,
key benchmark indices globally fell in a 6-13% range.
Indian equity markets also followed the weak sentiments,
with NIFTY50 down 4.8% and S&P BSE Midcap and S&P
BSE Smallcap down by 6.2% & 6.4% respectively. Broader
market correction has been more widespread with stocks
down 15-40% in this correction phase.
With US Federal Reserve indicating likelihood of a further
hike of 50-75 bps in the July’22 policy, all economic
debate is centered around how much is US Federal
Reserve going to front load hikes to cool inflation. The
other parallel discussion centres on the scenario of US
Fed’s response if demand takes a severe beating or
if economy heads for a hard landing. RBI in its June’22
meeting, unanimously increased policy repo rate by 50
bps to 4.9% to curb inflation. GOI announced windfall
taxes on oil and refinery companies to partially offset
the impact of extreme high prices and margins. FII sold
another ~USD 6.4 bn during the month while domestic
institutions remained net buyers with a flow ~USD 5.9 bn.
Macro Update
India’s current account deficit (CAD) decreased to USD
13.4 bn (1.5% of GDP) in Q4 of FY22 from USD 22.2 bn (2.6%
of GDP) in Q3 of FY22. The sequential decline in CAD in Q4
of FY22 was mainly on account of a moderation in trade
deficit and lower net outlay of primary income. However,
trade deficit for June ’22 came in at a record USD 25.6 bn.
INR hit an all-time low of over 79 against the USD, though
the depreciation in INR has been among the lowest
compared to all other major currencies.
Domestic demand indicators remained strong. India’s
eight core sectors grew by 18.1% in May’22, highest in 13
months led by healthy growth in coal, crude oil, fertilizers,
cement and electricity production. GST collection in
June’22 touched over INR 1.44 lakh crore increased by
56% Y-o-Y, second highest collection next to the April’22
collection, showing strong underlying demand scenario
in the economy. On economy front, IIP growth in April’22
came in at 7.1% compared to 2.2% in March’22. May’22 CPI
inflation moderated sharply to 7.0% from 8 year high of
7.8% YoY in April’22. Wholesale inflation for May’22 rose to
15.9% YoY, highest in at least 17 years.
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Commodity Prices
After a sharp rise, prices of commodities across the
board have started to correct meaningfully. Metals,
agri commodities as well as crude have come down
substantially from their recent peak. The Bloomberg
Commodity Index is down around 20% from its recent
high in less than a month and makes us confident that
the worst probably on inflation is behind us.
Commodity Index
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Crude prices have been very resilient, a function of Russia/
Ukraine conflict as also the view that major oil producing
countries have no spare capacity left. Our view over the
last few months has been of crude correcting to USD 7580 per barrel by August (read previous communication).
Finally, we are seeing first signs of crude prices correct
sharply, a function of increasing supplies but more
importantly, a fall in demand due to very high prices at
the consumer level. WTI crude prices have come off to
a level of USD 100 per barrel, a more than ~20% fall from
recent peaks.

FY period: April-Mar, CPI: Consumer Price Index, WPI: Wholesale Price Index FII: Foreign
Institutional Investors, GST: Goods & Services Tax, DII: Domestic Institutional Investors
Fed: US Federal Reserve, IIP: Index of Indutrial Production, GSec: Government of India
Dated Securities, GOI: Government of India, FDI: Foreign Direct Investment, CAD: Current
Account Deficit, CAGR: Compound Annual Growth Rate
Inflation numbers released with 1 month lag, Core Sector number released with 1 month
lag, IIP number released with 2 month lag
Source: NSDL, PTI, ANI, Bloomberg, BSE, NSE, Abakkus Estimates, RBI
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Following the sharp correction in commodities generally,
it is likely that inflation might have already peaked
and might start to come off in the next few months.
Accordingly, it is very much possible that rate hikes might
subside sooner than what was earlier expected. This is
reflected in the sharp fall in US 10-year GSec yields to 2.9%
from its high of 3.4%.
US 10 Yr G-Sec Yield

Market Outlook
The last 2-3 months have been quite challenging for
equity investors globally. Indian equities have also seen
a sharp drawdown across the board and slightly more
in the mid and small cap space. Apart from the macro
economic concerns of rising inflation, rising interest rates,
fear of growth slowdown and pressure on corporate
profit margins; the record selling from FPIs has also been
a major cause of this deep correction. Having said that,
the situation on the ground continues to be optimistic.
Buoyant tax collections clearly indicate that demand
scenario and economic activity continues to be strong.
Government initiatives like “Make in India” are having
widespread positive impact and so is the case on
export opportunities owing to China+1 strategy. Normal
monsoon is also an added comfort specially for the rural
economy. Post the recent correction, valuations are just
below 10 year average and opportunities have opened
up in mid-small caps after the sharp fall in prices.
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Rainfall forecast to 103% of long period average.
While monsoon has seen a delayed start, over the last
few days we have seen a pickup. IMD too in its latest
forecast for 2022 is now predicting rainfall to be at 103% of
the Long Period Average (LPA) vs 99% predicted in April.
This bodes well for the rural economy.
Quarterly Results Expectations
On a reported basis, NIFTY50 Q1FY23 sales growth is
expected to show sales growth of 32% while PAT growth
is expected to ~20%. (Source: Bloomberg, Antique
Estimates). Cost pressures is likely to be seen at multiple
sector/company levels due to high input costs. Key
focus would be on management commentary on overall
demand environment in the backdrop of elevated
inflation, price & interest rate hikes and slowing global
growth. If the demand outlook remains strong then we
expect markets wont be too worried on the margin slide
as commodities have started to cool off.
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As highlighted earlier, commodity prices have fallen
sharply and therefore a positive read through on inflation
fears and interest rate increases is possible. Crude prices
have corrected and any further fall can be the biggest
positive for India that is largely dependent on imported
crude. While US Dollar continues to rise to record levels,
leading to global volatility in all asset classes and the
Russia/Ukraine issue continues to be a cause of worry;
the worst seems to be getting discounted and a gradual
improvement is more likely than otherwise.
From Indian equities perspective, the near-term will
continue to be volatile. However, we would recommend
that investors make fresh investments over the next
couple of months. While returns won’t be linear, we are
confident that healthy mid teen benchmark earnings
CAGR over FY22-25 will eventually get reflected in market
returns.
IMD: India Meteorological Department
Companies/stocks/Sectors mentioned above may or may not be the part of one
or more of Investment Manager’s (IM) PMS Investment Approaches, Advisory and/
or AIF Schemes. The stocks/sectors are for representation purpose only and are not
recommendations to invest and the IM may or may not have exposure to the same.
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About Us

Abakkus Asset Manager LLP (“the LLP”) is registered as a Portfolio Manager
with SEBI under SEBI (Portfolio Managers) Regulations, 2020 as amended
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not take any responsibility for any clerical, computational, systemic, or
other errors in comparison analysis.

from time to time and the Circulars and Guidelines issued there under

There can be no assurance that future results, performance, or events

2019 and as an Investment Advisor under SEBI(Investment Advisors)

the past performance, if any is not the guarantee of the future/assured

from time to time vide SEBI

Reg. No.: INP000006457 dated March 14,

Regulations, 2013 as amended from time to time and the Circulars

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

Manager to Abakkus Growth Fund, a SEBI registered Category III AIF
vide SEBI Reg. No.: IN/AIF3/18-19/0550 dated June 05, 2018, India-Ahead
Venture Trust, a SEBI registered Category I AIF vide SEBI Reg. No.: IN/AIF1/21-

22/0976 dated January 25, 2022 and India-Ahead Private Equity Trust, a
SEBI registered Category II AIF vide SEBI Reg. No.: IN/AIF2/21-22/0980 dated

January 27, 2022, under SEBI (Alternative Investment Fund) Regulations,
2012 as amended from time to time and the Circulars and Guidelines
issued there under from time to time collectively referred as the SEBI
Registered Intermediary.

Disclaimer and Disclosures

This document confidential and is intended only for the personal use
of the prospective investors/contributors (herein after referred as the

Clients) to whom it is addressed or delivered and must not be reproduced
or redistributed in any form to any other person without prior written

consent of the LLP. This document does not purport to be all-inclusive,
nor does it contain all of the information which a prospective investor

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

will be consistent with the information provided in this document and

performance. Any decision or action taken by the recipient of the
document based on this information shall be solely and entirely at the

risk of the recipient of the document. The distribution of this information
in some jurisdictions may be restricted and/or prohibited by law, and
persons into whose possession this information comes should inform
themselves about such restriction and/or prohibition and observe

any such restrictions and/or prohibition. Unauthorized disclosure, use,

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

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

agents, or representatives, shall be responsible or liable in any manner,

directly or indirectly, for the contents or any errors or discrepancies herein
or for any decisions or actions taken in reliance on the information. The
person accessing this information specifically agrees to exempt/absolve
the LLP or any of its affiliates or employees from, any and all responsibility/

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

such misuse/improper/illegal use and further agrees to hold the LLP or
any of its affiliates or employees free and harmless from all losses, costs,
damages, expenses that may be suffered by the person accessing this
information due to any errors and delays.

The LLP retains all the rights in relation to all information contained in the

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

to time. The document is provided on personal/confidential/issued on

nature, including but not limited to direct, indirect, punitive, special,

document(s) and to update the same periodically or otherwise from time

a Private Placement basis and the document is neither a general offer

nor solicitation to avail the service of investment from the SEBI Registered
Intermediary under the services offered by the LLP/Fund nor is it an offer

and other personnel will not accept any liability, loss, damage of any
exemplary, consequential, as also any loss of profit in any way arising from
the use of this document or any information in any manner whatsoever.

to sell or a generally solicit an offer to become an investor in the services

This document may include certain forward-looking words, statements

not imply that information herein is correct as of any time subsequent

“anticipate”, “estimate”, “intend”, “plan”, “objective”, “goal”, “project”,

offered by the LLP/Fund. The delivery of this document at any time does

to its date. The contents of this document are provisional and may be
subject to change. In the preparation of the material contained in this
document, the LLP has used information that is publicly available, certain

research reports including information developed in-house. The LLP
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.

The LLP declares that the data and analysis provided shall be for

and scenario which contain words or phrases such as “believe”, “expect”,
“endeavor” and similar expressions or variations of such expressions that

are forward-looking statements, words, and scenario. Actual results may

differ materially from those suggested by the forward-looking statements

due to risks, uncertainties, or assumptions. The LLP takes no responsibility
of updating any data/information.

This document cannot be copied, reproduced, in whole or in part or
otherwise distributed without prior written approval of the LLP.

informational purposes. The information contained in the analysis shall

Prospective investors/clients are advised to review this Document, the

to ensure sources of data to be accurate and reliable. The LLP will not be

Agreement / Client Agreement, representations and presentation(s) and

been obtained from various sources and reasonable care would be taken
responsible for any error or omission in the data or for any losses suffered
on account of information contained in the analysis. While the LLP will take

due care to ensure that all information provided is accurate however the
LLP neither guarantees/warrants the sequence, accuracy, completeness,

or timeliness of the report. Neither the LLP nor its affiliates or their partners,
directors, employees, agents, or representatives, shall be responsible or
liable in any manner, directly or indirectly, for views or opinions expressed
in this analysis or the contents or any systemic errors or discrepancies or

for any decisions or actions taken in reliance on the analysis. The LLP does
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Private Placement Memorandum / Disclosure Document, the Contribution
other related documents carefully and in its entirety and seek clarification
wherever required from the SEBI Registered Intermediary/LLP. 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 and the other related
documents before becoming investing with /though the LLP/in the Fund.

The information contained in this document has been prepared for general
guidance and does not constitute a professional advice/assurance and
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no person should act upon any information contained herein without

obtaining specific professional advice/Assurance. Neither the LLP 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 client, by accepting delivery of this document

agrees to the foregoing. The Investment portfolio 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. The LLP,
its partners, employees, PMS clients, AIF scheme(s), Advisory clients may
have existing exposure to the stocks that form part of the PMS portfolio/

Advisory portfolio/AIF scheme(s). Further, in view of the investment
objective/strategy of the PMS /Advisory and AIF scheme(s) there may be

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

The LLP (including its affiliates) may offer services in nature of advisory,
consultancy, portfolio management, sponsorship of funds, investment
management of funds which may conflict with each other.

The LLP operates from within India and is subject to Indian laws and any
dispute shall be resolved in the courts of Mumbai, Maharashtra only.
All regulatory disclosures with respect to the LLP are available at
https://abakkusinvest.com/regulatory-disclosure/

Portfolio Management Services and Investment Advisory Services
You may refer the Disclosure Document available at
https://abakkusinvest.com/regulatory-disclosure/
for detailed disclosures.

Principal Officer/Compliance Officer Details under IA:
Mr. Biharilal Deora,

Tel: 022-68846600

Email: compliance@abakkusinvest.com
For Queries/Grievances
Email: compliance@abakkusinvest.com
Contact Us
For Investor Service Queries
Write to us at service@abakkusinvest.com or call at
+91 22 68846601 or +91 22 68846602

Abakkus Corporate Center, 6th Floor, Param House, Shanti Nagar, Near
Grand Hyatt, Off Santacruz Chembur Link Road, Santacruz East, Mumbai
– 400055.
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