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The Stock Market
Performance
During March 2022.

Sensex 56,247.28 58,568.51 4.13%

MIDCAP 23,355.61 24,107.97 3.22%

SMLCAP 26,662.33 28,215.65 5.83%

BSE-100 17,043.27 17,723.94 3.99%

BSE-200 7,247.80 7,539.85 4.03%

BSE-500 22,741.64 23,695.01 4.19%
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Dear Investor,

Equity market logged its best month since August 2021 
with the benchmark BSE sensex scaling over 2321.23 
points or 4.13 percent in March. In spite of global 
markets reeling under the pressure of the ongoing war 
between Russia and Ukraine that has stretched for over a 
month now, both Sensex and Nifty have shown good 
performance during March. The stock market staged a 
comeback since oil prices cooled and there were 
expectations of some resolution to Russia-Ukraine 
conflict. For 2021-22 fiscal, the BSE sensex jumped 
9,059.36 points or 18.30 per cent while the Nifty rallied 2,774.05 points or 
18.88 percent. Both BSE mid-cap and small-cap indices were up by 19.46% 
and 36.64% respectively in fiscal year 2021-22. 

This clearly indicates the strength and resilience shown by domestic investors 
amidst a slew of headwinds from the global markets. The performance 
assumes significance as it came at a time when foreign investors withdrew 
from domestic markets for major parts of the year.

The ruling BJP strode ahead of the Samajwadi Party in Uttar Pradesh while the 
Aam Aadmi Party cornered a landslide win in Punjab. The BJP also reigned in 
Uttarakhand, Manipur and Goa, the other three states for which elections were 
held last month.Though the election results were for assembly polls, this 
assumed significance as these are seen as a pointer to general elections, which 
are two years away.

The Reserve Bank is likely to maintain status quo on interest rates in its 
forthcoming monetary policy review but may change the stance in view of 
retail inflation piercing its upper tolerance limit, global uncertainties created 
by the ongoing Russia-Ukraine war, and the urgency to protect and boost 
growth. The RBI Governor-headed rate setting panel -- Monetary Policy 
Committee (MPC) -- will be holding its first meeting of the 2022-23 fiscal 
from April 6 to 8 and the outcome will be announced on April 8.

Goods and services tax (GST) collections touched an all-time high of over
` 1.42 lakh crore in March, boosted by improved economic activity as the 
Omicron wave waned as well as anti-evasion measures and rate 
rationalisation. With this, the Centre's GST revenue for FY22 amounted to
` 6.19 lakh crore, exceeding the revised budget target of  ̀  5.70 lakh crore. The 
collections could rise further in the next month, benefitting from improved 
economic activity and year-end adjustments.

Warm regards,

Hemant Rustagi
Editor
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Market Outlook

 The impact of geo political frictions on asset markets 

has remained mostly contained even as commodity 

prices stay elevated. Volatility in key commodities such 

as crude oil have intensified with large daily price 

swings becoming a fairly recurring feature in the last 

month. The immediate impact has been higher inflation 

readings and expectations of the same remaining fairly 

elevated in the near future. This has been more pronounced in developed 

markets where loose monetary policy for a long period has been accompanied 

by significant fiscal measures in response to Covid. As a result central bank 

commentary has turned decidedly turned more hawkish with markets 

continuing to reprice expectations of future actions. The US Fed which 

delivered its first policy rate hike in this cycle with a 25bps move is now 

expected to announce larger rate hikes accompanied with balance sheet 

unwinding in the coming months. 

On a more structural basis, the "Transitory inflation" hypothesis may well 

need to be replaced with a more structurally higher trend inflation basis the 

interplay between the trends of deglobalisation, on- shoring of supply chains 

and the impact of geo political events. 

Equity

In a month that began on a somber note, equity markets staged an impressive 

turnaround to end higher by 4% and 4.1% respectively on the Nifty and the 

Sensex. The recovery from intramonth lows was even more impressive with a 

bounce back of over 10%. Markets have looked past geopolitical worries and 

the US Fed eventually commencing the much-anticipated rate hike cycle. 

Technically, the worst of FPI outflows appears to be behind with some inflows 

starting to trickle through now. Even in the wake of one of the strongest FPI 

outflows in the first quarter of this calendar year (to the tune of nearly USD 

15bn in Jan-Mar 22), markets were well behaved thanks to the strong 

counterforce of domestic buying (about USD 13.7bn through the quarter). 

This is encouraging and points to a structural broadening of participation base 

for Indian equities. 

Another technical factor that helped equities was the corrections on the 

sentiment indicators. We had argued last month, using our inhouse equity 

sentiment measure, that the corrective price action of the past few months had 

helped the sentiment reading move to neutral levels from extremely euphoric 

readings of the second of CY21. This in turn suggested that the froth that had 

built-in into equities in second half of CY21 had been cleared making it a 

healthier entry point for long term investors. However, after the sharp run up 

of the past month, valuations have again expanded leading to a contraction in 

expected forward returns. 

Moreover, earnings outlook at least in the immediate term looks uncertain. 

While commodities have cooled off from the intra month highs, they remain 

elevated versus pre-Russia-Ukraine war levels. This may be a headwind for 

corporate margins in the near term in what has otherwise been an improving 

earnings trajectory with six consecutive quarters of healthy earnings growth. 

The more important monitorable is that if the inflation challenge persists it 

may also cause a demand slowdown. This coming at a time when global 

central banks, led by the US Fed, have already commenced their rate hike 

cycles is likely to keep a lid on near-term gains for headline indexes. The US 

bond markets have already begun to price in some possibility of a growth 

slowdown. 

Source: SBIFM research, Bloomberg, FactSet 

Yield curve inversions have been reliable leading indicators of impeding US 

recessions in the past and as we write a part of the curve has already inverted 

with the 2-year yield above the 10-year yield now. Yet the shorter end of the 

curve stays steep with 3 month yields well below the 10-year yield. While 

technical factors such as impact of QE, safe haven demand plus flows could 

also distort yield curve signals, a glance back on past trends is informative. 

Simply put, the bond markets are saying that while policy rates are still low, if 

the Fed does follow through on its rate hike guidance, rates will get high 

enough to cause a growth slowdown. And whether Fed does that or not will 

largely be a function of where inflationary pressures settle. Investors would 

therefore do well to navigate the near term with caution and patience even as 

we stay of the view that longer term, we are in an earnings expansion cycle led 

by a new capital expenditure cycle. 

Fixed Income

Fixed Income markets have remained remarkably resilient notwithstanding 

the inflationary risks arising from external developments and significant 

repricing of market yields in most of the developed markets. Price signals 

from the government bond markets have been muted on account of the lull in 

supply towards the fiscal year end. At the same time, the drought of bond 

issuances and overhang of surplus liquidity ensured no significant repricing 

of bond spreads and yields. In fact, with SDL's trading below AAA PSU 

bonds, the dichotomy may well percolate down into G sec spreads over time. 

Overall, markets continue to remain sanguine perhaps on account of the 

success of RBI guidance and the reinforcement of messaging surrounding 

accommodative stance. Expectations of potential OMO support for 

government borrowings also can be seen in this context, even as the existing 

base of large durable surplus liquidity continues in a situation where the likely 

evolution of inflation outcomes can be a risk factor. 

Most central banks have institutionalised the process of providing forward 

guidance inspite of significant uncertainty as well as volatility in key macro 

data points. However as macro dynamics change contrary to guidance, the 

exit from policy support measures, however well telegraphed would have 

material impact on market outcomes, especially in a context where markets 

have been repeatedly conditioned to accept continued policy support. 

Nowhere is this more apparent than in outcomes in the US treasury markets 

over the last 6 month as the FED started to flip. 

Cont. on page 3...
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...Cont. from page 2

While there have been sufficient debates around the inflation trajectory, other 

macro variables also seem to be poised to / reinforcing potential directional 

changes. A distinct directional improvement seems to be happening in terms 

of Central Government revenue outcomes, which could be explained both by 

improved compliance and ongoing recovery. The average monthly gross GST 

collection for the last quarter of the FY 2021-22 has been ₹ 1.38 lakh crore 

against the average monthly collection of ₹ 1.10 lakh crore, ₹ 1.15 lakh crore 

and 1.30 lakh crore in the first, second and third quarters respectively. GST 

collections for March 22 (pertaining to Feb revenues) came at ₹ 1.42 trillion 

which is 15% higher than the GST revenues in the same month last year and 

46% higher than the GST revenues in March 2020. As per recent news reports, 

Direct tax collections touched nearly ₹ 14 trillion in the FY22, exceeding the 

revised estimates (RE) by ₹1.5 trillion. The directional improvement in 

government finances, ongoing recovery from the pandemic induced 

slowdown, along with conservative growth assumptions provides a 

reasonable buffer to take care of additional expenditure commitments. 

The trends on the external sector though point to an incremental worsening in 

the current account deficit even as the large reserve buffer provides a 

reasonable degree of resilience to external shocks. India's current account 

deficit (CAD) increased to USD 23.0 billion (2.7 per cent of GDP) in Q3 

2021-22 from USD 9.9 billion (1.3 per cent of GDP) in Q2 2021-22 and USD 

2.2 billion (0.3 per cent of GDP) a year ago. Elevated commodity prices, some 

moderation in global growth and ongoing domestic recovery could lead to a 

wider trade deficit even as the outlook on capital flows remain hostage to 

external risk appetite. On net basis Balance of Payments could swing into a 

deficit this financial year after a sufficiently high net surplus in last three 

years. 

The RBI is widely expected to upwardly review the inflation estimates in the 

upcoming policy review. The key question remains if that would suffice for a 

change in the stance or any policy action. While the balance of risks may 

warrant a change, the multiple objectives dilemma and the clear and oft 

repeated preference to prioritise growth may well result in status quo to be 

maintained. The more likely change if any may be some guidance to prepare 

for a shift over the coming months. 

Rajeev Radhakrishnan  
CIO for Debt
SBI Funds Management Limited

Mutual Fund investments are subject to market risks, read all scheme 
related documents carefully.

Market Outlook...
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Performance Of Select Funds
Data as on March 25, 2022

Mutual funds, like securities investments, are subject to market and other risks. As with any investments in securities, the NAV of units can go up or down depending on the factors and forces affecting capital markets.

Please check whether you have received dividend for the fund/s that you may have in your portfolio 
out of this list. In case, you do not maintain any portfolio statement, Wiseinvest can do that for you 
free of charge. Once we have the details, we would send your updated statement every month. You 
can contact our corporate office or our branch to avail of this free service.

*Absolute  ** Annualised. Past performance may or may not be sustained in future.

DEBT
Debt Oriented & Ultra Short Term Debt Fund
 Funds Launch 1 Mth* 3 Mth* 6 Mth* 1 Year* 2 Year** 3 Year** 5 Year**

ABSL Short Term Fund May-03 0.40 0.98 1.56 4.83 8.64 7.43 7.16

Axis Corporate Debt Fund Jul-17 0.31 0.96 1.52 4.48 8.40 6.48 —

HDFC Corporate Bond Fund Jun-10 0.32 0.74 1.34 4.90 8.21 7.93 7.64

Kotak Corporate Bond Fund - Standard Sep-07 0.28 0.84 1.48 4.67 7.20 7.14 7.27

Kotak Banking and PSU Debt Fund Dec-98 0.22 0.67 1.42 4.96 7.71 7.78 7.47

SBI Banking and PSU Fund Oct-09 0.18 0.85 1.19 4.00 7.15 7.06 7.11

ICICI Prudential Savings Fund Sep-02 0.51 0.71 1.17 3.94 6.57 6.53 6.84

Kotak Savings Fund Aug-04 0.30 0.96 1.71 3.44 4.84 5.25 6.04

EQUITY FUNDS

 Fund Launch 6 Mth* 1 Year* 2 Year** 3 Year** 5 Year** 7 Year** 10 Year** 15 Year**

ABSL Frontline Equity Fund Aug-02 -4.72 20.96 44.56 14.40 11.62 10.59 14.90 13.43

ABSL Flexi Cap Fund Aug-98 -5.36 22.88 45.68 16.32 12.63 12.74 16.86 13.15

Axis Bluechip Fund Jan-10 -8.27 16.15 31.50 16.67 16.22 12.36 15.60 —

Axis Focused 25 Fund Jun-12 -12.43 15.34 35.39 17.08 15.15 13.12 — —

Axis Growth Opportunities Fund Oct-18 -3.01 30.38 49.44 24.75 — — — —

Canara Robeco Flexi Cap Fund Sep-03 -5.28 21.71 41.41 18.35 16.10 12.25 14.72 14.47

Canara Robeco Emerging Equities Fund Mar-05 -5.32 23.12 46.31 19.11 15.23 15.39 21.06 17.02

HDFC Flexi Cap Fund Jan-95 3.29 27.94 51.97 14.70 13.22 11.56 14.37 13.75

HDFC Top 100 Fund Oct-96 -0.53 21.78 44.85 11.78 11.52 10.46 13.06 13.27

HSBC Large Cap Equity Fund Dec-02 -5.25 15.47 38.18 14.62 11.78 10.61 12.34 10.46

HSBC Focused Equity Fund Jul-20 -4.67 21.03 — — — — — —

ICICI Prudential Bluechip Fund May-08 -1.66 22.75 44.99 15.81 13.55 11.78 14.77 —

IDFC Core Equity Fund Aug-05 -2.53 21.79 47.15 15.01 11.88 11.04 13.69 10.46

Invesco India Contra Fund Apr-07 -4.08 19.95 44.12 16.08 14.61 13.17 17.07 —

Kotak Bluechip Fund Dec-98 -6.16 17.92 42.86 16.44 13.11 11.11 14.05 12.01

Kotak Equity Opportunities Fund Sep-04 -2.18 21.43 44.84 17.80 13.80 12.93 16.04 13.66

Kotak Flexicap Fund Sep-09 -4.68 16.33 40.03 13.76 12.31 12.22 16.40 —

Mirae Asset Emerging Bluechip Fund Jul-10 -4.85 22.35 51.95 21.57 17.57 18.11 23.27 —

Mirae Asset Focused Fund May-19 -5.31 21.59 51.13 — — — — —

Mirae Asset Large Cap Fund Apr-08 -5.31 18.85 42.51 14.91 14.00 12.94 16.75 —

Motilal Oswal Large and Midcap Fund Oct-19 -9.40 17.63 41.63 — — — — —

Nippon India Large Cap Fund Aug-07 -1.58 25.95 45.98 12.98 12.70 10.78 14.98 —

Nippon India Multi Cap Fund Mar-05 1.28 34.92 53.52 15.26 13.65 10.25 15.15 14.09

Parag Parikh Flexi Cap Fund May-13 -2.37 30.97 55.33 25.74 20.44 17.00 — —

SBI Focused Equity Fund Oct-04 -5.13 25.80 40.73 18.82 17.23 14.33 18.00 15.06

UTI Flexi Cap Fund May-92 -11.06 16.54 45.62 19.64 16.14 12.89 15.98 14.63

Large Cap, Large & Midcap, Multi Cap

Sectoral / Thematic Fund & Tax Saving

ICICI Prudential Banking and Financial Aug-08 -8.27 11.24 41.23 7.87 9.38 11.61 16.43 —

Nippon India Banking & Financial May-03 -2.96 21.28 46.15 8.34 9.57 10.08 13.72 16.19

ICICI Prudential Pharma Healthcare Jul-18 -7.69 16.55 46.93 25.20 — — — —

Nippon India Pharma Fund Jun-04 -7.17 19.06 45.70 24.42 16.32 11.25 18.04 19.56

SBI Healthcare Opportunities Fund Jul-99 -5.75 17.52 43.25 23.26 9.84 6.77 16.85 13.50

Kotak Pioneer Fund Oct-19 -4.62 19.40 54.47 — — — — —

Axis Long Term Equity Fund Dec-09 -12.68 13.63 34.49 16.51 14.50 11.75 18.44 —

IDFC Tax Advantage (ELSS) Fund Dec-08 1.45 32.71 62.90 20.50 16.40 13.36 17.76 —

Kotak Tax Saver Fund Nov-05 0.17 24.23 46.50 18.44 13.97 12.47 15.20 11.49

Mirae Asset Tax Saver Fund Dec-15 -4.49 21.07 51.34 20.30 17.71 — — —

ARBITRAGE FUNDS
 Funds Launch 3 Mth* 6 Mth* 1 Year* 2 year** 3 Year** 5 Year**

ICICI Prudential Equity Arbitrage Fund Dec-06 0.73 1.66 3.92 3.98 4.52 5.07

IDFC Arbitrage Fund Dec-06 0.78 1.58 3.66 3.69 4.28 4.96

Kotak Equity Arbitrage Fund Sep-05 0.87 1.81 4.05 4.06 4.64 5.24

Midcap & Smallcap

Axis Midcap Fund Feb-11 -5.08 25.12 44.73 23.02 19.49 15.14 20.27 —

HDFC Mid-Cap Opportunities Fund Jun-07 -1.18 26.77 54.21 18.39 13.16 13.78 18.63 —

Kotak Emerging Equity Fund Mar-07 -1.00 25.87 56.21 22.85 15.39 15.53 19.99 —

L&T India Value Fund Jan-10 -1.21 28.28 52.83 17.35 12.45 13.51 18.38 —

Motilal Oswal Midcap 30 Fund Feb-14 4.52 39.66 52.60 21.65 12.74 12.36 — —

UTI Mid Cap Fund Apr-04 -5.19 25.30 55.34 21.83 13.69 12.59 19.46 15.69

HYBRID
 Fund Launch 6 Mth* 1 Year* 2 Year** 3 Year** 5 Year** 7 Year** 10 Year** 15 Year**

ABSL Equity Hybrid '95 Fund Feb-95 -1.42 20.69 38.80 13.10 9.93 9.84 13.48 12.98

Canara Robeco Equity Hybrid Feb-93 -3.87 16.04 31.43 15.48 13.13 11.71 14.46 13.49

DSP Equity & Bond Fund May-99 -6.70 13.14 31.20 14.84 11.57 11.31 13.17 12.69

ICICI Prudential Equity & Debt Nov-99 6.45 35.02 48.36 19.31 14.63 13.68 16.53 13.42

Kotak Equity Hybrid Fund Nov-99 -0.03 18.09 41.47 17.62 12.12 11.16 12.68 11.27

SBI Equity Hybrid Fund Dec-95 -1.75 18.80 32.44 15.26 13.39 11.47 15.71 12.54

ABSL Bal. Advantage Fund Apr-00 -2.57 11.08 27.72 11.15 8.78 — — —

ICICI Prudential Bal. Advantage Dec-06 1.36 12.23 28.46 11.98 10.31 — — —

IDFC Bal. Advantage Fund Oct-14 -3.07 9.60 24.06 10.60 9.14 — — —

Kotak Bal. Advantage Fund Aug-18 -1.45 9.22 26.42 11.48 — — — —

Nippon India Bal. Advantage Nov-04 -2.17 10.55 24.42 10.05 9.34 — — —

IDFC Equity Savings Fund Jun-08 0.00 8.14 17.30 7.71 6.28 — — —

Kotak Equity Savings Fund Oct-14 2.76 11.14 18.86 9.51 8.78 — — —

  Scheme name Date Dividend declared in ̀  Per unit

ICICI Prudential Equity & Debt Fund 03-03-2022 0.16

DSP Equity Opportunities Fund 03-03-2022 3.00

DSP Healthcare Fund 03-03-2022 1.80

Nippon India Large Cap Fund 07-03-2022 1.75

HDFC Tax Saver Fund 10-03-2022 5.75

HDFC Dividend Yield Fund 10-03-2022 1.00

HDFC Housing Opportunities Fund 10-03-2022 1.00

DSP Flexi Cap Fund 10-03-2022 5.30

DSP Natural Resources and New Energy Fund 10-03-2022 2.50

DSP Value Fund 10-03-2022 1.30

Mirae Asset Emerging Bluechip Fund 14-03-2022 3.50

Mirae Asset Tax Saver Fund 14-03-2022 1.75

Nippon India Value Fund 15-03-2022 1.25

Nippon India Focused Equity Fund 15-03-2022 1.25

ICICI Prudential Value Discovery Fund 16-03-2022 3.75

ICICI Prudential Long Term Equity Fund (Tax Saving) 16-03-2022 0.70

ICICI Prudential Manufacturing Fund 16-03-2022 1.50

ICICI Prudential Dividend Yield Equity Fund 17-03-2022 1.50

ICICI Prudential Equity & Debt Fund 17-03-2022 0.80

ICICI Prudential India Opportunities Fund 17-03-2022 1.50

Sundaram Aggressive Hybrid Fund 17-03-2022 0.24

PGIM India Hybrid Equity Fund 17-03-2022 0.13

DSP Top 100 Equity Fund 17-03-2022 2.10

Sundaram Diversified Equity  21-03-2022 0.37

L&T Tax Advantage Fund 22-03-2022 0.80

L&T Large and Midcap Fund 22-03-2022 0.17

Mirae Asset Hybrid - Equity 22-03-2022 1.25

L&T Hybrid Equity Fund 22-03-2022 0.14

L&T Hybrid Equity Fund 22-03-2022 0.90

Sundaram Focused Fund 25-03-2022 1.24

Sundaram Dividend Yield Fund 25-03-2022 1.09

HDFC Hybrid Equity Fund 25-03-2022 0.25

IDFC Hybrid Equity Fund 25-03-2022 0.15

Invesco India Contra Fund 25-03-2022 3.00

Invesco India Focused 20 Equity Fund 25-03-2022 1.50

Sundaram Large Cap Fund 25-03-2022 0.49

DSP Equity & Bond Fund 28-03-2022 0.20

Aditya Birla Sun Life Dividend Yield Fund 30-03-2022 0.26

Aditya Birla Sun Life Equity Hybrid 95 Fund 30-03-2022 2.21

Dividends declared by equity and equity-oriented funds during
the month of March 2022
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Debt Market Outlook

Bond markets world over have been in the eye of storm 

in the last few months – especially with the relentless 

increase in inflation in the US. US inflation is now at 

8.5% while US 10 year gsec yield is sub 3%. That is a 

negative real rate of over 5.5%!! We have seen US Fed 

hike rates first time in over 3 years to combat the worst 

inflation in US since 1970's. As recent as December last year, the markets were 

discounting ~3 rate hikes in CY 2022. Now, we are staring at ~7-8 rate hikes 

for this year. The inversion of the yield curve may not deter the US Fed from 

rate hike moves yet! Talks of recession have picked up momentum in the US, 

which is also reflecting the futures rate curve. World over, the excesses that 

were injected into the system as steroids are being pumped out – an attempt to 

get back to the pre pandemic era 

In India too, the RBI has finally bitten the bullet towards change in policy 

stance by being “less accommodative” even as it kept the policy repo rate 

unchanged with a unanimous vote. They have managed this by introducing a 

new tool SDF (standing deposit facility) as means to manage liquidity more 

efficiently. The RBI has also maintained that they will continue to have a 

nuanced and nimble approach to liquidity management even as they move 

towards normalisation going ahead. We have for long been arguing for a case 

to narrow the corridor between repo and reverse repos to pre pandemic levels. 

By introduction of SDF, the RBI has just done that – a move which has led to 

40 bps rise in overnight rates. Also, usage of SDF as a tool offers more 

flexibility to RBI as they do not need to place collateral every time they drain 

out liquidity. We however expect the transition from ~INR 8.5 tn liquidity to 

~INR 2 tn (pre pandemic level) liquidity to be a gradual one.

The inflation (read CPI) forecast has been revised higher from 4.5% to 5.7%. 

Also, growth outlook has been lowered from 7.80% to 7.20% for FY 2023. 

This unambiguously articulates RBIs preference to sequence inflation over 

growth in its priority list. This is in line with global central banks narrative as 

well. There is a lingering concern that inflation could be more broad-based 

and relatively sticky – a case which has got further accentuated post outbreak 

of war. All this comes with an assumption of $100 on crude oil prices. Of 

course the swing could be either ways, but non fuel items too have displayed 

stellar price gains bolstering case to remain cautious on inflation front.

The policy has clearly shifted gear from being dovish to a more hawkish 

guidance and undertone. The accommodative stance is now geared towards 

being withdrawn to ensure inflation remains within target. Markets will now 

start discounting rate hikes at the earliest – though there is no sense of urgency 

displayed by RBI to hike rates. 

The RBI also remains non-committal on their plans to ensure orderly 

evolution of the yield curve (no OMO/OT etc on the radar for now) – not a 

very happy situation given weekly government bond supply and tepid 

demand. Hence, we expect 10 year g-sec to gradually drift higher from current 

levels, trying to play some catch up game with UST (US treasury) which has 

shown a relentless rise

What are Indian policy makers likely to do next?

The answer to this is not very straightforward. While growth has been 

sequenced next in line to inflation, the fact that global growth is slowing down 

is a reality. China is isolated in lock downs, another factor accentuating the 

case for slower growth. This cannot be left totally unattended by policy 

makers, including India. We also kick start FY 2023 GoI borrowing program 

April 22 onward. ~60% of the total borrowing has been announced for H1 FY 

23. How well the RBI (in the role of merchant banker to GoI) can navigate 

through this mammoth borrowing program would be a key determinant to 

direction of bond yields going forward. Markets will continue to look out for 

some announcement to anchor the long end of the yield curve - OT (Operation 

Twist) GSAP (Gsec secondary market acquisition program) – though nothing 

was announced in the recent policy.  Supporting growth recovery is also an 

important task the RBI cannot ignore, hence abrupt/ sharp moves in rates 

could be a near term dampener.  

While the interest rate swap curve in India has already discounted 3-4 rates 

hikes, the week on week supply may not let yields soften materially from 

current levels. Fixed income investors are better off focusing on 'carry' 

strategies in such scenario.

Lakshmi Iyer

Chief Investment Officer (Debt) & Head Products

Kotak Mahindra Asset Management Company

Mutual Fund investments are subject to market risks, read all scheme 

related documents carefully.
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Equity Market Outlook

We have just entered the new financial year. The last 

quarter of the financial year was quite eventful. The Brent 

Crude prices moved towards $140 per barrel during the 

month and retraced sharply towards the end of the month. 

Most commodities also witnessed sharp increases during 

the month. The US Fed finally hiked the interest rates by 

0.25% and signalled further hikes going forward. The US 

10 Yr treasury firmed up by ~50 bps, while the Indian 10 Yr bond yield moved 

up marginally amid increased geopolitical tensions due to the continuing 

conflict between Russia-Ukraine. On the local front, we also saw state 

election results coming through and thereby, removing overhang on the 

market.

The Indian equity market movement during the past month belied the 

volatility caused by relentless selling by Foreign Institutional Investors and 

sharp price moves seen across most commodities globally amid continuing 

global tensions. The Nifty 50 index went up by about 4%, while midcap and 

smallcap segments fared even better with 4.8% and 6.2% gains during the 

previous month.  

On the global front, the fears surrounding high inflation and its adverse 

impact on global interest rates seem to be unabated. We have seen inflation 

fears dominating the markets and the yields have firmed up across the globe in 

recent weeks. The disappointments of late reflect an intensification of 

manufacturing supply constraints and an inflation surge that have taken a 

heavy toll on goods demand. 

On the domestic front, economic activity and macro indicators showed mixed 

trend. While the covid concerns are the wane and the recent GST collections 

crossed record levels of  ̀  1,42,000 crore, GDP estimates for FY23 witnessed 

downgrades and current account deficit widened to 2.7% of GDP in the third 

quarter – the highest in 9 years, driven by the impact of soaring global 

commodity prices. The external sector matrix remains vulnerable from 

uncertainties arising from geopolitical risks, differential pace of policy 

normalization by central banks.

Recent conversations have centered on corporate margins and profitability 

given the prevailing context of commodity prices post Russia-Ukraine war. 

Overall, we believe, the next two quarters are going to see a sharp margin 

impact and corporate commentaries will worsen before it gets better. 

Secondly, while the Nifty has not seen much earnings downgrade so far 

(thanks to upgrades in Metals and O&G and neutral to no impact in IT and 

BFSI), the broader universe is clearly bearing the brunt of commodity cost 

inflation – a trend we witnessed even in the previous quarter. That said, if the 

input cost situation do not improve and price increases become inevitable, we 

are not too far away from some demand dislocation in an already weak 

economy. And this, at some point of time may manifest in earnings 

downgrade even for the Nifty, in our view.

As far as our portfolios are concerned, we continue to focus on economic 

recovery plays and consistent compounders that have room for higher than 

average market earnings growth as well as possible valuation rerating. 

On the valuations front, currently the largecap indices seem to be trading 

above fair value zone. While we remain positive on Indian equities, we also 

recognize that the current valuation levels do not leave much room for any 

negative developments or disappointments. The delivery of earnings on 

expected lines will be very crucial for sustenance of current levels, more so for 

mid and small caps. 

As far as how to go about investing in equities now, we believe that one needs 

to follow time tested principles of regular investing and long term focus. With 

expectations of continued volatility in the short term, we advise equity 

investors to make disciplined and regular investments with long term focus, 

and utilise periods of volatility to build on long term portfolio at better 

valuations. We continue to be positive on the corporate earnings cycle over 

the next few years, despite fears of disappointments in the immediate term.  

We advise investors to have a slight tilt towards largecaps and look at mid and 

small cap strategies only from an overall cycle perspective and have an 

investment horizon of at least 3 to 5 years. 

Let me end by wishing all of you a prosperous new financial year! Thank you!

Harsha Upadhyaya

President and CIO – Equities

Kotak Mahindra Asset Management

Mutual Fund investments are subject to market risks, read all scheme 

related documents carefully.
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