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Rising US interest rate                                  
is a near-term headwind for markets

The single most important factor impacting equity and bond markets, globally, is
the interest rate trend in the mother market US. Inflation in US, though coming
down, continues to be higher-than-anticipated earlier, and consequently, the
markets are pricing-in ‘higher for longer’ interest rate regime. The 1-year bond
yield in US shot up to 5% recently, making fixed income investment highly
attractive. As Warren Buffet always cautioned, when interest rates go up, stock and
bond prices go down. In this rate hiking cycle in the US, the Fed has raised rates
by 450 bp. Another rate hike is imminent in the 22 March policy meet. This highly
restrictive monetary policy will continue to be a major headwind for equity
markets in the short run.

The global economic situation continues to be dynamic. When the aggressive
monetary tightening began in the US in 2022, it was believed that the US economy
will tip into recession by early 2023. But the US economy is showing no signs of
recession, as of now. The US unemployment rate at 3.5% is at a 50-year high and
the labour market continues to be surprisingly tight. In this scenario, the Fed has
no option but to raise rates till the economy cools down. It is possible that the
terminal Fed funds rate can rise beyond 5.6% – a scenario that was inconceivable a
few months back.

“Interest rates are to asset prices like gravity to apple; they 
power everything in the economic universe.”

- Warren Buffet



Dr. V K Vijayakumar
Chief Investment Strategist, Geojit

The MPC also is not done with tightening. The repo rate has moved up all the way
from 4% to 6.5% so far in this tightening cycle and one more rate hike is likely in the
coming policy meet. Fixed income returns have become attractive and is likely to
remain high for some time. Therefore, fixed income assets should be an integral part
of the portfolio for the short-term.

This challenging market environment also provides an opportunity for investors.
Indian economy is doing well even in this difficult global environment. India is likely to
achieve a GDP growth rate of 6.8% in FY 23 and around 6% in FY 24. This means India
will be the fastest growing large economy in the world for three years in a row. US
growth will slow down this year and the Euro Zone is struggling with anaemic growth
rates. China’s growth rate will remain low for many years to come. Therefore, India
will continue to remain an attractive investment destination. If the market corrects
and valuations become attractive, there will be a flood of portfolio flows to India.
Investors should wait with patience and use weakness in the market to buy high
quality stocks for the long-term. Domestic economy facing segments, particularly in
banking, capital goods and the four-wheeler space in autos have good prospects.

As indicated in the January article, the excessive volatility in equity markets will
continue in the first half of 2023. A steady trend will emerge only after the markets
see clarity in the trends in US inflation, Fed’s policy response and its impact on the US
economy.
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Q3FY23 earnings review
 Nifty-50, Q3FY23 aggregate revenue grew by 18%, which was in-line with expectations. However,

PAT was up by modest 7%, was below expectations.

 Earnings growth was driven by banking and finance, auto, capital goods, telecom, FMCG, and power
utilities, which were offset by earnings declines from cement, metals, oil and gas, chemicals, and
retail.

 Auto sector earnings were benefitted by strong volume momentum in passenger vehicles (PV) and
commercial vehicles (CV) led by new launches, continued momentum in Sport Utility Vehicles (SUVs)
and infra momentum. Reduction in supply chain issues and moderation in commodity prices also
helped. However, 2-wheelers were impacted by stagnant exports and moderate rural demand. But
premium segment volume witnessed strong growth.

 Banking and finance earnings grew by 33% YoY was led by continued strong momentum in credit
growth and stable Net Interest Margins (NIMs), while deposit growth was healthy but growing at
lower rates. Expect NIMs to peak out in Q4, largely due to higher costs.

 Cement, metals, and oil and gas witnessed sharp declines in earnings due to higher input costs.
Expect this trend to continue in Q4 also, thereafter a gradual improvement could be seen.

 The IT sector saw a modest growth of 10% YoY, owing to seasonal factors like furloughs. Though the
deal pipeline remained healthy. However, the medium-term outlook remained uncertain due to
recessionary fears. Attrition rates are easing, and margin outlook remain stable. Pharma sector
earnings remained mixed due to continued pricing pressure but witnessed a strong rebound in US
sales.



Double whammy of heat wave and El Nino

 India had above normal monsoon in the last 4 years. Climate phenomena El Nino is
predicted in 2023. Unfavorably, heat wave is forecast in March to May at 3 to 5
degrees above normal. Monsoon is crucial for India’s foodgrain production, as around
50% of cropped areas in the country are rain-fed.

 Heat wave can cause crop damage and reduce the production of the winter crop in
FY23. An abnormal increase in temperatures will impact crops, fruits, vegetables, and
animals especially states in the northern region, as reported in 2022. Union Health
Ministry has issued a warning of heat wave in March to May.

 El Nino can also affect the Kharif production of FY24. As per the US government’s
weather agency’s (National Oceanic and Atmospheric Administration) February
forecast, El Nino could return as early as June. As per Indian Meteorological
Department (IMD), El Nino would be at the “neutral level” during the next three
months. Its real impact on the southwest monsoon could be assessed only by April,
when they provide the first long-term forecast for monsoon.

 A combination of weak rabi production in FY23 and kharif in 2024 can have a serious
implication on foodgrain inflation, which is already in the elevated range. The silver
lining is that the union government is expecting record output in rabi, despite
predictions of crop-damage due to heat in March. Additionally, we are supported by
strong levels of reservoirs, timely cultivation, and robust irrigation. Yet, climate
analysts say the next couple of weeks are crucial, and spikes in temperature could hurt
yields. The most affected sectors will be FMCG, fertilizer, sugar, dairy, and rural
consumptions like two wheelers.



Double whammy of heatwave and El Nino

Number of Episodes
Average Rainfall between 

June and September 
(mm)

Average Deviation of 
Rainfall from LPA (%)

Growth in Kharif 
Foodgrain Production (%)

El Nino years 12 787 -9.7 -5.7
Strong 3 751.7 -11.7 -7
Moderate 5 783.9 -10.7 -9.3
Weak 4 817.3 -6.8 0
Non-El Nino years 26 857 0.2 5.2
All years 38 834.9 -3 1.6

Source: CMIE.

Years Rainfall deviation % Kharif foodgrain 
production % Agriculture GVA % GDP % PFCE %

El Nino -10.2 -5.7 3 5 4.4
Non-El Nino 1.2 6.9 5.8 6.6 6.1
40-year average -2.8 2.5 4.8 6 5.5

Impact of El Nino on India’s GDP and agriculture

Effect of heatwaves and El Nino on food grain production, based on 38 years data: 1977–1978 to 2014–2015. 



DOMESTIC MARKET

Valuations
 Though FIIs flows in March have been positive, their sustainability remains uncertain.

 Recent market corrections have led to moderation in the premium valuation of the Nifty-50. But given potential risks of adverse

weather, inflation, rate hikes (domestic and global), and moderation in economic growth may lead to a further downgrade in

valuation.

One-year forward of Nifty50 P/E is trading at 19.4x, which is 14% higher than long-term average. Valuation remains a concern

due higher earnings base and downside risk to earnings in the short term.

Market is discounting on worries of further rate hike, El Nino and growth concerns

Sentiments remain negative…consolidation to continue
 As the market was recovering from the Adani saga, it was hit by potential double whammy of heatwave and El Nino.

Q3FY23 revenue growth was inspiring, but higher input costs have hit the bottom-line.

 India’s GDP growth rate fell to 4.4% in Q3FY23, a second consecutive quarter of decline. While December IIP growth

fell to 4.3%, indicating a deceleration in growth. GST collection was stable at Rs1.6 lakh crore, grew by 4.3%.

 RBI has taken a more optimistic view on domestic growth in its recent policy meet, while cautiously keeping CPI

inflation at 5.3% for FY24. Inflation hit a 3-month high of 6.5% in January 23, rising above the RBI’s target range.

 As per Bloomberg projections, February inflation is expected to be at 6.4%, an indication that inflation is likely to

remain elevated in the near term. Any event of heat wave/El Nino will worsen inflation situation while further rate

hikes by central banks will hurt growth and market sentiments.

 A multi asset strategy is advised, with a balanced portfolio of equity, debt, gold and cash.



DOMESTIC MARKET
Themes we like…

 Pharma, retail, and gold are all safe bets.

 Infrastructure, power (renewable/hydrogen), IT, and chemicals can be

accumulated.

Hospitality and media (can perform well in near to medium term).

 Short pain in IT, chemicals, metals and textiles as they are highly

associated with global market.

 Financials, auto, consumer discretionary to underperform.

Likely trading range in the short term

In the near term, the broad trading range of Nifty-50 index could be

between 17,800-16,800. Market sentiments remain weak in the near term.

Domestic as well US inflation data are key monitorables. Global markets

and FIIs flows will determine the trend.



Source: Bloomberg

Equity Market Performance 
09 MARCH 2022 – 09 MARCH 2023

Emerging Markets 

Source: Bloomberg

RETURNS

Country Index YTD
(%)

1 week
(%)

1 month
(%)

3 months
(%)

6 months
(%)

1 year
(%) 

India Nifty Index -2.8 -1.3 -1.7 -4.9 -1.4 7.6

Brazil IBOV index -4.2 -1.9 -2.7 -2.0 -4.4 -7.8

China SHCOMP Index 6.0 -0.5 0.2 2.2 2.8 0.6

South Africa JALSH index 6.3 -0.6 -2.9 4.2 13.0 6.9

Mexico MEXBOL IPC index 10.2 0.5 1.2 5.9 13.6 -0.9

South Korea KOSPI Index 8.2 0.1 -2.5 1.3 1.5 -7.8

Philippines PCOMP Index 0.7 -1.3 -3.4 0.4 0.0 -5.4

Indonesia JCI Index -0.7 -0.1 -1.4 1.3 -6.1 -0.9



Source: Bloomberg

Equity Market Performance 
09 MARCH 2022 – 09 MARCH 2023

Developed Markets 

RETURNS

Country Index YTD
(%)

1 week
(%)

1 month
(%)

3 months
(%)

6 months
(%)

1 year
(%)

US - S&P 500 SPX Index 2.1 -1.8 -4.0 -0.4 -3.7 -8.4

US - Nasdaq CCMP Index 8.3 -1.5 -3.8 3.0 -6.4 -14.5

Dow Jones INDU Index -2.7 -2.4 -4.3 -3.6 0.3 -3.1

France CAC Index 13.0 0.2 1.8 9.6 17.8 14.5

UK UKX Index 5.7 -0.6 -0.4 5.4 7.2 9.6

Germany DAX Index 12.3 1.5 0.7 8.8 19.4 12.9

Japan NKY Index 9.7 5.6 3.8 2.6 1.4 15.8

MSCI World MXWO Index 3.4 -1.0 -3.6 1.1 0.3 -6.6



GLOBAL
MARKET OUTLOOK

Global sentiments weak and uncertain
 US Fed in its February meeting raised rates by 25bps to 4.5-4.75%, lower

than previous rate actions, raising hopes of smaller rate hike hereon.

 However, Fed minutes indicate that members of the central bank are
resolved to keep fighting inflation with rate hikes. Fed is expected to keep
the terminal interest rate above 5% in CY23 and gradually reduce in CY24.

 This hawkish stance was due to strong US labor market as US
unemployment rate declined to historical low of 3.4%. Besides, rising
wages put upward risk to inflation.

 ECB and BoE raised rate 50bps.

 Though valuation of developed and EMs have gotten cheaper, elevated
inflation and recession fears are expected to limit the upside.



Auto Volumes Analysis
P/E Valuation (Bloomberg)

Segments Feb.23 Feb.22 Jan.23 MoM (%) YoY (%) FY22 FY23 FY24 1 Yr FWD 3 Yr Avg. 5 Yr Avg.
4W
Maruti 1,72,321 1,64,056 1,72,535 -0.1 5.0 98.3 33.2 23.5 24.3 30.9 28.7
Tata Motors 43,140 40,181 48,289 -10.7 7.4 -13.5 19.3 11.0 16.0 31.5 25.1
M&M 30,358 27,663 33,040 -8.1 9.7 30.2 20.7 17.1 17.2 19.4 18.4
Average 81,940 77,300 84,621 -3.2 6.0
CV
Tata Motors 36,565 37,522 32,780 11.5 -2.6
Ashok Leyland 18,571 14,657 17,200 8.0 26.7 85.6 39.0 20.7 21.5 38.5 29.9
Eicher Motors (Including Volvo) 7,289 5,856 7,181 1.5 24.5
M&M 20,843 20,166 21,725 -4.1 3.4
Average 20,817 19,550 19,722 5.6 6.5
2W/3W
Bajaj Auto 2,80,226 3,16,020 2,85,995 -2.0 -11.3 19.3 17.9 15.7 16.1 18.2 17.7
TVS Motors 2,76,150 2,81,714 2,75,115 0.4 -2.0 64.4 35.3 26.2 26.7 29.3 28.4
Hero Motor Corp. 3,94,460 3,58,254 3,56,690 10.6 10.1 21.9 17.6 13.8 14.0 16.1 15.7
Eicher Motors 71,544 59,160 74,746 -4.3 20.9 58.5 30.5 24.0 24.5 28.4 26.9
M&M (3W) 5,350 3,812 6,562 -18.5 40.3
Average 2,05,546 2,03,792 1,99,822 2.9 0.9
Tractors
M&M 27,626 20,437 28,926 -4.5 35.2
Escorts 7,811 6,114 6,649 17.5 27.8 31.1 34.0 24.5 25.2 19.1 16.8
Average 17,719 13,276 17,788 -0.4 33.5
Total Average 81,505 78,479 80,488 1.3 3.9



 In the fourth quarter, the PV dispatches witnessed positive demand, in which, utility
vehicles continue to do well in the PV segment, with Maruti and M&M reporting 33% and
10% YoY, respectively. From a share of 28% in overall passenger vehicle sales in FY2018,
the UV segment now accounts for 51% of the PV market in April–December 2022.

 However, prices are slated to rise in April 2023 when RDE (real driving emissions) norms
kick in. It is likely that SUV buyers will advance their purchase decisions, and the rise is
likely to moderate.

 Further, mandatory six airbags in all cars/UV starting in October could dent the entry-level
PVs. Meanwhile, despite disruptions in the timely availability of parts with an estimated
backlog of around 4,50,000 to half a million Utility Terrain Vehicles (UTVs) from the top 5
manufacturers, mostly demand scalability looks positive for the near term.

 With the budget outlining an increase in capital expenditure for infrastructure activity, CVs
should continue to do well, especially medium, and heavy commercial vehicles. However,
below-expected macro indicators and the slow pace of execution by the infra companies
are delaying the full benefit in the category.

 Though the two-wheeler export market remains stagnant, the urban and premium
categories have done well. We believe higher crop realizations may allow the rural
economy to improve sentiment, and it is showing some reflection in the Hero Motor
numbers.

 For tractor companies, intense competition in the low HP category and discounts,
elevated commodity prices (tyres and casting), and a lack of demand for the high HP
category restrict the margin expansion of some listed entities.

 We maintain our neutral stance on PV and 2wheeler and positive outlook on CV and
tractors on sales volume.

Auto sector- February 2023



SECTOR
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SECTOR
OUTLOOK

Cement demand grew by ~11% YoY during 9MFY23 aided by GoI’s strong focus on infra and
affordable housing and strong traction in the real estate segment. The industry demand is
expected to grow by 7-9% in FY24. On the margin side, input prices started to decline since
2QFY23 and expect gradual improvement in margin going ahead supported by stable cement
prices. The current valuation is moderately above the 5-year average. We maintain positive
outlook for the long-term.

CEMENT - POSITIVE

In the short term, we are positive on the FMCG sector as rural demand, which has been
under pressure for the last 4–5 quarters due to elevated inflation, is now picking up. This is
likely to continue as a result of the anticipation of record-high rabi production, an increase
in crop prices, and the GoI's steadfast support for the rural sector. The ease in inflation will
also aid in margin improvement. However, we are cautious in the medium term due to
growing concerns regarding the current heat wave and El Nino, which are likely to increase
the cost.

FMCG - NEUTRAL

The banking sector witnessed credit growth of 16.8% YoY during Q3 FY23, compared to 17.2%
in Q2. Private sector banks took the lead, growing at 19.1%. On the other hand, deposits
increased by 10.3% YoY compared to 9.6% a year ago, led by 13.2% growth in term deposits.
With deposit growth accelerating its pace, the gap between the loan growth and deposit
growth came down from 740 bps in Q2 to 650 bps. Nifty Bank currently trades at 2x, which is at
its long-term average. With credit growth expected to moderate to 12.1% in FY24 and a
declining Current Account Savings Account (CASA) mix, we expect margins to take some hits
going forward and therefore maintain our neutral rating on the sector.

BANKING and FINANCE - NEUTRAL



SECTOR
OUTLOOK

The infrastructure sector continues to remain positive due to early signs of a revival in
capex, led by the government’s push for higher spending. Due to a strong order pipeline
and execution, we anticipate that the infrastructure and capital goods industries will be in t
focus in FY24. The margin will benefit in the upcoming quarters from a moderation in raw
material prices. The Nifty infrastructure index is currently trading at a discount P/E of 17x
compared to its 5-year average P/E of 19x.

INFRASTRUCTURE AND CAPITAL GOODS- POSITIVE

Despite recessionary fears, top IT firms reported healthy revenue on decent deals won in
Q3 FY23. The margins modestly improved due to better operational efficiencies such as
improved utilization, lower attrition, and low subcontracting costs. Looking ahead, the
demand for digitalization, cloud automation, etc. remain key revenue sources for most of
the large IT companies, during challenging times. On the valuation front, sentiments
remain positive for the long term as valuations continue to trade below the long-term
average, though we expect volatility in the short-to-medium term.

IT - NEUTRAL

POWER - POSITIVE
With the rise in temperatures because of heatwaves accompanied by the advent of El Nino
in the later half, we anticipate that the power demand will show an increase (10% YoY to
230 MW) this summer. The GoI’s necessary measures to meet the demand, including the
addition of renewable capacities and directing the thermal power plants that use imported
coal to run at full capacity. Further, the deployment of additional wagons by railway to
meet the coal demands at the power plants would aid the power generation.



GOLD



Gold spot in the overseas market drifted lower to near
$1800 an ounce last week. Prices corrected more than
seven percent from a two-year high of $1960 an ounce hit
in the first week of February.

The US Fed’s hawkish comments on interest rates let
investors take a cautious approach to non-interest
yielding assets like gold. Easing fears of a global
recession, higher US bond yields, and a three-month high
US greenback also weighed down the sentiment of the
precious yellow metal.

At the same time, taking cues from its overseas prices,
domestic gold too traded lower. A recovery in Indian
Rupee also weighed down the sentiment. The most active
MCX near-month futures prices shed below Rs. 55,000 per
ten grams last week from their all-time high of Rs. 58,826
levels.

Expectations of further rate hikes from
the US Federal Reserve adversely hit gold
prices in the international markets.



SPOT MARKET PRICES

MARKET
PRICEGOLD

FUTURES MARKET PRICES

Market Close Price WoW % Chg YoY % Chg

COMEX 1816.4 -1.69% -3.71%

MCX Futures 54980 -1.33% 9.84%

SPOT MARKET PRICES

Market Close Price WoW % Chg YoY % Chg

LBMA 1816.8505 -2.05% -4.77%

MUMBAI SPOT 55200 -1.34% 8.24%

Data as on: 09 March 2023

Data as on: 09 March 2023



MARKET PRICE LONDON GOLD SPOT



COMMODITY 
FUTURES



Weak fundamentals continue to put
downside pressure on crude oil

Global oil prices have been relatively steady since
November last year. Despite several geopolitical factors
affecting its fundamentals, it has been trading inside $83-
70 per barrel throughout this period.

Amid fears of a global supply glut, the G7-led price cap on
Russian oil and Moscow’s plan for a drastic production cut
had little impact on the commodity. The G7 countries and
the European Union set a price cap on Russian oil at $60 a
barrel last month. In a retaliatory move, Russia
announced a production cut of 5 lakh barrels per day
from March and stated that they will not sell oil to
countries observing the price cap.

Looking ahead, demand uncertainty from China, a
possible global economic downturn, a build-up in
inventories, and a possible surge in US output may put
downside pressure on prices. Meanwhile, a shortage of
Russian oil and reduced OPEC production may tighten the
supply outlook which could offer support to prices.

CRUDE OIL



SPOT MARKET PRICES

MARKET PRICESCRUDE OIL
GLOBAL MARKET PRICES

Crude Close Price WoW % Chg YoY % Chg

NYMEX 76.69 -3.75% -23.17%

ICE 82.94 -3.37% -22.26%

MCX 6304 -3.06% -18.83%

Data as on 09 March 2023



MARKET PRICE

NYMEX WTI CRUDE OIL 
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Key factors at play for the rupee

For the second month in a row, foreign portfolio
investors sold assets worth 52.94 billion rupees in
February. However, the volume of the selling was
reduced when compared to January's sale of
288.52 billion rupees worth of equities. FPI selling
was exacerbated in January by the reallocation of
funds to China and Taiwan, as well as the concerns
surrounding a steep selloff in Adani Group shares.
Due to attractive prices, foreign investors reduced
their investments in developing markets such as
India in order to increase their exposure to China.

Crude Oil prices have been oscillating in a range
for months. While traders are becoming more
optimistic about China's rebound, the risks to the
global economy may be rising as interest rate
forecasts elevate. Crude prices declined at the
start of the month, but recovered steam after
optimistic manufacturing statistics from top oil
importer China. Hawkish rate increase talks and
inflation worries halted the market from igniting
after the Energy Information Administration
reported on Wednesday that US crude exports
reached a new high of 5.629 million barrels last
week. When the Labor Department issues the
February non-farm payrolls data, downside risks
may mount once more.

Foreign portfolio investments

Crude Oil 

Current account deficit
The current account deficit (CAD) increased to
4.4% of GDP in the second quarter of 2022-23, up
from 2.2% the previous quarter, according to the
RBI's quarterly data. This represents a turnaround
from the unusual excess of 0.9% of GDP in 2020-
21. While the retail trade deficit has increased in
the third quarter of this fiscal year, the CAD may
decline.



If anything, what does the US economic data suggest?

In January 2023, the annual inflation rate in the United
States fell slightly to 6.4% (monthly inflation rose by
0.5%), compared to 6.5% in December. Another
concerning sign is the rise in the Personal
Consumption Expenditures (PCE) gauge, which is
favoured by the Federal Reserve. In January, core PCE
increased by 0.6% over the previous month, taking the
year-over-year PCE to 5.382%. The most recent PCE
statistics shows that the inflationary components are
still persistent. Despite the fact that the Federal
Reserve has raised rates at the last eight consecutive
FOMC meetings, this is the case.

The labour market in the United States is
remarkably strong, according to economic
indicators. Over the last three months, the US
economy gained 356,000 positions on average.
The national unemployment rate is presently at a
50-year low of 3.4 percent. Almost all significant
sectors have increased their employment
numbers since the pandemic and the quit rate
remains near record highs, indicating that
American workers are confident in the labour
market and in finding new and better jobs.

CPI Data

Jobs Market

US GDP
The US economy expanded a little less than initially
estimated in the final three months of last year.
Annualized GDP growth in the quarter from October
to December was 2.7 percent, compared to the initial
estimate of 2.9% growth. The slowdown in consumer
expenditure and a decline in exports, among other
factors, were the major causes of the GDP's slowdown
in the final months of the previous year. Analysts
anticipate that in the first few months of 2023, the rate
of growth will also decline.



CENTRAL BANKS
IN FOCUS 

The Reserve Bank is likely to opt for a

smaller 25 basis point repo rate increase

in its upcoming bi-monthly monetary

policy announcement as a result of retail

inflation showing indications of slowing

down and the US Fed moderating the

pace of increase in its benchmark

interest rate. Retail inflation based on

the Consumer Price Index (CPI) has

moderated in November and December,

falling below the RBI's maximum

tolerance threshold of 6%. The central

bank increased the important

benchmark interest rate (repo) by 35

basis points (bps) in its assessment of

the country's monetary policy in

December after delivering three

consecutive hikes of 50 bps.

Reserve Bank of India US Federal Reserve

According to the recent economic data

which have come in stronger than

expected, the interest rate hike is likely to

be more than anticipated. Additionally,

Fed Chair Jerome Powell told U.S.

lawmakers that the Fed is prepared to

take more drastic action if the "totality" of

incoming data indicates that tougher

measures are required to control

inflation. A quick repricing in bond

markets followed Powell's comments,

which essentially assured that Fed

officials would project a higher endpoint

for the institution's benchmark overnight

interest rate at the upcoming March 21–

22 meeting. Investors increased their

wagers that the Fed may endorse a half-

percentage-point rate hike in the coming

FOMC meeting.



INTERNATIONAL CURRENCY MARKET DEVELOPMENTS 
MACRO IN FOCUS

Powell's Testimony and Employment Report in the Limelight

In a congressional hearing, Jerome Powell cautioned that the US Federal Reserve is prepared
to revert to higher interest rate hikes to combat inflation. In his first public involvement since
data showed the Fed failing to chill the US economy despite a year-long campaign of
monetary tightening, Fed Chair Jerome Powell signalled his readiness to raise interest rates
to battle ongoing price rises. Powell told the Senate banking committee that "the ultimate
level of interest rates is likely to be higher than previously anticipated" and said recent
economic data was "stronger than expected". According to the CME Group, traders
increased their bets on a half-point rate increase at the Fed's March 21-22 meeting, with the
odds now favouring such a rise over a quarter-point increase. Powell's remarks indicate that
he is willing to further tighten the economy in order to reduce inflation.

US job growth likely slowed last month after a blistering January pace, while the
unemployment rate likely remained at a 53-year low, showing a labour market that has
proven mostly immune to the Federal Reserve's huge interest-rate increases. According to
the median estimate in a Bloomberg poll, payrolls rose by 215,000 in February. To start the
year, US companies added more than half a million employees and the unemployment rate
dropped to 3.4% — figures that crushed hopes for a near-term halt in the Fed's tightening
campaign. The latest job report will be the final critical data before the Fed meets on March
21-22 to contemplate another 25 basis-point rate hike or to possibly be more aggressive in
light of recent data indicating stubborn inflation.



CURRENCY
OUTLOOK

An ascending triangle is still in formation, which

projects a massive upside potential of 86. However,

with the breakout region level of 83 continuing to

remain distant throughout last month, and last

couple of weeks’ formation failing to form a pattern

that could lead to directional moves, we see

continued prospects of sideways moves albeit with

higher volatility. Suggested range is 81.2-83, given the

heightened event risks, before sustainable directional

move unfolds.



MUTUAL FUNDS



INDUSTRY AT A GLANCE

The total Mutual Fund AUM has slightly declined to Rs.40.68 lakh crore
in February 2023 from Rs.40.80 lakh crore in January 2022.

The open-ended Equity mutual funds attracted net inflows of Rs.15686,
crores in February 2023. While the open-ended Debt mutual funds
market has witnessed net outflows of Rs. -13,815 crores in January 2023.

The mutual fund industry’s total folios recorded a new high of 14.42
crores. In February 2023, industry has witnessed 27 New Fund Offers
(NFO) out of which 21 funds were open ended funds and 6 funds were
closed ended funds.

The contribution of SIPs declined to Rs.13,686 crores in February 2023
from Rs. 13,856 crores last month.



PERFORMANCE REPORT

In the Equity MF space, the overall market showed a bearish phase in the
month of February. All the sector funds had given negative returns,
whereas technology (-0.86%) and infra (-1.11%) had shown minimal loss.
auto and pharma and health care were the laggards in February 2023.

In the cap-wise performance on January2023, all the three caps reported
negative growth. The Mid-Cap funds had given -0.98% returns, followed by
Small- cap Fund (-1.50%) and Large- Cap Fund (-1.70%).

February 2023 was a continuation of last month, Money Market Funds and
Ultra-Short Duration Funds had given positive returns while long duration
and other funds had given negative returns. The Overnight Fund (6.19%),
Floating Rate (6.15%) and Low Duration funds (6.11%) were the top
performers whereas Short and Mid Term (-0.20%) and Gilt Fund (-0.23%)
were the laggards.

The bond market has already begun pricing in rate hikes following the last
policy meeting, due to this the 10-year benchmark bond rose as high as
7.45% in February 2023. The spread between the 10-1-year yield narrowed
sharply as liquidity conditions and rate-hike bets pulled yields on the short-
end sharply higher. The spread between the 10-1-year yield narrowed
sharply, from 44bps at the start of February to 17bps by end February.



The Market regulator SEBI has issued a consultation paper in which it has proposed to introduce five new fund
categories under ESG theme. The five new ESG subcategories are exclusions, integration, best-in-class and positive
screening, impact investing and sustainable objectives. The Fund houses will be allowed to launch one scheme under
each ESG category.

Navi Mutual Fund has appointed Rajiv Naresh as the new CEO. He succeeds Hari Shyamsunder. Rajiv assumed the
new role on March 01 and has been a part of the Navi Group since 2019 in various roles. He served as the Group
Vice-President of Navi's non-lending business and was also the head of legal, compliance and corporate secretarial
functions.

Axis AMC has appointed B Gopkumar as the new managing director and CEO of the company. Currently, Gopkumar
is the MD and CEO of Axis Securities. He will assume his new role on 1 May 2023, for three years. Gopkumar has over
28 years of professional experience in financial services industry.

Ashish Gupta has joined Axis AMC as its CIO. Gupta was the Head of India equity research at Credit Suisse. He has
over 25 years of experience in equity research.

Bajaj Finserv has received the final registration from SEBI to commence its mutual fund business under Bajaj Finserv
Mutual Fund. The fund house will offer schemes across equity, debt and hybrid in both active and passive space.
Ganesh Mohal is the CEO of the new fund house while Nimesh Chandan has been appointed as the CIO of the
company.

Stock broking company, Angel One has received in-principal approval from SEBI to launch mutual fund business.

IDFC Mutual Fund has now become Bandhan Mutual Fund. With this, all existing schemes of IDFC Mutual Fund will
be renamed. Earlier in November, SEBI gave approval to a consortium led by Bandhan Financial Holdings, the
promoter of Bandhan Bank to complete the acquisition. IDFC MF is the ninth largest fund house in India with an
Average Assets Under Management (AAUM) of Rs. 1.20 lakh crore in the December quarter.

SEBI has issued an informal guidance to Motilal Oswal AMC in which it has clarified that PMS investors will have to
write in their own handwriting that they have understood fees and charges. In addition, they need to separately sign
the annexure on fees and charges. This process can also be done electronically.

INDUSTRY NEWS 



DEBT MARKET OUTLOOK

The US Dollar yield strength that began at the start of last month continues by the release of
positive macroeconomic data, leading to expectations of higher interest rates for a longer
period. Strong retail inflation, personal consumption expenditure, purchasing managers
index, and retail sales figures indicate the economy’s continued strength. The housing
market also showed signs of improvement. A strong labour market coupled along with this
contributed to the possibility of rate hikes in March, May, and June.

The Minutes from the February meeting indicated that some participants favoured a 50bps
rate hike and indicated that the financial conditions have eased in recent months. The US10y
and US30y yields breached the 4% mark for the first time since early November 2022, rising
about 50 to 70bps since early Feb. Markets have completely priced in a terminal rate of 5.25-
5.50, with around 50bps chances of 5.5-5.75 scenario, with 2y almost touching 5% this week,
levels last seen in 2007.

In Europe, the market was affected by the ECB officials' hawkish comments and mixed data
releases, which created uncertainty about the region's outlook. Retail sales and industrial
production figures were below expectations, while composite PMI number albeit higher,
failed to impress due to the stagnant manufacturing sector. Both investor and consumer
confidence remained low.

The major economies such as Germany, France, Spain, and Italy continued to report high
headline and core inflation levels, along with healthy consumer confidence and PMI
indicators. The ECB policymakers are determined to bring inflation back to the 2% target,
leading to expectations of a 50bps rate hike in March and a terminal rate of around 4% by
year-end.

Global 
Debt Market



DEBT MARKET OUTLOOK

In February, the RBI MPC meeting voted 4-2 in favour of a 25bps rate hike, citing concerns
over sticky core inflation, leaving the door open for further rate hikes. Probability of future
rate hikes further increased after retail inflation numbers spiked to 6.5% in January.

The India-US interest rate differential has been a key factor weighing on the rupee, with the
Fed expected to continue hiking rates and the dollar strengthening. As a result, the rupee
depreciated over 1% in February, although RBI intervention helped limit the fall.

The Gross tax revenues during April-January 2023 grew 12.6% YoY to INR 23.6 trillion while
expenditure was INR 31.7 trillion. Fiscal deficit during the period has reached INR 11.9
trillion, 67.8% of the revised estimates for FY23.

The Core sector growth accelerated to 4-month high of 7.8% YoY in January 2023 compared
with 7.0% YoY in December led by coal, electricity, fertilizer and steel.

The IIP (Index of Industrial Production) growth improved further to 5.2% in January from
4.7% in December on account of broad-based expansion across sectors. Positive
contributions to growth came from manufacturing (2.9 percentage points (PP), mining (1.2
pp) and electricity (1.0 pp).

The FPIs stood as net sellers of $501 million in February on account of large outflows from
the equity markets. This compares to $3,233 million of outflows in January. Debt markets,
however, witnessed inflows worth $302 million in February.

Indian
Debt Market
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Insurance Sector Updates

New business premium of Life Insurance industry for the period April 2022 to January
2023 stood at Rs.2,95,614 crores, up 30% from year ago period.

 Private insurers reported premium collection of Rs.1,04,311 crores (a share of 35.3%) and
LIC Rs.1,91,303 crores (a share of about 64.7%).

 Private insurers had a growth of 18.2% YoY and LIC showed a higher growth of 37.7%.

 Top 3 private insurers viz., SBI Life, HDFC Life and ICICI Pru Life registered collections of
24,082 crores, 20,799 crores and 12,727 crores respectively, each with a market share of
8.1%, 7% and 4.3%.

 Top 3 private insurers by growth were (premium collection above Rs. 500 crores) Star
Union 78%, Future Generali 58.5%, Tata AIA 51.4%.

Share of new business premium more inclined towards individual agents and
corporate agents – IRDA data shows.

 For the FY 21-22, of all the new business premium collected, 55% came from individual
agents overall. It was 23% in the case of private insurers.

 34% came from corporate agents like banks, financial service firms, others, etc. The
figure was 58.2% in the case of private insurers.



Insurance Sector Updates

More insurance players required for diverse needs of citizens: Debasish Panda, IRDAI
chief speaking at the Indian Venture and Alternate Capital Association (IVCA)
conclave:

While India’s insurance sector has greatly matured from the time it was opened up 20
years ago, the emerging needs of various sections of the populations have made it amply
clear that the entry of new players is warranted so that every citizen has insurance cover.

 Insurance Regulatory and Development Authority of India (IRDAI) has committed to
enable “Insurance for All” by 2047, whereby every citizen would have appropriate life,
health and property covers.

We are a diverse nation and cannot have a one-size-fits-all strategy. We need strategies
for different geographies, different sections of the society, different lifestyles and income
levels, and different needs. All this will require unique insurance solutions.

Hence, we need more players, and we need differentiated players who can reach out to
every citizen in every nook and corner of the country.

We need more products to provide choices to consumers.

 The distribution model also needs to be expanded and it has to be tech-based. So, we
need more players, more products, more distribution partners, more technology, and
more integration.
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Views and opinions expressed in Wealth Insights are not necessarily those of Geojit, the publisher and / or editors. We (at Wealth Insights) do our best to verify the information published, but do not take any
responsibility for the absolute accuracy of the information. Wealth Insights does not accept responsibility for any investment or other decision take

Disclaimer:

• Investment in securities market are subject to market risks, read all the related documents carefully before investing.
• Mutual Fund investments are subject to market risks, read all scheme related documents carefully.

Disclosure: These are not Exchange traded products, and the Member is just acting as distributor. All disputes with respect to the distribution activity would not have access to Exchange investor redressal forum or
Arbitration mechanism

For queries, please email: insights@geojit.com
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