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The Budget, February monetary policy and Q3 results are behind us. Therefore, the
single most important factor driving equity markets globally, in the short to medium
term, would be the Fed’s policy response and commentary regarding the evolving
economic data. The big unknown, from the perspective of equity markets globally, is
whether the US economy would tip into a recession this year and, if so, how deep, and
prolonged that recession would be. It can be argued that the markets have discounted a
short and shallow recession, but not a prolonged and deep one. The market reaction
would, therefore, depend on the incoming data regarding US inflation, GDP growth and
labour market conditions and the Fed’s policy response to these data.

Budget 2023: Growth orientation with fiscal prudence
Global economy is in a serious slowdown in 2023. If this slowdown is not to impact
India’s growth, the economy needs fiscal stimulus. And this is exactly what the finance
minister Nirmala Sitharaman has delivered through her Budget proposals. India is the
fastest growing large economy in the world now with a GDP growth rate of around 7
percent in FY23.

Massive capex to push growth
To sustain the growth rate in India, it is imperative to increase the capital expenditure.
Private capex, though improving, has not really taken off. Therefore, the government has
been doing the heavy lifting in capex. The finance minister has given a big boost to capex
by raising the capital expenditure in the Budget by 33 percentage to Rs 10 lakh crores
from 7.5 lakh crores in FY23. This massive capex will crowd-in private investment and
help achieve the GDP growth target of around 6.5 percent for FY24.

A Budget for growth sans populism



Dr. V K Vijayakumar
Chief Investment Strategist, Geojit

Fiscal prudence, not populism
The hallmark of the Budget exercise is that fiscal stimulus has not come at the expense
of fiscal prudence. The fiscal deficit target of 6.4 percent of GDP for FY23 has been
achieved and for FY24 the target has been set at 5.9 percent and the fiscal consolidation
glide path sets the fiscal deficit target below 4.5 percent for FY26. This fiscal
consolidation will instil a lot of confidence in investors about the India Growth Story.

Tax relief for the middle class
Tax relief for the middle class will increase the disposable income and boost
consumption. From FY24 onwards, there will be a big shift of taxpayers to the new ‘no
exemption tax regime’ which provide substantial benefit to the middle class. Under the
new no-exemption tax regime, there won’t be any tax liability for those earning up to Rs
7.5 lakh income a year. This means, even if you earn 3.5 times the per capita income in
India (Rs 1.97 lakhs), you don’t pay income tax. This is good tax relief.

No hike in LTCG tax is a big relief for the stock market
From the market perspective, the biggest relief is that the much-feared hike in the LTCG
tax did not materialise. The hyper volatility in the stock market on the Budget Day was
more due to the crash in Adani stocks. From the market perspective, this is an excellent
budget that has delivered on all counts.

India’s underperformance is temporary
After outperformance last year the Indian market is underperforming this year. FIIs have
been sustained sellers in India from early January onwards and they have been moving
money to cheaper markets like China, Hong Kong, and South Korea. Consequently,
valuations in India have now become reasonable. With rising demat accounts (111
million in January 2023) and growing SIPs (Rs 13856 crores in January 2023) Indian retail
investors have now become a strong countervailing force to the fleet footed FIIs.
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MONETARY 

POLICY

The central bank came up with a smaller rate hike of 25bps in line with market expectations
and maintained the policy stance of "withdrawal of accommodation." More importantly, the
tone of the announcement did not hint at an immediate pause in policy tightening.

RBI has taken a more optimistic view on domestic growth by increasing the GDP forecast
while cautiously keeping CPI inflation at 5.3% for FY24. Interestingly, the RBI is not expecting
the CPI to cool down to its comfortable level of 4%, hinting that the central bank may not
opt for a rate cut in FY24.

Source: RBI Website

Projection (YoY %) FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 FY24

GDP 7.0 7.8 6.2 6.1 5.8 6.4

Inflation 6.5 5.0 5.4 5.4 5.6 5.3

RBI



DOMESTIC MARKET

Valuations

 From December onwards, FIIs are sellers in the market. The Adani saga has dented investors’ as well as FIIs’ confidence.

 One-year forward of Nifty 50 P/E is trading at 18.6x, which is 8% higher than long-term average. Valuation remains a concern due

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

 Given the premium valuation relative to other EMs (emerging markets) and DMs (developed markets), the risk of muted

returns/underperformance is highly plausible.

Positive Budget…however slowing growth and premium valuation has limitations
Sentiments turned negative…short term consolidation seen
 Union Budget 2023, reflected a balance between growth through robust capital expenditure (33% YoY) and

reducing fiscal deficit to 5.9% from 6.4 (RE), is a big positive.

 Transition to green and push towards renewable energy is getting highlighted.

 A marginal negative was for insurance sector due to introduction of tax on high value traditional insurance

policies.

 GDP growth rate to moderate to 6.4% from 7%, on account of current higher inflation and interest rate.

 Inflation is expected to ease to 5.4% in FY24 from 6.5%. However, inflation is still above the RBI’s target range,

while a higher interest rate is expected to taper economic growth and market valuation in 2023.

 Despite a positive budget, FIIs are in risk-off mode due to risk of growth moderation and premium valuation.

Further, allegations against Adani group have soured market sentiments.

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



Themes we like…

 FMCG, Retail, and Pharma are all safe bets.

 Infrastructure, Cement, Power (Renewable/Hydrogen), IT, and Chemicals

can be accumulated on consolidation in CY23.

 Hospitality and Media look interesting due to high footfall and

consolidation.

 Some short pain could be seen in IT, Chemicals, Metals and Textiles as it

is highly associated with global market.

 Financials, Auto, Consumer discretionary could under perform.

Likely trading range in the short term
In near term, Nifty 50’s broad trading range could between 18,500-17,300.

With key events like Union Budget 2023, the US FED and RBI policy meet as

well Q3FY23 out the way, market sentiments will be determined by global

markets and FIIs flows.

DOMESTIC MARKET



Equity Market Performance 
09 FEBRUARY 2022 – 09 FEBRUARY 2023

Emerging Markets 

Source: Bloomberg

RETURNS

Country Index YTD (%) 1 week (%) 1 month (%) 3 months (%) 6 months (%) 1 year (%) 

India Nifty Index -1.2 -1.2 -1.1 -1.5 2.0 2.5

Brazil IBOV index -1.6 -5.5 -1.0 -4.9 -2.0 -4.0

China SHCOMP 
Index 5.9 0.2 3.0 7.3 1.2 -6.0

South Africa JALSH index 9.5 0.4 2.1 14.9 14.7 4.3

Mexico MEXBOL IPC 
index 9.0 -3.8 1.0 4.5 10.4 0.1

South Korea KOSPI Index 11.0 2.2 5.6 2.4 0.0 -10.4

Philippines PCOMP Index 4.2 -3.4 0.8 9.6 5.7 -8.8

Indonesia JCI Index 0.7 1.0 3.1 -2.4 -2.7 0.9



Equity Market Performance 
09 FEBRUARY 2022 – 09 FEBRUARY 2023

Developed Markets 

Source: Bloomberg

RETURNS

Country Index YTD (%) 1 week (%) 1 month (%) 3 months (%) 6 months (%) 1 year (%)

US - S&P 500 SPX Index 6.3 1.6 4.9 8.9 -3.1 -11.0

US - Nasdaq CCMP Index 12.6 4.2 10.8 13.9 -8.3 -18.6

Dow Jones INDU Index 1.7 -0.1 0.5 3.6 1.2 -5.8

France CAC Index 11.0 2.1 4.1 11.8 10.2 0.8

UK UKX Index 6.2 2.1 2.4 8.4 5.4 3.5

Germany DAX Index 11.5 2.9 4.9 13.6 13.3 0.3

Japan NKY Index 5.7 0.7 4.9 13.6 13.3 0.3

MSCI World MXWO Index 7.2 -2.0 4.5 11.2 -0.5 -10.7



GLOBAL MARKET
Global markets to perform better than India

 US inflation rate eased to 6.5 in December versus 7.1 in November, a sharp

decline which was encouraging.

 Despite this, the US FED continued to maintain its hawkish stance given strong US

labor markets, with US unemployment rate declining to historical low of 3.4% and

rising wages might put upward risk to inflation.

 But lower than average rate hike in recent policy meet is indicative of some

flexibility.

 Geopolitical tensions has reduced though concerns persist. Oil prices have

moderated and largely stable at $84.

 Valuation of developed and EMs has gotten cheaper, and further ease in inflation

will lead to outperformance compared to India in the short to medium-term.



Auto Volumes Analysis
P/E Valuation (Bloomberg)

Segments Jan.23 Jan.22 Dec.22 MoM (%) YoY (%) FY22 FY23 FY24 1 Yr FWD 3 Yr Avg. 5 Yr Avg.

4W
Maruti 1,72,535 1,54,379 1,39,347 23.8 11.8 102.8 34.6 24.4 26.0 31.0 28.7
Tata motors 48,289 40,777 32,954 46.5 18.4 -14.3 19.5 11.6 18.0 32.0 25.2
M&M 33,040 19,964 28,446 16.1 65.5 102.8 34.6 24.4 26.0 31.0 28.7
Average 84,621 71,707 66,916 26.5 18.0
CV
Tata Motors 32,780 35,268 33,949 -3.4 -7.1
Ashok Leyland 17,200 13,939 18,138 -5.2 23.4 90.8 41.9 21.9 24.0 38.6 29.9

Eicher Motors (Including Volvo) 7,181 5,434 7,221 -0.6 32.1

M&M 21,725 21,111 20,080 8.2 2.9
Average 19,722 18,938 19,847 -0.6 4.1
2W/3W
Bajaj Auto 2,85,995 3,63,443 2,81,486 1.6 -21.3 200 18.6 16.1 16.8 18.2 17.8
TVS Motors 2,75,115 2,66,788 2,42,012 13.7 3.1 62.5 34.2 25.5 26.4 29.2 28.5
Hero Motor corp 3,56,690 3,80,476 3,94,179 -9.5 -6.3 23.6 18.4 14.7 15.1 16.0 15.7
Eicher Motors 74,746 58,838 68,400 9.3 27.0 62.1 32.3 25.1 26.0 28.4 27.0
M&M (3W) 6,562 2,868 5,052 0.8 -6.8
Average 2,10,114 2,11,124 2,59,457 -19.0 -0.5
Tractors
M&M 28,926 22,682 23,243 24.5 27.5
Escorts 6,649 5,707 5,573 19.3 16.5 32.1 33.1 24.8 25.8 18.8 16.7
Average 17,788 14,195 14,408 23.5 25.3
Total Average 80,488 79,830 74,849 7.5 0.8



Auto sector-January 2023

 Maruti, Tata, and Mahindra reported strong double-digit volume growth in car sales. In utility
vehicles - Maruti and M&M - reported robust growth of 33% and 66% YoY, respectively.

 However, vehicle costs are expected to rise due to the transformation of BS-6 phase 2 norms,
effective April 23. Further mandatory six airbags in all cars from October, could further dent
the entry level Passenger Vehicles (PVs). Maruti derives a major share from this and forces
margin dilution owing to discounts.

 Positively, softening the commodity price and better operating leverage can be used to
counter such impacts to some extent.

 With higher capital expenditure in budget for infrastructure activity, Commercial Vehicles
(CVs) should continue to do well, especially medium and heavy commercial vehicles. This
category grew by 34% and 24% for Ashok Leyland and Tata Motors, respectively.

 In two-wheeler segments, though exports remain stagnant, urban, and premium categories
have maintained their steady pace of growth. However, recovery in rural demand was not as
discernible as retail inflation stayed at elevated levels.

 With a promising Rabi crop outlook, sowing acreage for key crops such as wheat, pulses, and
oil seeds has already exceeded previous year levels, it bodes well for tractor manufacturers.

 In addition, continued government focus on the budget and higher investment in this sector
will aid positive sentiments and boost tractor demand.

 We maintain our neutral stance on PV and 2 Wheelers and a positive outlook on CVs and
tractors.



SECTOR
OUTLOOK

Ease in input and crude prices along with stable cement prices will improve margins in
the coming quarters. On the demand side, given GoI's strong emphasis on housing and
infra, and pre-general election spending, the long-term outlook is positive. However, the
valuations are now at the 5-year average. If the input price correction persists along
with strong realisation, it may support an upgrade in earnings and the current
valuation.

CEMENT - POSITIVE

Rural demand remained stressed in the December quarter on the back of general
inflationary pressures and rainfall deficits in some states. The recovery will spill over to
the next fiscal. In the long-term, moderation in inflationary trends, good harvest, and
strong government support in the budget on rural are expected to aid rural growth
recovery. Margins will start improving benefiting from falling input costs. NSE FMCG
index is currently trading at 35x, which is above its 5Yr average of 33x. While we expect
some profit booking in the near-term, the premium valuation is expected to continue
due to the defensive nature of the sector in the current volatile scenario.

FMCG - POSITIVE

Banking stocks continued to showcase robust earnings, led by higher credit growth and
improved asset quality during Q3FY23. However, deposit growth and lagging credit
growth for a longer period will shrink the system's liquidity, forcing banks to become
more aggressive in garnering funds, putting pressure on margins. As per latest RBI data,
industry credit stood at 16.5% YoY, while it showed a decline of 0.2% on a QoQ basis.
Nifty Bank valuation has moderated in response to the Adani saga; however, we
continue to have a neutral view on the sector.

BANKING and FINANCE - NEUTRAL



SECTOR
OUTLOOK

The union budget has provided a much larger than expected boost to the capital
expenditure of Rs10 lakh crore, a growth of 33%. With the Government’s borrowings
similar to the market expectations, the bond yields are likely to stabilise, which would
also support the private sector capex plans. We expect infra and capital goods sector
will be in limelight in FY24 due to a healthy order pipeline and execution. Moderation in
raw material prices will provide tailwinds for the margin in the coming quarters.

INFRASTRUCTURE and CAPITAL GOODS- POSITIVE

Continued growth in domestic formulation business, favourable currency movement,
and seasonality impacts, resulted in stable growth during Q3. However, price erosion in
the US continued to limit the upside. Companies are now shifting their focus onto areas
of their expertise, away from covid-related products. While the sector may be under
pressure in the near term owing to higher competition in US generics, new product
launches, a robust domestic formulation segment, and normalising input costs will
contribute to earnings. The index is currently trading at 21.8x, a discount of 32.1% from
its peak, making valuations comfortable.

PHARMA - POSITIVE



GOLD



Spot gold prices retreated from a six-month high of $1960

on a firmer US dollar and concerns that the US Federal

Reserve might keep hiking interest rates. The US currency

swiftly rallied followed by the US Fed’s decision to hike

interest rates amid firm US economic releases. In the

latest round of policy meetings, the Fed increased its

benchmark rates by 25 bps to 4.5-4.75%. There are also

expectations that the Fed may increase rates further to

bring down high inflation supported by a more balanced

job market. The US job data released last week showed

that US job growth accelerated sharply last month, and

the unemployment rate hit more than 53.1/5 year low of

3.4%. Anyhow, traders continue to track the performance

of US dollar and the global economic situation to set a

short-term direction for the metal.

Spot gold prices corrected below $1900
an ounce on firm US dollar and positive
economic releases.



SPOT MARKET PRICES

MARKET
PRICE

GOLD

FUTURES MARKET PRICES

Market Close Price WoW % Chg YoY % Chg

COMEX 1875.5 0.68% 7.49%

MCX Futures 57180 -0.63% 20.04%

SPOT MARKET PRICES

Market Close Price WoW % Chg YoY % Chg

LBMA 1875.6 0.54% 4.40%

MUMBAI SPOT 57600 -2.12% 20.13%

Data as on: 08 February 2023

Data as on: 08 February 2023



MARKET PRICE LONDON GOLD SPOT

Weekly PREC.M.XAU= 13.06.2021 - 14.05.2023 (GMT)

   

       
        

Cndl, PREC.M.XAU=, Bid, 
10.02.2023, 1,864.9100, 1,884.1900, 1,860.0000, 1,876.2600, 
+2.4500, (+0.13%)

Price
USD
Ozs

Auto

1,600

1,700

1,800

1,900

2,000

2,100

1,876.2600

J A S O N D J F M A M J J A S O N D J F M A M
Q3 21 Q4 21 Q1 22 Q2 22 Q3 22 Q4 22 Q1 23
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Global oil prices traded choppy. The G7-led
price cap on Russian oil, China demand
optimism, and supply uncertainties are the
major trendsetters.

Crude oil prices broadly congested inside $84-70 a barrel levels in the

past few months. Though the G7-led price cap on Russian oil put

downside pressure on global oil prices, supply concerns and China

demand optimism lifted the sentiments later. The EU ban on Russian

oil products import came into effect on 5th February, following similar

restrictions on EU crude oil intake, implemented on 5th December.

The West’s move on Russian oil aimed to deplete Russia’s war chest

amid Moscow’s ongoing hostilities in Ukraine. Meanwhile, there is

optimism about recovering demand in China. The IEA announced

they expect half of this year’s global oil demand growth might come

from China. Concerns over supply shortages followed by the

shutdown of a major export terminal after an earthquake in Turkey

may also offer immediate support to global oil prices.

CRUDE OIL



SPOT MARKET PRICES

MARKET PRICESCRUDE OIL
GLOBAL MARKET PRICES

Crude Close Price WoW % Chg YoY % Chg

NYMEX 77.3 5.33% -17.60%

ICE 83.77 4.79% -16.34%

MCX 6402 5.00% -12.19%

Data as on 08 February 2023



MARKET PRICE NYMEX WTI CRUDE OIL 
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Key factors at play for the rupee

In comparison to the same period last year,
foreign portfolio investors (FPIs) withdrew a net
amount of Rs. 16,153 crore from the Indian
capital markets during April to December of
FY23. FPIs were under pressure to sell in Indian
markets as a result of global economic
concerns such inflationary pressures, central
bank tightening of monetary policy, and
recessionary fears in industrialized nations. FPIs
withdrew a net total of Rs. 11,421 crore from
the equity market and Rs. 12,400 crore from
the debt market.

The low base of the FY21 fiscal year caused by
the pandemic had helped India's GDP rise to
8.7% in FY22. However, the Reserve Bank of
India has projected 6.8% growth in FY23 while
the World Bank has estimated 6.9% growth. In
its World Economic Outlook Update from
January 2023, the IMF forecasted that nominal
gross domestic product (GDP) growth in India
would fall from 6.8% in 2022 to 6.1% in 2023
before rising to 6.8% in 2024, with resilient
domestic demand despite external constraints.

Foreign portfolio investments GDP growth rate

Current account deficit
The country's current account deficit increased
from 2.2% of GDP in the April-June period to
4.4% of GDP in the third quarter that ended in
September. Up until this point in 2022–2023,
the rate of increase of imports has outpaced
that of exports, increasing the trade deficit.
According to the Economic Survey released
lately, it is crucial to keep an eye on India's
current account deficit since it could put
pressure on the rupee's depreciation if it
continues to grow.

Inflation expectation 
Retail inflation in India decreased to a one-year
low of 5.72% in December, continuing for a
second consecutive month to be below the
upper tolerance limit of 6% set by the Reserve
Bank of India. Recent economic survey results
indicate that the RBI expects headline inflation
to be 6.8% in FY23, which is over its target
range. In addition, it is neither too low to
decrease the incentive for investment nor too
high to discourage private consumption.



If anything, what does the                              
US economic data suggest?

CPI Data Job Market

US GDP Housing Market

Since four consecutive three-quarter point rate
hikes gave way to December's half-point
increase, Fed officials have remarked that
inflation has moderated considerably and that
another step down to a quarter point rate
increase is possible. Following last month's
economic data showed an ease in US inflation
to 6.5% in the year to December 2022, down
from 7.1% recorded a month earlier, the Fed
decided to scale back the amount of its most
recent rate hike. After a two-day meeting, the
Fed issued a statement that claimed "inflation
has moderated somewhat but remains
elevated."

The number of job openings at US companies
surprisingly rose at the end of 2022,
demonstrating a strong demand for labour
that the Federal Reserve views as one of the
final obstacles to lowering inflation. When
compared to historical norms, the number of
open positions increased to a five-month high
of just over 11 million in December from 10.4
million a month earlier. This indicates that the
economy won't be negatively impacted by
layoffs until early 2023. This indicates that,
despite protestations to the contrary, the job
market is still extremely tight.

The US economy grew at a strong rate in the
fourth quarter, but signals of weakening
underlying demand increased as this year's
growth is threatened by the highest interest-
rate increases in decades. Following a 3.2%
increase in the third quarter, the gross
domestic product expanded at an annualized
rate of 2.9% in the last three months of 2022.
The largest sector of the economy, personal
consumption, expanded at a slower-than-
expected 2.1% rate. With authorities planning
to further scale back their rate rises, the mixed
data shows that the Federal Reserve still has a
path to a gentle landing.

In 2022, housing prices soared to all-time highs
as bidding wars between prospective buyers
were sparked by nationwide low inventory and
high demand. However, when property prices
remained high and mortgage rates—once
comparatively low during the pandemic—
suddenly spiked around mid-year, many
would-be purchasers were priced out of the
market, and home sales began to decrease. In
a housing slump, home values are typically the
last indicator to find a floor, so we still
anticipate we have a significant length of time
until that happens as long as mortgage rates
remain at or over 6%.



CENTRAL BANKS
IN FOCUS 

Reserve Bank of India US Federal Reserve

For FY23, the RBI raised interest rates for

the first time by 40 bps in May, followed by

three additional rate increases of 50 bps

each in a row from June to October, and

then a slowed down to 35 bps hike in

December policy. Addressing the February

meeting, RBI Governor Shaktikanta Das

stated that the MPC agreed to raise the

policy rate by 25 basis points to 6.5

percent. On the economic front, Das stated

that GDP is likely to expand at 6.4 percent

during 2023-24, with Q1 growth at 7.8

percent, Q2-6.2 percent, Q3 at 6%, and Q4

at 5.8 percent, with risks fairly balanced.

The Governor also stated that inflation is

likely to be about 5.6 percent in the fourth

quarter of FY23.

Since March 2022, the Fed has increased

interest rates eight times, four times in a

row by 0.75 percentage points, in an effort

to reduce demand. At the conclusion of its

two-day policy meeting yesterday, the US

central bank raised the benchmark lending

rate by a quarter point, bringing it to its

target range of 4.50-4.75 percent. The 0.25

percentage point increase is a downgrade

from the half-point increase in December

and higher spikes last year. Although the

FOMC statement emphasizes that officials

are "particularly attentive to inflation risks"

in light of the consequences from Russia's

conflict against Ukraine, it signals that rate

increases will continue.



CURRENCY MARKET DEVELOPMENTS 
MACRO IN FOCUSMACRO IN FOCUSMACRO IN FOCUS

Adani-Hindenburg impact

On January 24, the Adani Group, an Indian conglomerate established by tycoon Gautam Adani,
was charged with perpetrating "the greatest fraud in corporate history," according to a 100-page
report produced by Hindenburg Research, a small firm managed by short-seller Nathan
Anderson. The Adani Group's market value has decreased by almost $70 billion since the
report's publication, and Adani's net wealth has "plummeted by about $30 billion.

Since the release of the Hindenburg report, India's leading Nifty index has shed 2.7%. Data also
reveals that after the news, foreign investors sold Indian equities worth a net $1.5 billion.

Union Budget 2023

The Indian economy is anticipated to grow at 7% in fiscal 2022–23, the highest rate of growth
among all major economies, according to Finance Minister Nirmala Sitharaman, who made the
announcement during the budget presentation. This is despite the global slowdown brought on
by COVID-19 and the Russia–Ukraine war. Despite all the obstacles, she claimed that the nation's
economy is moving in the right direction and has a bright future. The Reserve Bank of India (RBI)
has estimated real GDP growth at 6.8% for the current fiscal year, whereas the Centre's GDP
growth projection for FY23 is a tad higher.

Union Finance Minister Nirmala Sitharaman increased capital expenditure by 33% to Rs 10 lakh
crore and granted direct tax rebates worth Rs 35,000 crore in her final complete Budget before
next year's general elections. In addition to the Centre's record capital investment, the States will
get grants in aid of Rs. 3.7 lakh crore for the development of capital assets. India's effective
capital spending in 2023–2024 will increase to Rs 13.7 lakh crore, or 4.5% of GDP, as a result. The
majority of the budget will be spent on the railways (Rs 2.4 lakh crore) and roads (Rs 3.44 lakh
crore).



CURRENCY
OUTLOOK

USD/INR looks exhausted after recent runs, which have

been vertical on most days. Especially so, being in the

vicinity of 83 a congestion zone. However, if dips thereof

do not extend beyond the 82.4-82.15 region, expect

extension in uptrend aiming 85.7. Alternatively, inability

to overcome 83 or a pull back beyond 81.9 could call for a

plunge towards 79. Brace for big moves.



MUTUAL FUND



INDUSTRY AT A GLANCE

 The total Mutual Fund AUM has increased to an all-time high of Rs.40.80

lakh crore in January 2023 from Rs.40.76 lakh crore in December 2022.

 The open-ended Equity mutual funds attracted net inflows of Rs.12547,

crores in January 2023. While the open-ended debt mutual funds market

has witnessed net outflows of Rs. 10,316 crores in January 2023.

 The mutual fund industry’s total Folios recorded a new high of 14.28

crores. In January 2023, industry has witnessed 18 new fund offers (NFO)

out of which 12 funds were open ended funds and 6 funds were closed

ended funds.

 The contribution of SIPs rose to Rs.13,856 crores in Jan 2023 from

Rs.13,573 crores.



PERFORMANCE REPORT

 In the Equity MF space in December, the overall market showed a flat phase. All the sector

funds except Technology (3.10%) and Auto (2.01%) had given a negative return in the month of

January 2023. Auto and Technology funds were the performers while, Banks and Financial

Services, and Service Industry funds were the laggards in January 2023.

 In the cap-wise performance in January 2023, all the three caps reported negative growth. The

Small-Cap funds had given (-1.28%) returns, followed by Mid- cap Fund (-2.14%) and Large-

Cap Fund (-2.62%).

 January 2023 was a good month for debt markets in terms of returns. All the funds except

Dividend Yield Funds gave positive returns, Overnight Fund (6.04%), Liquid Funds (5.99%) and

Money market Funds (5.97%) were the top performers whereas Dividend Yield (-0.18%) and

Arbitrage Fund (0.38%) were the laggards.

 The10-year benchmark bond rose as high as 7.42% in January 2023 on speculation over the

gross market borrowing numbers for FY24. However, a fiscally prudent budget and a market

borrowing in line with market expectations improved sentiments. This saw the 10-year

benchmark bond yield retreat to 7.25%.



INDUSTRY NEWS 

 The India’s CPI- inflation moderated to a one-year low of 5.7% in December 2022. The softening was led by
a notable easing of vegetable prices despite an uptick in other components of the food basket such as
cereals, eggs and meat.

 RBI in its meeting has increased the repo rate by 25 bps to 6.50% with immediate effect. The current hike
is in line with expectations and comparatively lower than the previous rate hikes.

 Mr. Vinay Paharia has been appointed as the new CIO of PGIM India Mutual Fund. He has close to two
decades of experience in equity research and fund management. In his previous assignment, Vinay served
as the CIO for Union Mutual Fund.

 Mr. Manish Gunwani has been appointed as Head-Equities of IDFC Mutual Fund. In this role, he will have
overall responsibility for equity fund management for the fund house. He is replacing Mr. Anoop Bhaskar,
who is regarded as one of the best fund managers in the industry.

 Starting 1 February 2023, all Asset Management Companies (AMCs) will move to T+2 redemption payment
cycle for equity mutual fund schemes. The move is in line with the T 1 settlement cycle of equity markets
to benefit mutual fund investors.

 In it’s recent circular the market regulator SEBI had given clarification on launching passive ELSS by fund
houses. The regulator has allowed fund houses to launch passive ELSS provided they stop taking fresh
inflows in existing actively managed ELSS.

 Mr. Kenneth Andrade’s PMS company Old Bridge Capital Management has received in-principal approval
from SEBI to launch mutual fund business. Kenneth has worked with IDFC Mutual Fund and Kotak
Mahindra MF before venturing into PMS business. Last year, Sameer Arora’s Helios Capital also received
in-principal approval from SEBI.

 The government has proposed to reduce the tax deducted at source (TDS) on NRIs investing in mutual
funds depending on the tax treaty with the country of the NRI’s residential status. According to the
proposed norms, the fund houses can charge TDS depending on tax treaty or up to 20%, whichever is
lower.
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Insurance Sector Updates

Budget update: Key tax change

• Tax exemption removed for life insurance policies (non-ULIPs) with high value

insurance premium.

• It is with the intent to limit income tax exemption under section 10(10D) of the

income-tax Act 1961 (the Act), from proceeds of insurance policies up to a

certain value.

• The proposed amendment will apply for non-ULIP life insurance policies taken

on or after 1 April 2023 and the premium or aggregate premium of which

exceeds Rs.5,00,000 in a year.

• Income shall continue to remain exempt if it is received on the death of the

insured.

• Existing policies and those taken before 31st March 2023 would continue with

the current tax exemptions.

• It is also noted that the insurance industry has sought a review of the Budget

proposal on taxing the income from aggregate premium above Rs. 5 lakh. It is

understood to have sought a higher threshold of premium for levying tax as

well as a reduction of the 18% rate of goods and services tax on insurance. It

remains to be seen if there would be any changes in future.



Insurance Sector Updates

Indian insurance business is close to Rs.55 lakh crore industry

• IRDAI data shows that the Indian insurance business has become a Rs.55 lakh

crore industry as on 31 March 2022.

• The AUM of insurance industry, which has 55 insurance companies, grew from

Rs.49.13 lakh crore in March 2021 to Rs.54.36 lakh crore in March 2022, a growth

of over 10% in a year.

• Data shows that while almost Rs.50 lakh crore has come from life insurance

companies, non-life insurers contributed Rs.5 lakh crore to the AUM pie.

New Business Premium of Life Insurance industry stood at Rs.26,424
crores in January 2023

• Of the total, private insurers reported a collection of Rs. 11,122 crores (42%) and

LIC Rs.15,302 crores (58%).

• Individual premium was at Rs.12,914 crores and Group premium was at

Rs.14,229 crores.
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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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