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Summary & conclusion:v@rweight on Equity and Hybrid.
Under weight Fixed Income/Commodities ASK
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1. Theglobalconsensudrade continuesto favouran equity risk-on strategy In Indianear
term risks have accumulatedin the nature of a still mixed economicrecovery,surging
secondwave,withdrawal of Flls,weaknesse# currencyand a footloose marketwhere
thematicchaseprovedelusive

2. For the longterm investor, with an investmenthorizon of 3yr+ the nearterm factors
would needto be lookedthrough. Theinfrastructure,cap goodand the manufacturing
sector has shown traction in recent times pavingthe way for mediumterm improved
growth prospects Corporate earningsremain strong in this backdrop and likely to
survivethe setbackfrom secondwave of Covid In the meanwhilethe somewhatsoft
market amidst somewhatcorrected valuation providesopportunity to build portfolios
for longterm. We havethus turned overweighton equity from neutral earlier.

3. On the fixed income side heavy supply from all agencieswith similar institutional
appetite implies bond market condition would remain tight for the secondyear in
successionRBIneedsto step up its OMO well beyond GSAPL.0 while a hardening
inflation outlook would limit headroom for RBI to turn policies any further
accommodativethan what it is already We have therefore turned underweight on
fixed incomespacefrom neutral earlier.

4. \We stay overweight on the Hybrid spacecomprisingREITsIhvliTsand underweighton
Goldasearlier.



Global consensus : Equity allocation at-p@vidhigh
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& i ASSET ALLOCATION POLLS C = _ & x
Re World i ASSET ALLOCATION POLLS AAP IS 30-Apr-2021
Global Balanced Global Equity Global Bond B More Reuters Polls 9 Send us feedback

Question : What is the current asset allocation in percentage terms of your global balanced portfolic?

Indicators : | Select an index v Update
%
Equities 49.812
48
16
a4
W Equities 49.8%
m Bonds 395% =
Alternatives 5.3%
Jun-2016 Nov-2016 Apr-2017 Sep-2017 Feb-2018 Jul-2018 Dec-2018 May-2019 Oct-2019 Mar-2020 Aug-2020 Jan-2021
Cash 4.0%
2016 2017 2018 2019 2020 2021
B Property 1.4%

WORLD - ASSET ALLOCATION POLL NEWS

Nov Dec  Jan Feb  Mar  Apr
Date Source  Headline

Sourceg Refinitiv, ASKWA Research




Economic Recovery: ACAI shows more indicators turnin
green but pace of recovery plateaued at some level
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Many aindicator have started turning up
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ASK Composite Activity Index (ACAI) recovery has plateaued

ASK Composite Activity Index (ACAI]  ssssss ACAI-Trend
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A ACAI shows indication of economy bottoming out in-2p20 and after relatively sharp recovery in M2y and Jur20 and continud
recovery thereafter albeit it seemed to have plateaued at some level.

A New order book have shown huge traction and government expenditure has picked up in a significant way. In the transport secto
railway freight remains buoyant while road traffic too has seen first signs of improvement. In the financial sector, npphenas
remained steady while life insurance premium has seen a sudden spurt. On the external front imports have riskeighile

investment has remained high for successive months.

A However, fuel consumption has dipped again, air traffic is yet to normalize and other financial market indicators likediamting

profile, primary capital market mobilization, etc. remain muted.

Note: The ASK Composite Activity Indicator (ACAI) is a comprehensive tracker of the economy with a data dashboard of Zfdteofrttlie economy covering
nearly all aspects of the neagricultural economy including energy, manufacturing, investments, real estate, infrastructigignforade & investments,
transports, financial services, and measures of corporate and government financial health and household well being. Thefvanidigles that are at (yellow),
above (green) or below (red) their historical average for the period, provides a good guide to the state of the econaggetiate of the 36 indicators into a
single index ACAI incorporates the extent of variation in the variables apart from their direction of change. ACAI is nseswné t@s a more recent (nowcasted)
and alternative measure of economic activities to be available before the GDP data is released for the quarter

Sourceg, CMIE, RBI, Govt, Bloomberg, Refinitiv, ASKWA Research.
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Economy showsontrasting trends

Earnings optimism along with gap in revenue growth
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Order book¢ huge spurt unseen so far
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Equity Marketsc turning overweight




Equity markets have performed in FY21 but have becomm

footloosetoo ¢ High market correlation sectors
Sensex Cons Discr Finance Industrials Banks Basic Capita BSE Metals Power PSUs Cons
Goods & Ser Materials Goods Durables
Quarterly Return
Jun-17 4.4 8.1 8.1 3.5 7.6 5.8 3.8 -3.7 -2.2 -5.6 5.0
Sep-17 1.2 4.6 5.3 0.9 2.8 8.1 0.6 19.3 -0.9 2.6 9.6
Dec-17 8.9 16.6 4.5 14.8 6.8 13.3 11.4 10.1 8.0 10.2 29.3
Mar-18 -3.2 -8.7 -4.2 -9.3 -5.8 -11.6 -3.4 -10.8 -10.7 -14.3 -1.9
Jun-18 7.5 -1.2 5.8 -7.9 7.6 -5.3 -54 -1.9 -8.4 -7.2 -9.2
Sep-18 2.3 -8.6 -7.2 -7.7 -4.3 0.6 -2.2 1.6 -0.9 -1.7 -5.3
Dec-18 -0.4 2.1 8.5 5.0 8.5 -4.2 10.0 -10.8 3.6 0.9 8.2
Mar-19 7.2 -1.6 8.5 -0.8 12.4 1.1 -1.9 -4.1 1.8 5.6 15.3
Jun-19 1.9 -3.8 3.6 2.2 2.4 -0.6 7.5 -2.2 2.9 2.5 9.5
Sep-19 -1.9 -0.6 -6.0 -7.2 -6.0 -9.3 -5.8 -18.2 -7.6 -15.0 -1.0
Dec-19 6.7 4.6 11.8 2.1 11.5 4.7 -9.4 14.8 -0.4 4.5 -3.3
Mar-20 -28.6 -30.9 -38.5 -36.1 -39.9 -32.3 -35.2 -45.2 -28.5 -35.9 -22.6
Jun-20 18.5 23.0 14.7 24.4 10.2 30.1 17.1 26.2 14.3 9.5 5.0
Sep-20 9.0 15.3 1.1 12.1 0.3 14.7 7.6 15.2 5.0 -7.0 19.4
Dec-20 25.4 22.9 41.5 32.3 47.4 24.8 35.5 39.7 24.8 27.4 25.2
Mar-21 3.7 2.9 4.1 21.3 4.6 25.5 12.5 23.7 20.0 16.0 8.0
Financial Year
FY18 11.3 20.4 14.0 8.8 11.4 14.6 12.3 12.8 -6.5 -8.6 45.9
FY19 17.3 -9.3 15.5 -11.4 25.5 -7.8 0.0 -14.8 -4.3 -2.8 7.2
FY20 -23.8 -30.9 -33.2 -40.6 -35.4 -36.1 -40.6 -49.7 -32.3 -41.6 -18.8
FY21 68.0 79.3 70.8 123.5 70.3 133.5 92.1 151.2 79.6 50.3 69.5
Quarterly Average
FYO7 -FY14 f 3.07 2.6" 4.9 35" 53" 2.7" 3.8" 31" 1.17 1.3" 4.6
FY15-FY21 ! 3.3" 41" 4.4" 3.4" 4.4" 45" 31" 3.07 2.1" 1.1” 6.7
FYO7 -FY21 3.2 3.3 4.7 3.4 4.9 3.5 3.5 3.1 1.5 1.2 5.6

Note:BSEector Indices have been used. Green colour indicate outperformance over Sensex.
Sourceg Refinitiv, CMIEASKWA Research



Equity markets have performed in FY21 but have becomm
footloosetoo ¢ Low market correlation sectors

Sensex Auto IPC  Utilities Realty Oil & Gas Energy Healthcare Telecom BSE IT FMCC

Quarterly Return

Jun-17 4.4 6.3 14.6 0.8 27.7 2.7 1.7 7.3 5.2 5.1 12.5
Sep-17 1.2 3.3 1.6 5.4 1.1 12.4 11.9 -5.0 45 1.2 -6.3
Dec-17 8.9 10.6 4.6 10.8 26.3 9.7 11.7 9.7 22.8 13.4 9.4
Mar-18 3.2 -10.1 2.1 -11.5 -14.5 -10.3 -6.4 -11.1 21.1 7.3 -3.8
Jun-18 7.5 -0.9 3.5 6.5 7.0 6.5 0.2 6.4 -10.3 15.0 9.0
Sep-18 2.3 9.9 -12.8 0.4 -17.9 8.8 18.3 7.3 -13.8 12.3 2.6
Dec-18 0.4 -3.0 4.6 2.5 5.6 7.5 9.8 7.3 3.3 9.9 2.8
Mar-19 7.2 9.6 1.1 0.6 15.5 11.1 16.9 3.5 3.9 8.5 0.7
Jun-19 1.9 -4.9 11.2 1.3 6.0 3.1 5.3 -10.5 3.7 2.5 3.2
Sep-19 1.9 6.4 10.3 7.5 -10.2 1.1 1.8 3.1 2.1 0.1 3.6
Dec-19 6.7 10.3 14.5 0.8 15.3 0.7 8.6 7.5 15.2 1.2 3.1
Mar-20 -28.6 -41.9 27.9 -27.0 -40.6 -32.0 -29.3 9.5 -12.9 -17.0 -10.1
Jun-20 18.5 42.2 11.4 19.3 16.8 26.4 43.4 33.9 34.4 15.9 9.8
Sep-20 9.0 17.0 35.6 -6.9 5.7 3.4 21.7 21.7 -20.7 34.2 1.8
Dec-20 25.4 16.4 17.0 22.9 48.3 15.1 5.4 9.5 22.5 21.4 14.1
Mar-21 3.7 6.9 4.9 19.6 7.8 5.2 3.9 -1.6 2.2 9.5 2.1
Financial Year

FY18 11.3 9.3 245 2.5 39.4 7.7 15.0 -14.1 6.5 16.7 11.0
FY19 17.3 21.7 -11.0 -3.2 -6.9 4.5 25.0 9.5 -22.3 26.3 14.1
FY20 -23.8 -42.9 1.3 -32.8 -34.8 -34.4 -25.9 -15.7 5.4 -15.9 12.7
FY21 68.0 107.1 85.6 63.2 97.3 47.9 71.6 75.6 33.4 106.7 25.5
Quarterly Average

FYO7 -FY14 ¢ 3.07 4.2" 2.2" 1.87 3.3" 3.1” 3.1” 3.5” 1.37 3.5 3.5
FY15 -FY21 é 3.3" 2.9" 6.6~ 2.47 41" 2.3" 43" 3.3 1.17 45" 2.5
FYO7 -FY21 3.2 3.6 4.3 2.1 3.7 2.7 3.7 3.4 1.2 4.0 3.0

Note:BSEector Indices have been used. Green colour indicate outperformance over Sensex.
Sourceg Refinitiv, CMIEASKWA Research



The Reliance factor: Did it ma&eealdifference to .
ASK

portfolios? o
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Note:BSEector Indices have been used.
Sourceg Refinitiv, ASKWAResearch
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Market is holding up amidst rising cases CSINJ 2F O2YLINBKSYyaA@gsS t 20
Covid19 spread = New Cases Nifty (RHS) Stringency Index
confirmed in India 120
450000 16000
400000 15000 100
350000 Nationwide 14000
300000 Lockdown 13000 80
250000 12000 60
200000 11000
10000
150000 9000 40
100000 8000
50000 7000 20
0 6000
888%88888888‘&'&&: 0000000000000\,'\,\,\,
S € 5 5 >S5 3 2 £ 8 2 8 52 5 35 A S S N S N S S SN N S S R S R
cg-s & § < 2 3 5oF e 2 3 f & CE,S < Q,\?’° & @ & @ S Q& P AN O R )
m%g%ggmggaggmﬁgg ”)’\9'5'\'0%\:%0"”5\”50%\’%0%\”’)»’&%”0
Vaccination of major population to take whole of FY22 Limited fiscal space this time
) ) Fiscal deficit (Centre) Fiscal deficit (States)
= People vaccinated (%) People fully vaccinated (%) Fiscal deficit (Centre + States)
100 14 13.5
90 12
80
10 10.5
70
60 8 2
50
6
40
30 4 ©
20 o “
2 ~
10
0 0
= s = > £ 5 5 D 5 0> >

Sourceg CMIE, Refinitiv, ASKWA Research



Flis flow dip athdia EquityRisk Premium (ERP) goes dow
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Equity Inflow (USD mn)
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Sourceg CMIE, Refinitiv, ASKWA Research



The currency factor: INeRepreciates while DXY has startecm
gaining
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Sourceg Refinitiv, ASKWA Research




Globalequity: USprotected its nontradeablessector ASK
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Personal income receivedIaoosterthrough budgetaryprogramme

Real Personal Income

$900 billion COVID-19 package
2nd round of stimulus checks

-+

20800 $2.3 trillion Cares Act
1stround of stimulus checks

2018 2019 2020 2021

USLabourmarket is healing

U.S. Unemployment Rate (%)

Pandemichigh: 14.8%

Financial Crisis High: 10.0%

2005 2007 2009 2011 2013 2015 2017 2019

Sourceg Refinitiv, Media, ASKWA Research



Valuations getting support of earnings: China still cheap
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US valuations corrected meaningfully Earnings improving for all
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Sourceg Bloomberg, Refinitiv, ASKWA Research



However, valuation froth exists in various pockets ASK
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A boom in the floatation of new equity issues

= (omestic Equity Floatations (INR bn)

1400
1200
1000
800
600
200
L 5582232208323 394985593dRA
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However, many underperformed
No. of IPOs 47
No. where listing price below offer 16
No. where current price below offer 17
No. where current price below listing 24

Sourceg CMIE, Media, Refinitiv, ASKWA Research
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Fixed Income




Persistence of huge supply in the bond market

ﬂ

ASK

With a relatively unchanged demand scenario
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CAD, INRsommoditiesresulting in higher imported inflation
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Global commodities on the upswing

Overview

2014-2016=100
150

World food prices on the rise too

FAO Food Price Index in nominal and real terms

L) 95 0o

* The real price indlex is the nominal price index deflated by the Work] Bank Manufactures Unit Value Index (MUY}

Sourceg Refinitiv, CMIE, ASKWA Research

Nominal

Jan-15
Mar-15

Imported inflation puts pressure on CPI

e, TP | iNflation

|

Jul-15

Sep-1
Jan-16

Mar-16
Jul-16

Sep-16
Jul-17

Moy 15
Sep-17
Jan-18
Mar- 18
M any- 18
Jul-18

Sep-la
Jul-19

Mo 16
Jan-17
mar-17
Jan-19
Mar-19
M any-19
Sep-19
Jul-20

Mow17
Mo 18
Sep-20

Jan-20
Mar-20

M ay-15
- 16
M ay-17
Mow-19
Mo 20
Jan-21
Mar-21

I any-20



Inflation concern gives little headroom fov . lkeSp@nse to &
Covidsecond wave
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Note: The chart shows tremphasion wordsfrom the Minutes of recent MPC meeting.
Sourceg Refinitiv, ASKWA Research



Fixed income: A play on yield curve
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3M - 40Y
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Sourceg Refinitiv, ASKWA Research




Gold: Negative outlook persists
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Q B commodity Polls = _ =

COMMODITY POLLS COMPOLL
REUTERS B More Reuters Polls

COMMODITY TYPES: PRECIOUS METALS

Avd
Precious Metals Forecasts Bid / Ask Q2 2021 2021 2022
e o Gold -~ 1,733.1900 / 1,733.7000 1,955 1,948 1,924
@ Silver 24.8000 / 24.8500 26.13 26.34 26.01
GoLD o
CHART FORECASTER DISTRIBUTION
Forecast Horizon: < 0O#XAUPOLL:
Consensus v
1960
| Reuters Poll (Mean) O ® | e
v Median ] 1940 3
Mode [ | 1930 E
Min 1920 &
1910
Max ]
1900
Q2 2021 2021 2022
Period
CONTRIBUTOR DATA COMMODITY POLL NEWS
Q2 2021 2021 2022
& ABN Amro 1,775 1,771 1,600
& Analytics Research 1,970 1,850
& ANZ Bank 2,040 2,040 1,940

SourcegRefinitiv, ASKWA Research
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Strategy:OverweightEquity; .
ASK

Domestic/mid-cap/financialoverweighttoo
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Equity. Time to build portfolios taking advantage of nedaerm softness

1)
2)

3)

4)
S)

6)

Global consensus tradavoursequity with its weight ruling at pr€ovid highs.

The macro scenario continueuaderlinethe recovery that was getting slowly
broadbasedvhile the second wave @fovidislikelyto causesomenearterm setback.
However, the traction on order book, robust tax collection and corporate profit point tc
the new catalysts that would help catch up on the growth curve once the-(etsield
uncertainties subside.

Domestic equitynarketsperformed welto return nearly 70% gain in FY21 after the dip c
-24% last year while almost all sectors outdid the benchmark largendap However,

FlIs flowdhaveturnedinto outflow in Apr-21in the backdropof Covid second wave, a
decline in equity risk premium bifdiaandan altered INRXpectations. Amidst all these
and a flare up of Covid crisis, equity matkasheldup relativelywell .

The underlying resilience of the market is palpable as earnings recovery have kept
valuations under check even though pockets of overvaluation surely. exists
Prospect®f USand Chinamarkets stays well based on the fiscal/monetary measures o
the former and disease control & lotgym drivers in case of the latter

Longterm investors should look through the ngarm uncertainties due to Covid and us:
the somewhat soft market to rebuild portfolio with higher tilt for domestic equities and
within that higher allocation for mid/small cap atidematics

We have turned overweight on equities/ith overweight on mid/small cap and financials.

Sourceg ASKWA Research.



Strategy:Underweight~ixedincome
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Fixed Income market:

1) There is a heavy borrowimogrammelined up in FY22 including that from the Central,
State governments and the private sector. Tdrsatesa supply overhang fahe second
year insuccession.

2) Institutional demand would be shaped by an expected pick up of credit growth on
moderate revival hope of the economy particularly the manufacturing sector.

3) Meanwhile inflationary pressure stays high both on accountpiorted inflation due to
rising metals/commodity prices and depreciating outlook of INR.pEnsistence of core
inflation also likely to keep the overall inflation high.

4) RBI clearly need to step up its ON@grammewell beyond GSAP 1.0 announced and
would also need sufficient liquidity buffer to keep the yield curve in shape.

5) The midduration play remains thé&avouredstrategy to play the current shape of yield
curve which offers little spread at the longer duration and low carry at the shorter end

6) We have also turned over/under weight short/medium term to take benefit of a faster
repricing in a rising interest rate scenario and to avoid greater MTM loss in case of
longer maturity.

We see limited headroom for RBI to reverse the process of gradual withdrawal of

accommodative stance and gear it towards a second round of easing for Covid response

TheGsecyields are likely to move within a narrow range therefore with limited upside.

We have thus turned underweighon fixed income

Sourceg ASKWA Research.



Strategy: Overweight Hybrid (REIhgITS and Underweight.
Commodities (Gold) ASK

WEALTH ADVISORS

REIThvITs

1) REITdhvITsare at a nascent stage of development and is poised to be a major source
Fdzy RAYy3 F2NJLYRAIFIQAa 3AINRPgAYI K2dzaAy3I |

2) There are incipient signs that the real estagetoris emerging out of the Covikb
relatedcrisis reflectedn absorption of properties as well as in a reduction in inventorie
There is also an increased demand and price pressure on the steel and cement sect

3) Government support in the form of tax benefits as well as acceleration of urban and
transport infrastructure is facilitating rapid growth of the two avenues.

We have therefore stayedverweighton REITdhvITsin view of the improved economic anc

financial prospects of these two emerging channels.

Gold:

1) Goldhasfallen 15% from its peak in At whenequity and other asset classes started
rallying on the back of a recovering economy.

2) Therising outlook otJS bond yieldas comeas a major dampener for further meaningft
rally of gold Emerging alternative like cryptocurrency is another major drag.

In view of weakening of the relationship between gold and other financial variables and

relative higher valuation wetay underweight on gold.

Sourceg ASKWA Research.
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Model Portfolio




Model portfolio: Construct and Stance

WEALTH ADVISORS

Sourceg ASKWAResearch.



