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Quarterly Investment Policy Committee (IPC) ςturning 
overweight on equity 

A. Macro
1. Global consensus: Equity allocation at pre-

Covid high
2. Economic Recovery: ACAI shows more 

indicators turning green but pace uneven
3. Economy shows contrasting trends

B. Equity Markets ςturning overweight 
1. Equity markets have performed in FY21 but 

have become footloose too
2. The Reliance factor: Did it make a real 

difference to portfolios? 
3. ¢ƘŜ ƳŀǊƪŜǘ ƘŀǎƴΩǘ ǊŜŀŎǘŜŘ ƳǳŎƘ ǘƻ /ƻǾƛŘ 

second wave yet
4. FIIs flow dip as India Risk Premium is down
5. The currency factor: INR depreciates while 

DXY has started gaining
6. Global equity: US protected its non-

tradeablessector
7. Valuations getting support of earnings: 

China still cheap
8. Valuation froth exists in various pockets

C. Fixed Income and Others
1. Supply overhang to keep yields 

rangebound
2. CAD, INR, commodities resulting 

in higher imported inflation
3. Inflation concern gives little 

headroom for RBI response to 
Covid second wave

4. Fixed income remains a play on 
yield curve

5. Gold: Negative outlook persists
E. Strategy
F. Model Portfolio

1. Construct and Stance
2. Model portfolio : Outperformance 

over longer period
3. Model Portfolios ςMaintaining 

outperformance so far



Summary & conclusion: Overweight on Equity and Hybrid; 
Under weight Fixed Income/Commodities

1. Theglobalconsensustrade continuesto favouran equity risk-on strategy. In Indianear
term riskshaveaccumulatedin the nature of a still mixed economicrecovery,surging
secondwave,withdrawalof FIIs,weaknessesin currencyanda footloosemarketwhere
thematicchaseprovedelusive.

2. For the long-term investor,with an investmenthorizon of 3yr+ the near-term factors
would needto be lookedthrough. Theinfrastructure,capgoodand the manufacturing
sector hasshown traction in recent times pavingthe way for medium term improved
growth prospects. Corporate earningsremain strong in this backdrop and likely to
survivethe setbackfrom secondwave of Covid. In the meanwhilethe somewhatsoft
market amidst somewhatcorrectedvaluation providesopportunity to build portfolios
for longterm. Wehavethus 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
succession. RBIneeds to step up its OMO well beyond GSAP1.0 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 stayoverweight on the Hybrid spacecomprisingREITs/InvITsand underweighton
Goldasearlier.



Global consensus : Equity allocation at pre-Covid high

Sources ςRefinitiv, ASKWA Research



Economic Recovery: ACAI shows more indicators turning 
green but pace of recovery plateaued at some level

Sources ςCMIE, RBI, Govt, Bloomberg, Refinitiv, ASKWA Research.

Many a indicator have started turning up ASK Composite Activity Index (ACAI) recovery has plateaued

Note: The ASK Composite Activity Indicator (ACAI) is a comprehensive tracker of the economy with a data dashboard of 36 key indicators of the economy covering 
nearly all aspects of the non-agricultural economy including energy, manufacturing, investments, real estate, infrastructure, foreign trade & investments, 
transports, financial services, and measures of corporate and government financial health and household well being. The number of variables that are at (yellow), 
above (green) or below (red) their historical average for the period, provides a good guide to the state of the economy. The aggregate 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 meant toserve as a more recent (nowcasted) 
and alternative measure of economic activities to be available before the GDP data is released for the quarter

ÅACAI shows indication of economy bottoming out in Apr-2020 and after relatively sharp recovery in May-20 and Jun-20 and continued 
recovery thereafter albeit it seemed to have plateaued at some level. 

ÅNew order book have shown huge traction and government expenditure has picked up in a significant way. In the transport sector 
railway freight remains buoyant while road traffic too has seen first signs of improvement. In the financial sector, money supply has 
remained steady while life insurance premium has seen a sudden spurt. On the external front imports have risen while foeign
investment has remained high for successive months. 

ÅHowever, fuel consumption has dipped again, air traffic is yet to normalize and other financial market indicators like bank credit, rating 
profile, primary capital market mobilization, etc. remain muted. 



Economy shows contrasting trends

Sources ςCMIE, Refinitiv,  ASKWA Research

Order book ςhuge spurt unseen so far Earnings optimism along with gap in revenue growth

IIP ςdipped again Vehicle sales ςlower than 5yr average



Equity Markets ςturning overweight 



Equity markets have performed in FY21 but have become 
footloose too ςHigh market correlation sectors

Note:BSESector Indices have been used. Green colour indicate outperformance over Sensex.
Sources ςRefinitiv, CMIE, ASKWA Research

Sensex Cons Discre 

Goods & Serv

Finance Industrials Banks Basic 

Materials

Capital 

Goods

BSE Metals Power PSUs Cons 

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 -5.4 -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

FY07 -FY14 3.0 2.6 4.9 3.5 5.3 2.7 3.8 3.1 1.1 1.3 4.6

FY15 -FY21 3.3 4.1 4.4 3.4 4.4 4.5 3.1 3.0 2.1 1.1 6.7

FY07 -FY21 3.2 3.3 4.7 3.4 4.9 3.5 3.5 3.1 1.5 1.2 5.6



Equity markets have performed in FY21 but have become 
footloose too ςLow market correlation sectors

Note:BSESector Indices have been used. Green colour indicate outperformance over Sensex.
Sources ςRefinitiv, CMIE, ASKWA Research

Sensex Auto IPO Utilities Realty Oil & Gas Energy Healthcare Telecom BSE IT FMCG

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 4.5 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 24.5 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

FY07 -FY14 3.0 4.2 2.2 1.8 3.3 3.1 3.1 3.5 1.3 3.5 3.5

FY15 -FY21 3.3 2.9 6.6 2.4 4.1 2.3 4.3 3.3 1.1 4.5 2.5

FY07 -FY21 3.2 3.6 4.3 2.1 3.7 2.7 3.7 3.4 1.2 4.0 3.0



The Reliance factor: Did it make a real difference to 
portfolios?

Note:BSESector Indices have been used.
Sources ςRefinitiv, ASKWA Research
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¢ƘŜ ƳŀǊƪŜǘ ƘŀǎƴΩǘ ǊŜŀŎǘŜŘ ƳǳŎƘ ǘƻ Covid second wave yet

Sources ςCMIE, Refinitiv,  ASKWA Research

Market is holding up amidst rising cases CŜŀǊ ƻŦ ŎƻƳǇǊŜƘŜƴǎƛǾŜ ƭƻŎƪŘƻǿƴ ƛǎƴΩǘ ǿƛŘŜǎǇǊŜŀŘ

Vaccination of major population to take whole of FY22 Limited fiscal space this time

Covid19 spread 
confirmed in India

Nation-wide 
Lockdown
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FIIs flow dip as India Equity Risk Premium (ERP) goes down

Sources ςCMIE, Refinitiv, ASKWA Research
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The currency factor: INR depreciates while DXY has started 
gaining

Sources ςRefinitiv, ASKWA Research



Globalequity:US protected its non-tradeablessector

Sources ςRefinitiv, Media, ASKWA Research

Personal income received a booster through budgetary programme

US Labourmarket is healing



Valuations getting support of earnings: China still cheap

Sources ςBloomberg, Refinitiv, ASKWA Research

US valuations corrected meaningfully
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Earnings improving for all

Earnings beat still highest in US



However, valuation froth exists in various pockets

Sources ςCMIE, Media, Refinitiv, ASKWA Research

A boom in the floatation of new equity issues

However, many underperformed



Fixed Income



Supply overhang to keep yields rangebound

Sources ςCMIE, Refinitiv,  ASKWA Research

Persistence of huge supply in the bond market With a relatively unchanged demand scenario

RBI need to step up OMOs well beyond GSAP 1.0 announced Persistence of Core CPI comes as a challenge
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CAD, INR, commodities resulting in higher imported inflation

Sources ςRefinitiv, CMIE, ASKWA Research

Cad/GDP back on deficit mode Global commodities on the upswing

World food prices on the rise too Imported inflation puts pressure on CPI



Inflation concern gives little headroom for w.LΩǎ response to 
Covid second wave

Note: The chart shows the emphasison wordsfrom the Minutes of recent MPC meeting.
Sources ςRefinitiv, ASKWA Research



Fixed income: A play on yield curve

Sources ςRefinitiv, ASKWA Research

3M - 40Y

YC, 0#INBMK=, Native Bid, Realtime, 40Y, 6.786, YC, 0#INBMK=, Native Bid, Historical(3/31/2021), 40Y, 6.737, YC, 0#INBMK=, Native Bid, Historical(3/31/2020), 30Y, 6.760, 

YC, 0#INBMK=, Native Bid, Historical(9/30/2020), 30Y, 6.749
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Gold: Negative outlook persists

Sources ςRefinitiv, ASKWA Research



Strategy: Overweight Equity; 
Domestic/ mid-cap/financial overweighttoo

Sources ςASKWA Research.

Equity: Time to build portfolios taking advantage of near-term softness
1) Global consensus trade favoursequity with its weight ruling at pre-Covid highs. 
2) The macro scenario continue to underlinethe recovery that was getting slowly 

broadbasedwhile the second wave ofCovidis likelyto causesomenear-term setback. 
However, the traction on order book, robust tax collection and corporate profit point to 
the new catalysts that would help catch up on the growth curve once the Covid-related 
uncertainties subside. 

3) Domestic equity markets performed wellto return nearly 70% gain in FY21 after the dip of 
-24% last year while almost all sectors outdid the benchmark large cap index. However, 
FIIs flowshaveturnedinto outflow in Apr-21 in the backdropof Covid second wave, a 
decline in equity risk premium ofIndiaandan altered INRexpectations. Amidst all these 
and a flare up of Covid crisis, equity markethasheldup relativelywell . 

4) The underlying resilience of the market is palpable as earnings recovery have kept 
valuations under check even though pockets of overvaluation surely exists. 

5) Prospectsof USandChinamarkets stays well based on the fiscal/monetary measures of 
the former and disease control & long-term drivers in case of the latter.

6) Long-term investors should look through the near-term uncertainties due to Covid and use 
the somewhat soft market to rebuild portfolio with higher tilt for domestic equities and 
within that higher allocation for mid/small cap and thematics.

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



Sources ςASKWA Research.

Fixed Income market:
1) There is a heavy borrowing programmelined up in FY22 including that from the Central, 

State governments and the private sector. This creates a supply overhang for the second 
year in succession.

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 account of imported inflation due to 
rising metals/commodity prices and depreciating outlook of INR. Thepersistence of core 
inflation also likely to keep the overall inflation high.

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

5) The mid-duration play remains the favouredstrategy to play the current shape of yield 
curve which offers little spread at the longer duration and low carry at the shorter end.   

6) Wehave 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. 
The Gsecyields are likely to move within a narrow range therefore with limited upside. 
Wehave thus turned underweight on fixed income. 

Strategy: Underweight Fixed Income



Strategy: Overweight Hybrid (REITs/InvITs) and Underweight 
Commodities (Gold)

Sources ςASKWA Research.

REITs/InvITs:
1) REITs/InvITsare at a nascent stage of development and is poised to be a major source of 
ŦǳƴŘƛƴƎ ŦƻǊ LƴŘƛŀΩǎ ƎǊƻǿƛƴƎ ƘƻǳǎƛƴƎ ŀƴŘ ƛƴŦǊŀǎǘǊǳŎǘǳǊŜ ǎŜŎǘƻǊΦ

2) There are incipient signs that the real estate sector is emerging out of the Covid-19 
related crisis reflected in absorption of properties as well as in a reduction in inventories. 
There is also an increased demand and price pressure on the steel and cement sector.

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 stayed overweight on REITs/InvITsin view of the improved economic and 
financial prospects of these two emerging channels.
Gold:
1) Gold has fallen 15% from its peak in Aug-20 when equity and other asset classes started 

rallying on the back of a recovering economy.
2) The rising outlook of US bond yield has come as a major dampener for further meaningful 

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 we stay underweight on gold.



Model Portfolio



Model portfolio: Construct and Stance

Sources ςASKWA Research.


