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PCG Communique
FY 20-21 has been a phenomenal year, where the
market has given a return of 72% for the Financial
Year. For-Mar, FII’s has done a muted buying of
1245 CR, and DII was a net buyer of 5204 CR.
FMCG & IT were the two major sectors which
have been out-performed in Index and where @
positives. The IT index surged by 3.30 percent in
the last few weeks as domestic IT stocks
followed a global trend and expectation of large
order deals, bouncing back higher from the
previous pullback. In the last few weeks, Bankex
plunged by 4.59 percent. Banking and financial
stocks were deeply hurt by uncertainty in the
markets and deep plunges led by increasing US
bond yields and an expected rise in inflation.
Meanwhile, towards the end of the fortnight, the
Supreme Court’s decision, while delivering its
verdict in the loan moratorium case that a waiver
of complete interest is not possible as it affects
depositors, brought some respite to banking
stocks.

23rd March 2020

vs

23rd March 2021

25,981.24

SENSEX

50,048.01

7,610.25

NIFTY 50

14,822.65

16,917.65

NIFTY BANK

33,910.75

10,990.80

NIFTY
Midcap 100

23,836.75

Similar to other global equity markets, domestic
markets continued to oscillate between red and
green during the fortnight as any rise in US bond
yields instigated fear amongst investors on one
hand while improved economic data supported
an optimistic view of better economic growth.
While the global markets were seen recovering
from the dips, concerns regarding rising
coronavirus cases in India and abroad, brought
about profit booking and dragged down domestic
benchmark indices. The Sensex declined by 1.29
percent while Nifty was down by 1.42 percent
during the recent fortnight.

PCG

The World Bank has revised upward the GDP
growth projections for India by 4.7 percentage
points to 10.1 percent for the financial year
2021-22, due to a strong rebound in private
consumption and investment growth. Apart from
this, the World Bank has forecast the economy to
contract by 8.5 percent in FY21 (2020-21). The
multilateral agency has also projected economic
growth at 5.8 percent for India during FY23
(2022-23). The World Bank, however, sounded a
warning as economic activity is well below the
pre-Covid-19 estimate. It said that businesses
need to make up for lost revenue and millions of
workers, most of them in the informal sector, still
reeling from job losses and falling incomes
should be taken care of.
As economic activity normalizes, domestically
and in key export markets. Export Surge by 58%
in March and import rise to 53%. The trade
deficit widened to over $14billion on March 21.
As growth resumes and the labor market
prospects improve, poverty reduction is
expected to return to its pre-pandemic
trajectory.
The mean avg. PE for the market for the last 5
years has been 23.9X. For FY22 we are expecting
the Nifty earning will be 635. Considering the
estimated earnings, we believe the market will be
somewhere at an inflection point of 15176. Mkt is
already pricing in the FY 22E and this FY looks
market looks to be in a range, unlike FY 20-21
has given a phenomenal upside of 72%. We
remain bullish in Consumer discretionary, IT,
Pharma, selective auto & auto ancillary &
Building Material companies.
Lately, the defensives, certain PSU stocks along
with stocks in the infrastructure and cement
space are doing well. This is a good time to build
your equity portfolio with a three-to-five-year
horizon as the markets tend to do well when
there is a recovery in the economy and the
inflation pressure is mild. The bearish pressure
on the market owing to the recent second wave
of the pandemic should be taken as an
opportunity to invest. It is time to keep your eyes
open and dare to invest as opportunities get
available.

From the Desk of the PCG Head
Rajesh Kumar Jain
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Market Commentary
as

the final day of the week drag key gauges off

Benchmark indices, S&P BSE Sensex, and

week's highs as traders opted to book profit at

Nifty50 both increased by 0.80% & 1.1%

higher levels. Sentiments also turned cautious

respectively,

with the private report that several industrial

Markets

ended

positively

to

settle

at

in

March

49509.15

and

investment proposals touched a record low in

14690.7, at the end of March.

2020, the pandemic year. And in value terms,
Markets started the month on an optimistic

they were at a three-year low as economic

note as Indian equity benchmarks with

activity came to a standstill during the

frontline gauges ending with a gain of over two

prolonged lockdown in the quarter ended

and a half percentage points during the first

June.

week of the month.
The

third

week

turned

out

to

be

a

Extending the previous week's gains, Indian

disappointing week of trade for Indian equity

equity benchmarks extended their previous

benchmarks where frontline gauges ended

week's gain to surpass their crucial 15,000

with a cut of around two percentage points.

(Sensex) and 50,700 (Sensex) levels. Markets

Ind-Ra in its latest report stated that the

started the holiday truncated week on a quiet

performance of unsecured asset classes, such

note as traders remain concerned with Chief

as microfinance loans, unsecured business

Economic

loans, and consumer loans, is worsening with

Advisor

(CEA)

Krishnamurthy

Subramanian's statement that the country's

the

deteriorating

financial

conditions

of

financial sector has not really grown as fast as

borrowers. Some concern came with a joined

it should have and is still very, very small. Key

survey carried out by FICCI-IBA has stated

gauges

as

that the asset quality of banks, which saw

traders got some support with Finance

some improvement in the second half of 2020,

Minister Nirmala Sitharaman's statement that

is likely to worsen during the first six months of

the fiscal measures taken by the government

2021. The survey was conducted on 20 banks,

have resulted in a positive growth of 0.4

including the public sector, private sector, and

percent in the third quarter of the current

foreign banks, representing about 59 percent

financial year. Sentiments remained jubilant as

of the banking industry, as classified by asset

the Organization for Economic Co-operation

size.

extended

northward

journey

and Development (OECD) in its interim
economic outlook has raised the projection for

In the fourth week of the month, Indian equity

India's

4.7

benchmarks extended a bearish trend for the

percentage points at 12.6 percent for 2021-22.

second week in a row as traders remained

Traders remain encouraged after Crisil in its

concerned over surging Covid-19 cases

report

across the country.

economic

stated

that

growth

the

rate

by

production-linked

incentive (PLI) scheme that seeks to push
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domestic manufacturing in as many as 14

In terms of economic performances, the IHS

sectors

Markit

has

the

potential

to

generate

India

Manufacturing

Index

(PMI)

for

Purchasing

additional revenue worth Rs 35-40 lakh crore

Managers’

February

over the next five years. However, selling on

highlighted a strong improvement in operating

conditions that was broadly similar to that

On the global front, The U.S. markets ended

recorded in January. The PMI index came in at

lower during the passing week on lingering

57.4 in February from 57.7 in January &

concerns about the outlook for high-growth

remained in the expansion zone. Reading

companies contributed to the sell-off by

above the 50 marks indicates growth.

technology

stocks,

which

have

seen

considerable volatility in recent sessions.
The Nikkei/IHS Markit Services PMI moved to

Further, sentiments were weak on concerns

55.3 in February from 52.8 in January, its

about extended coronavirus lockdowns in

highest since February 2020. The output of

Europe amid worries of a new wave of

eight core infrastructure industries declined in

infections. German leaders agreed to extend

February, the combined index of eight core

the country's lockdown until April 18, raising

Industries stood at 127.8 in Feb 2021, which

concerns about demand from Europe's largest

declined by 4.6% YoY. All the eight sectors

economy. Besides, weakness also prevailed in

Fertilizers, Steel, Electricity, Coal, Crude Oil,

the markets after the Commerce Department

Natural Gas, Refinery Products and Cement

released a report showing new orders for the

recorded negative growth in February.

U.S.

manufactured

durable

goods

unexpectedly decreased in February. The
India’s retail inflation, measured by CPI was

Commerce Department said durable goods

up at 5.03% in February and higher than

orders slumped by 1.1 percent in February

4.06% in January, mainly due to a rise in fuel

after spiking by an upwardly revised 3.5

and food prices. The inflation figure in

percent in January.

February is within the upper tolerance level of
the RBI’s inflation target (4% with +/- 2%).

In the labor market, initial jobless claims pulled

However, India’s wholesale price index (WPI)

back by much more than expected in the week

based inflation increased to 27 months high in

ended March 20th. The report said initial

February to 4.17% from 2.03% in January.

jobless claims slid to 684,000, a decrease of
97,000 from the previous week's revised level

Regarding

export-import

activity,

India's

of 781,000. The street had expected jobless

exports exhibited strong growth of 58.23%

claims to decline to 730,000 from the 770,000

year over year at $34 billion in March while

originally reported for the previous week. With

imports increased by 52.89% year over year to

the much bigger than expected decrease,

$48.12 billion. The Goods and Services Tax

jobless claims dropped to their lowest level

(GST) collection in March recorded an all-time

since hitting 282,000 in the week ended March

high at Rs. 1,23,902 crore, 27% higher than in

14, 2020.

the same month last year.
Meanwhile, the economic activity in the US
Also,

India's

foreign

exchange

reserves

manufacturing sector increased in March as

declined by $2.98 billion to $579.28 billion in

per Institute for Supply Management (ISM)

the week ended March 26, foreign currency
assets (FCAs), a key component of the overall
reserves

decreased

by

$3.22

billion.

Additionally, Foreign Portfolio Investors (FPIs)
were net buyers of Rs. 17,023 crores in March,
driven by strong net inflows in equity of
Rs.10,482 crore.

report, manufacturing PMI stood at 64.7 in
March, marking the highest reading since
December 1983 up from 60.8 in February.
In Eurozone, manufacturing sector growth
was up strongly in March. IHS Markit’s
Manufacturing PMI rose to 62.5 in March from

03

57.9 in February. As per the report of the

government has extended support to the

global data firm, “Eurozone manufacturing is

corporate sector for setting up a new capacity

booming, with production and order books

in specific areas. Fourth, the government has

growing at rates unprecedented in nearly 24

rolled out various measures to attract foreign

years of PMI survey history during March.“

funding of investment in India. Fifth, the

The final au Jibun Bank Flash Manufacturing

government is also setting up a development

PMI stood at 52 in March compared to 51.4 in

finance institution that would fund infra

February. New order volumes expanded at the

investment in a big way.

fastest pace since October 2018, au Jibun
Bank said.

We expect India's investment rate to increase
from the current 24% of the GDP to over 30%

Regarding China, the National Bureau of

i.e., about $900 billion in the near term. The

Statistics

official

multiplier effect of investment would further

manufacturing PMI for March came in at 51.9,

boost and sustain India's GDP and corporate

up from 50.6 in February. The country’s

earnings growth. The multiplier effect is likely

non-manufacturing

to be more pronounced because a major part

reported

that

PMI,

the

which

gauges

sentiment in the services and construction

of

sectors, rosed to 56.3 in March from 51.4 in

infrastructure sector which has more forward

February.

and

this

investment

backward

would

linkages.

As

go

to

has

the
been

highlighted by the Union budget, apart from

Going Ahead

roads, the government is focusing on other

Global market sentiments reflect optimism,

infrastructure areas including water, railways,

given the success in several COVID-19

energy, and natural gas.

vaccine distribution & vaccination. Federal

above, we continue to advise our clients to

Reserve Chair Jerome Powell has assured of

invest in Indian equities over longer periods

ultra-easy monetary policy for the foreseeable

and not to get unsettled by the short-term

future, however, the yields on ten-year notes

movements.

Because of the

and thirty-year bonds rose to their highest
levels in a year.

As markets continue to tread in volatility, we
advise investors to remain invested in healthy

Back home, The major recovery of India's

growth and value-oriented companies with

growth over the next two years as forecasted

quality management to create long-term

by the IMF, the Government of India add the

sustainable wealth.

RBI factors in significant improvement in
India's

investment

rate,

which

trended

downwards since 2008. There are numerous
reasons

to

expect

an

acceleration

of

investment rate in India. First, the outlay for
public

investment

has

been

increased

significantly in the current budget. Second,
budgetary support to public sector units for
undertaking

investment

has

also

been

increased. Third, through schemes such as
production-linked incentive schemes the
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Equity Outlook
Indian equities made gains after a losing streak in
the past two weeks. S&P BSE Sensex and Nifty 50
rose 2% and 2.5%, respectively. The market was
buoyed by optimism over the early rollout of global
and domestic Covid-19 vaccine programs. A rally in
metal, healthcare, information technology (IT),
fast-moving consumer goods (FMCG), and oil & gas
counters brought gains. S&P BSE Metal (topmost
sectoral gainer), S&P BSE Healthcare, S&P BSE IT,
S&P BSE FMCG and S&P BSE Oil & Gas surged
around 8.5%, 3.7%, 3.6%, 3.3% and 2.8%, respectively. However, some gains were chipped off on
tracking a sporadic rise in global bond yields.
India's fiscal deficit at end-February 2021 stood at
Rs 14.05 lakh crore or 76% of revised estimates
(RE). This compares with 135.2% in the corresponding period previous fiscal. India's current
account deficit narrowed to $1.7 bn or 0.2% of the
gross domestic product (GDP) in the December
quarter as against $2.6 bn or 0.4% in the year-ago
period. The output of eight infrastructure sectors
contracted 4.6% in February as compared with
revised growth of 0.9% in January. The Government
of India kept unchanged the inflation targeting
framework of the central bank for the five years
beginning April 1, 2021; mandating the Reserve
Bank of India (RBI) to maintain retail inflation at 4%
with a margin of 2% on either side. The World Bank
scaled up its projections for India's economic
growth by 4.7 percentage points to 10.1% for fiscal

2022, due to a strong rebound in private consumption and investment growth. The Bank had pegged
India’s GDP growth at 5.4% in its January report.
The Ministry of Finance announced that the Centre
would borrow Rs 7.24 lakh crore from the market in
the first six months of fiscal 2022. It said businesses
with a turnover of more than Rs 5 crore would have
to furnish a six-digit Harmonised System of Nomenclature (HSN) or tariff code on the invoices issued
for supplies of taxable goods and services from
April 1.
The Centre said it would infuse Rs 14500 crore as
capital in the Central Bank of India, Indian Overseas
Bank, Bank of India, and UCO Bank by issuing
non-interest bearing bonds to public sector banks.
It released Rs 30,000 crore as Goods and Services
Tax (GST) compensation to states for fiscal 2021.
The RBI extended the deadline for e-mandate for
recurring payments of online transactions by six
months till September 30, 2021. It postponed the
implementation of new rules for payment gateways
and online merchants that would prohibit them from
storing customer card details. The new rules, which
were set to kick in from July 2021, will now come
into force in January 2022. The Securities and
Exchange Board of India (SEBI) put in place a new
registration framework for registered intermediaries
transferring business to other legal entities. SEBI
came out with revised rules for surrendering foreign
portfolio investor (FPI) license.

Focused Equity Mutual Funds and Returns
Large Cap

1 Years

3 Years

5 Years

Since Inception

Axis Bluechip Fund Gr

57.22

14.83

16.48

12.74

Mirae Asset Large Cap Fund

77.82

12.32

16.34

15.50

Canara Rebeco Bluechip Fund

71.74

15.90

16.56

12.50

Franklin India Bluechip Fund

84.39

10.24

11.84

16.49

81.27

12.64

16.24

18.35

Canara Robeco Flexi Cap Fund

71.35

14.38

16.59

17.98

HDFC Flexi Cap Fund

82.05

9.35

14.23

18.11

102.06

12.29

17.95

13.24

79.07

10.49

16.84

15.14

11.51

15.73

19.26

Large & Midcap
Kotak Equity Opportunities Fund
Flexi Cap

Midcap Fund
Kotak Emerging Fund
DSP Midcap Reg Gr
Focused Fund
SBI Focused Equity Fund
Source: Anand Rathi Internal Research.

61.09

Note: Such representations are not indicative of future returns.
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Debt Outlook
The interbank call money rate settled at 2.75%

60% of the gross borrowing figure specified in

on March 31 compared with 3.00% on March

the Budget. In the state development bond

26. Taking note of the liquidity conditions, the

auction, states raised a total notified Rs

RBI held a 5-day variable rate repo auction for

20,641 crore via the sale of dated securities.

a notified Rs 25,000 crore on March 31. How-

Treasury bill, or T-bill, auctions brought in

ever, overall systemic liquidity continued to

fresh supply amounting to a total notified Rs

remain in surplus. Government bond prices

19,000 crore.

ended lower over the two trading sessions of

06

the week. The yield of the 10-year benchmark

The RBI also notified that it would be issuing

5.85% 2030 paper settled at 6.18% on March

T-bills amounting to a total notified Rs 4.68

31 compared with 6.12% on March 26.

lakh crore in the June quarter of 2021. The

Domestic bond prices were weighed down by

rupee

higher US benchmark treasury yields. The

weighed by a rise in the US dollar index,

expectation of more supply of long-term

banks’ dollar purchases, and weakness in

papers in the market, ahead of the release of

local equities. Restrictions put in place to curb

the Centre’s borrowing calendar for the first

the spread of the Covid-19 dampened investor

half of fiscal 2022, also put prices under pres-

risk appetite and further dented sentiment for

sure. The government said it would borrow Rs

the local unit. Greenback sales by some banks

7.24 lakh crore in the first half of fiscal 2022, or

helped the rupee recoup some losses.

weakened

against

the

US

dollar

Commodities Outlook
The tight supplies of soybean have already

Positive price outlook ahead for
rabi grown commodities.

pushed the prices higher over the last two

The month of March was comparatively stable
for most agricultural commodities except for
soybean which saw a whopping 19% gains
and made new highs in the home markets. In
fact prices of edible oils both in the domestic
and in the home markets took a breather after
making

new

records

however,

NCDEX

soybean saw a one-sided rally given tight
stocks in the home markets and robust
soymeal export demand.

months and if any delay or below normal
monsoon forecast by the department may fuel
a further rally in the prices of soybean.
Outlook for crude oil is not so optimistic given
the renewed lockdowns across many nations
and traveling restrictions. Thus the outlook for
edible oils and guar complex is not so
optimistic. Besides, the government is closely
monitoring the rising prices of edible oils and
any sharp rally here onward may force the

Correction in Spice complex was on the back

government to impose restrictions on imports.

of arrival pressure of new crop while guar

Thus upside will remain capped in edible oils.

complex witnessed fall amid a drop in crude
being

Chana and Mustardseed could turn out to be

prices

the top picks of April. Arrival pressure in both

harvesting

the rabi grown commodities may continue till

Cotton declined in line with the

mid-April and start declining thereon. For the

international markets and April is going to be a

chana supply side is not so strong due to a

month of high volatility. This is because the

sharp fall in production and for mustard seed,

Indian Metrological department will release its

strong

first long-range forecast of the Southwest

crushing activities. Crushing in March was at

monsoon. The first Long Range forecast

record levels around 12 lakh tonnes. The

though very early but gives a fair idea about

industry expert expects 40 lakh tonnes

the

crushing during the March-June period which

oil

prices.

significantly
sustained
period.

Chana
lower

higher

upcoming

production
this

despite

monsoon.

season,
the

kharif

grown

commodities, particularly soybean, cotton,
guar,

Turmeric

start

responding

to

demand

persists

due

to

robust

is significant.

the

monsoon forecasts and weather pattern

In the spice complex too, particularly for jeera,

developments.

arrival pressure will start easing gradually and
jeera could outperform other spices in April.
Coriander

has

huge

upside

potential

considering the current price levels. But
coriander production is better this season and
April is the peak arrival period of this spice.
Thus, in the current month, we don’t see any
major move in coriander.
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Gold registered the worst quarter
in over 4 years
MCX Gold tumbled for all three months of the
calendar year 2021. Comex gold registered
the worst quarterly performance (-10% Q-o-Q)
in more than four years. The gold market has
lost its sparkle, dashing the hopes of people
who predicted that lavish stimulus spending
by central banks and governments would
send bullion prices to new heights this year.

early March. The proposal includes $2.25
trillion in new spending over eight years,
boosting

government

expenditures

even

further. In the long run, higher government
spending,

public

debts,

inflation,

and

corporate taxes should hamper the pace of
economic growth and weaken corporate
America. Hence, the proposal could be
positive for gold prices, at least from the
fundamental point of view.

Gold has faltered by 17% from August high of
$2,075 per ounce to current levels of around
$1,725 per ounce. Forecasts of a rapid global
economic expansion this year, powered by
vaccinations and U.S. stimulus and liquidation
in the ETFs have tarnished gold's allure as a
haven in uncertain times.

Light at the end of the tunnel is our gold
imports. India’s gold imports in March surged
471% from a year earlier to a record 160
tonnes, as a reduction in import taxes and a
correction in prices from record highs drew
retail buyers and jewelers. India imported a
The argument for holding gold as a hedge

record 321 tonnes in the March quarter, up

against inflation has also endured a setback

from 124 tonnes a year ago. In February, India

this year. The prospect of buoyant economic

slashed import duties on gold to 10.75% tax

activity and higher inflation fueled a steep rise

from 12.5% to boost retail demand and curtail

in yields on U.S. government bonds. Real

smuggling into the South Asian country.

yields, or the returns on government bonds

Hence even after registering a 10.4% decline,

after adjusting for inflation expectations, also

we believe the current level in the yellow metal

jumped, raising the opportunity cost of owning

is the best one to start accumulating it. The

gold, which doesn't offer an income.

sentiment has been almost the same in Silver.
Since

Meanwhile,
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US

President

Joe

Joe

Biden

has

announced

an

Biden

infrastructure plan, the need for Silver in solar

announced the big infrastructure plan, the

energy will push the price higher after the

second major legislative initiative after the

current correction. Hence for April, we are

$1.9 trillion coronavirus relief plan passed in

positive for bullion performance.

Base Metals: tight supplies and
demand optimism lifted the
sentiment

by concerns about oversupply after China's
Tsingshan Holding Group said it would
provide domestic markets with an extra

Industrial Metal (MCX) Performance in March

100,000 tonnes of nickel matte. Still, the

Aluminium

1.82%

commodity growing usage in lithium-ion

Zinc

0.20%

batteries and the accelerated roll-out of

Lead

-3.77%

electric vehicles should drive prices higher in

Copper

-4.98%

the long run.

Nickel

-13.42%
(Source: Telequote, as on 3rd April 2021)

The outlook remains bullish although the EU

MCX Aluminium rose as investors weighed

and India are witnessing a third and fourth

rising demand and a possible supply increase

wave of Covid cases. The major booster will

from China. Aluminum in Shanghai rallied to

be Joe Biden’s infrastructure development

the highest level in almost a decade in March

plan amounting to $2.25 trillion. Moreover, the

as China’s green push was considered a

US reported the highest reading in factory

“game-changer” for the long-term outlook

growth since 1983 as ISM Manufacturing PMI

after years of gluts in the industry.

jumped to 64.7 in March from 60.8 in February.
UK’s latest factory activity growth figure

MCX Copper slipped by nearly 5%, extending

pointed to the steepest month of expansion

losses from an all-time high it posted this year

since February 2021 as Manufacturing PMI

as disappointing Chinese factory data further

grew at 58.9 in March against an estimate of

dented sentiment toward the bellwether metal.

57.9 and February’s reading of 55.1. The
Manufacturing PMI in the EU, Canada, Japan

The Caixin manufacturing PMI in China

&

showed an expected slowdown in March,

forecast in March signaling the return of

while a weaker yuan put pressure on importers

industrial metal demand. Hence we expect

paying for commodities in dollars. The rally

demand to start improving and metals to shine

has faltered amid rising inventories, renewed

in April.

coronavirus

lockdowns

in

Europe,

and

concerns over reduced stimulus in China, the
biggest buyer of the metal. The decline comes

China

has

grown

comfortably

above

Crude oil slips in Mar’21 after four
consecutive monthly gains

even as the long-term demand outlook gets a
boost

from

a

U.S.

plan

to

rebuild

infrastructure.
LME nickel declined sharply and breached
$16,000 per tonne, a level not seen since
December last year, as investors trimmed their
positions amid muted demand in the spot
market. Sentiment continued to be dominated
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The month of March turned out to be

of the Oxford/AstraZeneca vaccine following

extremely volatile for Crude oil price as

reports about possible serious side effects

optimism boosted by extension of output cuts

thereby sparking fears of delayed economic

into April in the OPEC+ March meeting in the

recovery. The matters got worse as Europe’s

first week was soon weighed down by demand

biggest oil consumer Germany extended its

concerns in the European region. Owing to

lockdown to the fifth month and announced

this, WTI Crude closed the month weaker by

stricter curbs to defuse a “third wave” of

4% and MCX Crude plunged 5%.

COVID-19 infections while Britain PM sounded
a similar note of caution.

In their much-awaited March’21 meeting, the
OPEC+ agreed to largely maintain production

US crude oil inventories additions for five

cuts into April considering still fragile demand

consecutive weeks, the stronger dollar index,

recovery from the pandemic. Saudi also

rising US treasury yields exerted further

decided to extend its one million barrels per

pressure.

day voluntary production cut into April. The
only exception being Russia and Kazakhstan

Oil prices may recover in April as OPEC+

were allowed to increase production by

decision to reverse its output cuts gradually

130,000

over the summer months, by adding 350,000

and

respectively

20,000
in

April.

barrels
This

per

day,

provided

a

supply-side boost to the crude oil prices.

BPD in May, another 350,000 BPD in June, and
further 450,000 BPD in July, has been taken
well by investors as a sign of increased

10

However, demand-side worries soon took

demand in the coming months. However, a

over after Europe’s top economies Germany,

situation in Europe needs to be watched with

France, and Italy decided to suspend the use

caution.

Currency Outlook
USDINR to appreciate on RBIs likely
status quo
Movement in Rupee spot was pretty volatile in
March 2021 when it touched one month high
of 72.38 in the third week followed by one
month low of 73.38 a week later.
Still, the Rupee spot closed the month with an
appreciation bias of 0.5% buoyed by foreign
fund inflows in the domestic capital markets
for the first three weeks coupled with softer
crude oil prices. Till 22nd Mar’21, FIIs bought a
net $2.04 billion for the month or $8.24 billion
for 2021 (YTD) vs. $23 billion of net purchase in
2020.

eight core industries which constitute 40.27%
of IIP, contracted at the sharpest pace in six
months by 4.6% in February, reversing two
months of positive growth.
The dollar index strengthened by 2.6% in the
last

month,

exerting

further

pressure.

Acceleration of vaccine rollouts in the US,
robust

jobs

and

GDP

figures,

the

announcement of a $2 trillion infrastructure
spending

package

by

President

boosted

prospects

of

faster

Biden

economic

recovery. This pushed the US 10 year treasury
yields

to

15

months

high

of

1.776%.

Additionally, Jerome Powell hinted at a
gradual rollback of the amount of Treasury
and mortgage-backed securities purchased
as they make substantial further progress
toward their goals.
We expect the Rupee spot to strengthen
towards 72.5 – 72.8 levels as RBI is widely
expected to maintain the status quo in its
upcoming meeting on April 7 as recovery from

However, there was more bad news than good

COVID-19 still seems far off.

for the Indian currency as rising COVID-19
infections coupled with the slow rollout of
vaccines dampen prospects of a faster
recovery. Not only this, a recent set of
economic indicators have all signaled towards
more pain for the country going ahead. The
fiscal deficit for April-February 2021 came in at
14.06 lakh crore, 76% of the 2020-21 revised
estimates of Rs 18.49 lakh crore. This revised
target for the current fiscal year is 9.5% of real
GDP, compared to budget estimates of 3.5%.
Core sector growth, which tracks the output of
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Model Portfolio
Market Cap. wise Allocation
(Conservative Portfolio)

Sector wise Allocation
(Conservative Portfolio)
Telecom
6%

Small
Cap
10%

IT
7%

Mid Cap
20%

Banks &
Financial
Services
25%

Portfolio Constituents
Large Cap

Chemicals &
Pharma.
25%

Constr.
& Infra.
11%

Large Cap
70%

FMCG &
Consumer
20%

Portfolio Constituents
% Weight

Mid Cap

% Weight

HDFC Bank Ltd.

6.0%

AartiIndustries Ltd.

7.0%

Hindustan Unilever Ltd.

7.0%

VinatiOrganics Ltd.

6.5%

HDFC Ltd.

6.0%

Crompton Greaves Consumer
Electricals Ltd.

6.5%

Bharti Airtel Ltd.

6.0%

HCL Technologies Ltd.

7.0%

Small Cap

% Weight

Ultratech Cement Ltd.

6.0%

Hikal Ltd.

5.0%

HDFC Life Insurance Ltd.

6.5%

KEC International Ltd.

5.0%

Divi's Laboratories Ltd.

6.5%

SBI Cards And Payment Services Ltd.

6.0%

Hero MotoCorp Ltd.

6.0%

Tata Consumer Products Ltd.

7.0%

Source: Anand Rathi Internal Research.
Note: Basket / Portfolio is Equal-weight with a monthly rebalance strategy
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Auto & Anc.
6%

Anand Rathi PMS

MNC Portfolio
Focus on consistency of return and risk moderation by investing in Multinational Companies listed in
India. Investments into listed companies in India in which the foreign shareholding is over 50% and/or
the management control is bestowed in foreign company and/or the technological and managerial
know-how brought in by foreign partner/investor.

Strong Business model

Strong Corporate
Governance

MNC benefits from a) Innovation b) Strong R&D c) Advanced Technology
d) Strong Brand/Product e) Economies of scale
MNC's are generally rated high for their corporate governance standard. They
depict high transparency and accountability with well laid out policies and
regulatory framework, internal control and risk management

Healthy Balance Sheet

Most MNC's have a) Better operating ratios b) Zero Debt or Low debt /Equity
c) Positive Free Cash flow d) Healthy Return ratio

Special opportunity

MNC companies sometime carries an additional trigger for value appreciation
in form of corporate actions like open offers, Buybacks and Delisting etc. This
usually add substantial appreciation to the share price enhancing investors ROI

Top Holdings and Allocation

Inception
(28th Mar 2018)

Source: Anand Rathi Internal Research.
Note: Such representations are not indicative of future returns.

Data as on 31st March, 2021
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Anand Rathi PMS

Impress

Focus on Return Optimization by investing in multicap portfolio of rising enterprises with sound
corporate track record and sustainable business model keeping balance between value and growth
strategy.

Business model

Rising Enterprises

Sustainability

Sound Corporate
Track Record

Improving Market Share, Leadership and Niche Market

Stable and Improving Margin and Improving ROE and ROCE

Visibility of Earning Over Next 2-3 Years and Predictable Business Model

Management Background and Accounting & Corporate Policies

Top Holdings & Market Cap Allocation

Inception
(31st May 2017)

Source: Anand Rathi Internal Research.
Note: Such representations are not indicative of future returns.
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Data as on 31st March 2021

OUR INVESTMENT PHILOSOPHY
Our Investment Approach is to build a broad based
portfolio of selected Equities of Companies based
on our very robust research process.
Typically, we hand pick stocks of:
1. Companies that are likely to show volume growth
typically across all cycles
2. Companies having owners’ skin in the game
3. Companies that have strong balance sheet
We are market cap agnostic and sector agnostic
and we typically create a “Multi Cap Portfolio” with
a potentialfor growth.
Purnartha, its directors and employees have full
conviction in its investment philosophy and invest
in the same securities that are recommended for
the clients.

Universe Building Non Negotiable
Philosophy which Grows and
evolve with time
We select companies that fulfill the following
criteria:
• Companies with minimum 11 years of operations
history
• Companies that have demonstrated consistency.
Sales growth - demonstrates pricing power and
strong brand pull

• Companies that have built a portfolio cheaper
than the Index on EV/OCF basis (captures the
valuations/cash flow yields this indicator captures
business attractiveness in term of yields when
compared with benchmarks like Nifty/Bond /FD

Fall and rise in the markets:
the dynamics
When markets go down, we fall too.
When markets recover, we recover faster
and with a larger margin.
What you buy is important; Very important.
How much you buy is 100x important.
How long you hold is 1,000 times important.
The power of compounding: Rs. 25 lakhs
invested at 25% return grows to Rs. 100
crores in 27 years!
• Min 11 years’ operating history
• Volume growth of 10% + sales growth of 20%
• Operating cash flow growth of 20%
• Net cash balance sheet (for a non- financial company)
• Promoter’s skin in the game

Purnartha advisory’s performance
snapshot
Rs. 1cr INVESTED WITH PURNARTHA IN 2009
BECAME Rs. 56.24cr v/s 4.63cr WITH NIFTY.

Volume growth - shows that the management has
customer centric products, capability to launch
new products and manage scale
Operating cash flow growth - gives a good
visibility on payment terms to vendors and
suppliers, strengthening the balance sheet
• Companies that have grown 1.5x to 3x times the
GDP growth in the past 10 years and are likely to
show similar growth in the future.
• Companies that have regularly enjoyed a lower
debt or debt free status and have high
management holding (ensuring a leanbalance
sheet, less vulnerable to fall, which otherwise
happens due to high retail holding)
• Companies that have lower drawdown and faster
recovery (since the businesses are closely linked to
consumption, they exhibit lower drawdown in
unforeseen situations and higher recovery due to
the strength during drawdown)

Client Portfolio Returns as on 02-03-2021

About Marcellus
Marcellus Investment Managers was founded in
2018 and currently has c.US$300m in assets under
management and advisory. The founders have
worked together for the past 15 years.
• Former CEO of Ambit
Capital
assets
under
advisory were $800 mn
• Author of three bestselling
books Gurus of Chaos 2014
The Unusual Billionaires
2016 and “Coffee Can
Investing 2018
• Co founder of Clear
Capital, a London based
small cap equity research
firm which he and

Saurabh Mukherjea,
CFA - Chief
Investment Officer

Key steps for identifying consistent
compounders
Step 1: Identify companies with clean
accounting
Ten forensic accounting checks used to identify
naughty companies.
Category

Income statement 1) Cashflow from operations
(CFO) as % of EBITDA
checks
2) Volatility in non operating
income
3) Provisioning for doubtful
debts as a proportion of
debtors overdue for >6 months

co-founders created in 2003 and sold in 2008
• MSc in Economics from London School of
Economics

Balance sheet
checks

• Member of SEBI’s Asset Management Advisory
Committee

• CEO of Ambit Singapore

• Post graduate
Ahmedabad

• Tech analyst at Clear
Capital and also worked in
the tech industry HCL
Technologies and Philips
Semiconductors
in

Management

from

IIM

• B Tech from Regional Engineering College,
Surathkal (NIT, Karnataka)
• Formerly, Portfolio manager
of Ambit Capital 's Coffee Can
PMS, which was one of India's
top performing equity products
during 2018

Rakshit Ranjan,
CFA - Portfolio
Manager

• Ambit's consumer research
head, voted as No 1 for
Discretionary Consumer and
top 3 for Consumer Staples
• At Clear Capital ranked
amongst the top 3 UK
Insurance analysts
• B Tech from IIT (Delhi)

4) Yield on cash and cash
equivalents
5) Contingent liabilities as %
of Networth (for the latest
available year)
6) Change in reserves
explained by the profit / loss
for the year and dividends

• Formerly, MD Head of
Institutional Equities at
Ambit Capital

Pramod Gubbi,
CFA - Head of Sales

Ratios

Auditor checks

7) Growth in auditor’s
remuneration to growth in
revenues
8) Miscellaneous expenses as
proportion of total revenues
9) CWIP to gross block

10) Free cash flow (cashflow
Cash theft checks from operations cashflow from
investing) to median revenues
Strong correlation between accounting quality and
shareholders’ returns

Methodology: We look at over six years of
consolidated financials for the universe of firms.
Wefirst rank stocks on each of the 10 ratios
individually (outlined in the table on the left) These
ranks are then cumulated across parameters to give
a final pecking order on accounting quality for
stocks.
This framework draws upon Howard Schilit’s
legendary text on forensic accounting, “Financial
Shenanigans”.

Step 2: Identify companies with
superior capital Allocation
We create a list of stocks using a twin-filter criteria
of double digit YoY revenue growth and return on
capital being in excess of cost of capital, each year
for 10 years in a row.
Next, we build a portfolio of such stocks each year
and hold each of these annual iterations of
portfolios for the subsequent 10 years (without any
churn). The bar chart on the right shows the back
testing performance of such a filter based portfolio.

step 3: Identify companies with high
barriers to entry
In depth bottom up research of companies which
pass our filters to assess sustainable competitive
moats and build a portfolio of 10 15 stocks which
consistently compound earnings
What do we look for in our research?
• Look for managements with an obsessive focus
on the core franchise instead of being distracted by
short term gambles outside the core segment
• Look for companies which relentlessly deepen
their competitive moats over time
• Look for promoters who are sensible about
capital allocation, i.e. refrain from large bets
(especially those outside core franchise) and return
excess cash to shareholders
“Most companies tend to focus on short term
results and hence that makes them frequently do
things that deviate away from their articulated
strategy these diversions take them away from the
path they have to travel to achieve their long term
goals” - Rama Bijapurkar
Leading market strategy consultant

In Most Sectors, the top 1- 2 Companies
Account for 80% of the Profit Pie

Source: Bloomberg. Note: Only the Consistent Compounder
Portfolios which have finished their 10 year run have been shown.
Note: These are total shareholder returns in INR terms.

There are two conclusions from this
exercise:
• This filter based portfolio delivers returns of
20-30% p.a. (of INR returns) and 8-12% outperformance relative to the Sensex.
• The volatility of returns of such portfolios, for
holding periods longer than 3 years, is similar to
that of a Government of India Bond.
Returns here (both for our portfolio and for the
Sensex) are on a Total Shareholder Return basis i.e.
all dividends are included in the returns.

Fund performance (as on 28 Feb’20)

CCP FACTSHEET (1/2)

ASK Indian Entrepreneur Portfolio March 2021
Key Investment Objectives

Achieved through…

• Capital Preservation over a period of time
• Capital Appreciation over a period of time

• Long term Investments in high quality
companies with strong growth prospects

Key Investment Objectives
•
•
•
•

Quality of Business

Size of the Opportunity
Dominance
Resilience
Liquidity

Four key
investment
attribute

Earnings Growth
• Quantum
• Consistency
• Durability

• High quality of business (Superior RoCE)
• Strong moat. Impregnability.
• Sustainability
• Key pivot of strong wealth creation

Value
• Favorable Price-Value Gap
• Margin of Safety

• Predating
(Early vs Later)
• Compounding power

In addition to the above, good management quality is a given constant

Consistently beating benchmarks since inception

(INR)
ASK IEP
BSE 500
Nifty

FY 11
21.7%
7.5%
11.1%

FY 12
2.8%
-9.1%
-9.2%

FY 13
12.8%
4.8%
7.3%

FY 14
34.5%
17.1%
18.0%

FY 15
73.0%
33.2%
26.7%

FY 16

FY 17

-4.5%
-7.8%
-8.9%

24.9%
24.0%
18.5%

FY 18
14.5%
11.8%
10.2%

FY19

10.8%
8.3%
14.9%

FY20

FY21

-17.8%
-27.5%
-26.0%

68.6%
76.6%
70.9%

Note : Performance ﬁgures are net of all fees and expenses. ASK Portfolio returns are composite returns of all the Portfolios aligned to the investment approach as on March
31, 2021. Returns for individual client may diﬀer depending on time of entry in the Portfolio. Past performance may or may not be sustained in future and should not be used
as basis for comparison with other investments. Returns for 1 year or lesser time horizon are absolute returns, while more than 1 year are CAGR. Returnshave been calculated
using Time Weighted Rate of Return method (TWRR) as prescribed by the SEBI.

590% vs. 194%

The Investment Approach has been
able to generate returns continuously
even while marketswere ﬂat between
Oct 11, Jun 12 and Aug 13.

ASK Indian Entrepreneur Portfolio: The Investment Approach
1. Identify large and growing business opportunities.
2. Identify businesses with competitive advantage that are signiﬁcant sized (min Rs.100cr of PBT) : Enables growth
from both market share gains and growth of the opportunity size and can sustain for multipleyears.
3. The quality of the business should be good to be able to fund strong growth through internal cashgeneration
• We seek over 20% compounded growth from each business that we buy and target over 25% growth from the portfolio
• To fund this growth, the business ROCE should be over 25% so that growth can be funded andthere are surpluses for dividend
4. The management should have the drive and have skin in the game to deliver compounded growthperiod after period
(uncompromised corporate governance is a must)
• Hence, invest into businesses with an identiﬁable business house at helm with minimum 25% stake*
5. We seek to identify such businesses at reasonable discount to value and stay invested for a length of time and make money as
EPS compounds
*Note: Promoter / Family stake of at least 25% is desired in portfolio companies, except in rare and ﬁt cases.

Investment Approach Research Methodology and Filtration
500
306

210

• Top 500 as per market capitalization
• Only companies > 25% promoter / family
holding (except in very rare and ﬁt cases)
• Universe of Entrepreneur and/or Family
Owned Business = 306 cos

123

59

• Condition of minimum PBT of INR 100 cr
(USD 16 mn)
20

• Subjective evaluation on management quality,
their integrity, vision, past track record,
execution,capital allocations and distribution
skills, corporate governance standards etc.
• Quality of Business (Capital Eﬃciency) - Minimum
ROCE of 25%*
• Two more ﬁlters for selection of stocks a) Minimum
20 to 25%* earnings growth over the next 3 to 5
years without capital dilution and b) Price-Value
gap (margin of safety) of 20%
• ASK Indian Entrepreneur Portfolio

SIP Proposal: Acton Points
Particulars

Returns in % as on
31st March 21
% Held
3yr
5yr
16.15
16.24
15%
11%
16.89
16.30
15%
13.48
16.08

Projected Portfolio

Canara Robeco Bluechip - Reg Gr
Mirae Asset Large Cap - Reg Gr

Amt in lakhs
0.15
0.11
0.15

Large & Mid Cap
Kotak Equity Opportunity - Reg Gr

Amt in lakhs
0.10

% Held

Multi Cap
Canara Robeco Flexicap - Reg Gr

Amt in lakhs
0.08

% Held

Focused
SBI Focused Equity Reg Gr

Amt in lakhs
0.15

% Held

Mid Cap
DSP Mid Cap - Reg Gr
Kotak Emerging Equity - Reg Gr

Amt in lakhs
0.15
0.11

% Held

Total

1.00

100%

Large Cap
Axis Bluechip Reg - Gr

10%

8%

15%

15%
11%

3yr
13.62

5yr
15.92

3yr
15.48

5yr
16.35

3yr
12.81

5yr
15.76

3yr
11.78

5yr
16.65

13.74

17.92

**The above is ARSSBL’s internal criterion for selection of products for distribution and is based on analysis of past data, which may or may
not recur in future. The same should not be construed as advice or recommendation. You may independently review the data and its
relevance for your decision making for investing in Mutual Funds

Explore the
Hidden Treasure of Unlisted Shares
With

E QUITY

UNICORN
Investment in Unlisted Shares*

UNLISTED

SHARES

What are

Unlisted Shares*?
Unlisted shares is a financial instrument that is not traded on a formal
exchange, Trading of unlisted shares is done in over-the-counter (OTC).

Anand Rathi Share and Stock Brokers Ltd.
Regd. Office: Express Zone, 10th Floor, A Wing, Western Express Highway, Goregaon (E), Mumbai - 400 063, Maharashtra. Tel: (022) 6281 7000.
SEBI Registration No.: INZ000170832, Depository Participant: CDSL & NSDL - (IN-DP-437-2019). *These are not Exchange traded products and all
disputes with respect to the distribution activity, would not have access to Exchange Investor Redressal Forum or Arbitration mechanism.
Disclaimer: Investment in securities market are subject to market risks, read all the related documents carefully before investing.
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The Investments recommended in News letter / research reports, may not be suitable for all investors. Investors must make their
own investment decisions based on their own speciﬁc investment objectives and ﬁnancial position and using such independent
professional advisors as they believe necessary.

Anand Rathi Share and Stock Brokers Ltd.,
Regd. Ofﬁce: Express Zone, 10th Floor, A Wing, Western Express Highway, Goregaon (E), Mumbai - 400 063, Maharashtra. Tel: (022) 6281 7000.
Registration No.: INZ000170832 (BSE-949 | NSE-06769 | MSEI-1014 | MCX-56185 | NCDEX-1252), Research Analyst - INH000000834, CDSL & NSDL(IN-DP-437-2019) | AMFI: ARN-4478 is Registered under “Anand Rathi Share & Stock Brokers Ltd.” | ARN-100284 is Registered under “AR Wealth
Management Pvt. Ltd.” | ARN-111569 is Registered under “Anand Rathi Wealth Services Limited.”PMS: INP000000282 is Registered under “Anand
Rathi Advisors Limited” | SEBI INV. ADV. - INA000000268 is Registered under “Anand Rathi Advisors Limited.” LAS is Registered under “Anand Rathi
Global Finance Limited” Regn. No.: B-13.01682. Insurance is Registered under “Anand Rathi Insurance Brokers Ltd.” License No. 175. The information is
only for consumption by the client and such material should not be redistributed.

Disclaimer: Investment in securities market are subject to market risks, read all the related documents carefully before investing.

