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Domestic & Global Macros o
S

India Both the manufacturing and services sectors continue to

R R A T S AN P RREZI  comonstote stengin ond siabilty in Teir xpansionary phase,

Sarvllezs reflecting strong domestic economic activity upstream.

Consumer Price Index 5 66% * Inflation hos' moderated somewhat Qlue to a decrease in

_ — vegetable prices compared to the previous month. However, the

_ persistent high global crude oil prices may still exert upward

_ -19.7B pressure on the headline CPl. August's CPI figure continues to

United States exceed the RBI's tolerance band of 2% to 6%.
The center’s fiscal deficit widened to around 34% of the full-year
: target just in the first 4 months of 2023-24.

+ The domestic tfrade deficit remains higher than the expectations of

| 400% | 490% | 500% [EEGINVS

Federal B(‘:JngDe)t Balance - -221B -228B -240B 176 B -378B i
Global:

TradeBalance | - | -650B 65.5B -69.0 B 746 B 64.2B The persistent global phenomenon of a sluggish manufacturing
Eurozone sector in many of the world's leading economies persists in the face
Manufacturing PMI of s’mngen’r'mone’rory pollc'|es. While the manufacturing PMI in the
_ Eurozone displayed a relatively better performance as compared

Services PMI ~ N
to both the U.S. and the U.K., however, all three firmly remain in the

5.3006* 5.30% 5.50% 6.10% 7.00% 6.90% confractionary territory.

Trade Balance - | - | 2308 11.7B 25.6B The services sector has likewise faced challenges, with both the
United Kingdom Euro}rzonfe’rﬁncfJ ’;heTU.de PI\:\I falling into ;:on’rrocllonory ’rerrl’ro?/. I_n
ntrast, S. stan n ex ion, as i rvi ri
_ experiencing growth. Inflation data is somewhat mixed as the
inflafion cooling down in the UK. and Eurozone but fising by 20

Consumer Price Index _ basis points in the U.S.

e _ 141B 1558 187B 15.0B BT - The US. and the UK's trade balance narrowed down in July,

whereas, the Eurozone had a trade surplus in June.
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*” —used for preliminary economic data




Domestic Equities

Nifty and Nifty PE
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Domestic equities took a breather in August with Nifty correcting
around 2.5% and its P/E contracting over 4.5%.

The fact that Nifty's P/E ratio has decreased more than Nifty itself
indicates that earnings have risen, solidifying the positive
macroeconomic environment and corporate profits within the
domestic market.

Indian equities outshone emerging markets and experienced a
significantly smaller correction. While emerging markets
underwent a 6.4% correction, their P/E ratio increased by a
substantial 10.7%, implying a decline in earnings.

The difference between domestic and emerging markets P/E
has also reduced by over 22% making the Indian markets more
lucrative for investors.

The Midcap and Smallcap indices in the domestic market
showed better performance compared to the broader index,
benefiting from positive risk senfiment prevailing during the
month of August.

Flls became net sellers for the first time since February 2023, but
the inflows from Dlls helped mitigate further declines in the
broader indices.



INTERNATIONAL EQUITIES

US Equity Indices

18,000.00 6,000.00 Us EqUIhes
16,000.00 o l00 * The headline inflation is experiencing slight upticks due to
b / o higher energy prices because of which the FED is
10,000.00 i ' expected to keep the interest rates elevated for longer.
3,000.00 - . . .
8,000.00 * This is the reason why the risk sentiments were slightly
6,000.00 2,000.00 .
4,000.00 dented and the U.S. equifies corrected by more than
2.000.00 1,000.00 1 5%
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I I DI T OO AN D DS SO OSSN DD * The do’ro—dnvgn approach by the FED and firm
I R R A R R B A B B - A S A - A A macroeconomic numbers have reduced the chances of
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recession.
— SEREl « Nonetheless, the markets remain cautious with Powell
sounding extremely hawkish in the latest FOMC.
« US. equities can serve as a valuable tool for
Asian Equities diversification, but the risk-reward ratio may not appear to
300 3500 be the most favorable when compared to other

250 3000 international equity options in the basket.
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N\_/V/\ //\\ Wa' V% \-\/,\A .00 Asian Equities:
150 A~ o « Asian equities have also followed the global trend and
100 — corrected in August.
« The Chinese index has majorly underperformed and has
shed over 7.5% as the government is eagerly trying to

0 0 revive the economy with aggressive economic stimulus.
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Domestic Yield Curve

DEBT OUTLOOK
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Yield for August 2022 Yield for February 2023 Yield for August 2023
Corporate Bonds Spread*
Tenure AAA* AA+ AA AA- A+
6M 0.34 1.05 e 2.65 3.46
1Y 0.47 1.18 1.76 2.78 oY
3Y 0.42 1.13 1.71 276 3.54
5Y 0.41 1.66 2.25 3.27 4.08
10Y 0.47 1.72 2.31 3.33 4.14

*Corporate Bonds Data as of Auhust 31st - Weighted Average Yields; Source: CRISIL

Y lFA

WF GLOBAL

Treasury Partner You Can Trust

Domestic Debt:

The short-term domestic yields are marginally higher and
the long-term bond yields are mostly unchanged.

The curve has become flatter and the recent domestic
CPI data has triggered a rally in bonds.

The RBI is likely to be hesitant about raising interest rates to
tackle inflation, as it could potentially disrupt our growth
trajectory. The FED decision of a status quo has further
cemented the peak of interest rate hikes in India as well
despite the tone of the FOMC being more on the hawkish
side.

Corporate bond yields have corrected with a slight
decrease in the yield spreads making corporate bonds
less lucrative.

An increase in the government bond yields has further
reduced the yield spread.
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Global Debt:

« Benchmark yields for both the U.S. and U.K. have slightly
July 2023 Yield Curves increased along the yield curve, resulting in a flatter yield
curve compared to previous levels. Notably, long-term

- yields have risen to a greater extent than short-term bond
8 e yields.

e \ « German government bond yields, on the other hand, are
4.50 mostly lower as the economy has entered an economic
4.00 recession.

3.50 * In spite of the encouraging economic data coming from
3.00 the US., the market is not anticipating another interest
oo rafe increase by the Federal Reserve. The consensus now
A suggests that the terminal rate will hold steady within the
Nl range of 5.25% to 5.50%, and there are expectations of

03M Yield O06M Yield O1YYield 02Y Yield 03Y Yield O05Y Yield 07Y Yield 10Y Yield rO_Te cuts STOFTFﬂg iﬂ July 202{1. .
« With the U.S. inflafion marginally above expectations, the

—JS Yield Germany Yield UK Yield R . .
markets have priced in the FED rates to remain elevated.
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' 45000 ° Both the precious metals ended the month marginally lower with major asset

10.00 ;
35,000 classes correcting across the board.

0.00 25,000 : : ; ;
i + Gold and Silver in INR terms outperformed as the rupee traded slightly lower in
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Silver (USD) Silver (INR) » Crude prices inched higher by 1.6% as voluntary supply cuts by Saudi and Russia
disrupted the market forces.
Brent Crude » Elevated crude oll prices could have a negative impact on the Indian economy,
150.00 even though India is sourcing less expensive crude from Russia because the price
o gap between regular crude and discounted options is narrowing.
' REITs:
50.00  REIT values have experienced a substantial correction, presenting a good
opportunity for investors to broaden their portfolios by entering the commercial
0.00 real estate market. A milder recessionary outlook could additionally enhance the
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IFA Market Manitra § 150

The US economy continues to demonstrate resilience, showcasing positive retail sales and real estate datq,
even amidst the already heightened interest rates. This optimistic data allows the FED more flexibility to maintain
a hawkish stance, prolonging the elevated rates.

The U.S. labor market, however, is sending mixed signals regarding the employment landscape. Initial jobless
claims and NFP data reflect positivity, while hourly earnings and job openings data imply a weakening labor
market strength.

Global equities have taken a moment to correct, presenting a favorable opportunity for investment due to a
promising risk-reward ratio. Overall sentiments suggest a "buy on dips" approach. The anticipated Chinese
economic stimulus is expected to boost global risk sentiments, positively impacting equities worldwide.

India has consistently outperformed the emerging markets in recent months, undergoing a marginal correction.
Indian equities remain attractive for investors, having returned near their all-time high. A further rally of 4% - 5% s
plausible.

Yields have seen an increase, but the potential for significant escalation seems limited unless there is a sustained
presence of substantial inflationary pressure.

In contrast, relatively secure asset classes like Gold and Silver have experienced corrections and continue to
trade sideways, indicating an increased risk appetite among investors.

The IFA Global Quantitative investment model indicates a moderately bullish inclination toward equities. Its
benchmark, comprising a 60-30-10 ratio of domestic and U.S. equities, debt, and gold, the model recommends
an overweight position in equities, constituting 70% of the portfolio. As per the model's quantitative factors,
equity allocation may fluctuate between 40% and 90%
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