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MACROECONOMIC INDICATORS

INDUSTRIAL PRODUCTION

The index of eight core industries increased by 9.4% in J u Rlyagainst
negative 7.6% in J u ROy Tdis can be attributed to improved mobility post the
opening up of the economy coupled with low base effect. Also, the
infrastructure push by the government led to higher growth levels. The
Cement and Natural Gas industries witnessed the highest growth levels
when compared to the other constituents of the index.

Growth in Eight core industries
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While seven out of the eight core industries experienced growth, the
demand levels in the economy remained below the pre-pandemic levels.
Theselevels of low demand and elevated levels of manufacturing input
costs can act as a burden for the manufacturers in the coming periods.
Exports came in at $ 33.14 Billion in August, up by 45%, as India has
beenemerging asthe second most attractive manufacturing hub globally
according to reports.

Demand below PrBandemic Levels
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THE INDIAN ECONOMY

Nomura India Business Resumption Index (NIBRI)
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Indian Banking Sector Liquidity
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Rising tax collections
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FIXED INCOME

During the month of J u Rly the Central as well as State government
borrowings were at a lower level. Though the Central government borrowed
heavily from the long term market, it cut back on its short term borrowings .
Corporates, on the other hand, were subdued on their long-term funding
from the fixed income markets but borrowed heavily from ultra-short term
funds. Majority of this amount was directed towards investments in IPOs.
Bank credit remained at low levels.

The cost of borrowing for the Central government remained low, while that
for the State government was comparatively at a higher level. Corporate
bond yields moderated during the period while Commercial Papers
experiencedarise in the cost

FPI Activity in Debt Market
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Benchmark India 10yr Bond Yield
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U.S. Yields are at record lows
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INFLATION (WPI, CPI, FOOD INFLATION)

The CPI inflation at 5.59% in July 2021 though below the upper tolerance

band of 6%, masks the very high inflation in certain key categories that are
considered volatile .

Within the food and beverages category, items that have shown extremely
high inflation include oil and fats (3253%), eggs (20.82%), pulses (9.04%),
meat and fish (8.33%), and non-alcoholic beverages (14.44%). With oils and
fats and pulses making up the consumption basket of the common man, such
inflation is bound to be iniquitous in its consumption impact acrossincome
groups.

Consumer Price Index

16
14
12
10

}

O 0o oo oo QO o900 oo0ococoCc D~ —r—r— ™
TITTL L eSS Y YNNI YR
- & gt L ) = v
%.3,%’&Sésmﬁsa%ggg‘ﬁossmﬁaaag
= 20O zoPL=as " <« O0OzaoPuL=a9s >
—CPI CPI (Food) ———CPI (Ex -Food,Fuel & Light)

Source: RBI

Mirroring retail inflation, inflation in wholesale prices eased further in July
coming in at 11.16% compared to 12.07% in June and 13.11% in May this
year. The easing in the inflation index of fuel and power that went down
from 3.55% in Juneto 0.55% in July is a major contributor . On a month on
month basis however, the WPI increased0.6% in July from June2021

0 T hhigh rate of inflation in July 2021is primarily due to low baseeffectand
rise in prices of crude petroleum & natural gas, mineral oils; manufactured
products like basic metals; food products; textiles; chemicals and chemical
products ascompared to the corresponding month of the previous y e a the
office of the Economic Adviser in the Commerce and Industry Ministry said
in a statement.

Wholesale Price Index

FY19 FY20 FY21 FY22E FY23E
WPI 4.3 1.7 1.3 9.6 5.0
Primary articles 2.8 6.8 1.7 5.0 3.1
Fuel 11.7 -1.6 -8.0 21.8 6.6
Manufactured goods 3.7 0.3 2.8 9.8 55
Food Articles 0.4 8.4 3.2 0.0 2.0
Core WPI 4.2 -0.4 2.2 9.4 55
Source: RBI
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EQUITY
DOMESTIC & SECTORAL INDICES

I ndiemidty markets continued to touch new highs. With the rising
valuation levels, the large cap index (NIFTY 50) has outperformed the mid
and smallcaps by a considerable margin. Moreover, the midcap and small
cap stocks witnessed higher volatility on account of additional market cap
filters announced by BSE

Index Performance as orf'#ugust 2021 (% Returns)
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Sectorwise, IT, Power and Telecom were the best performers, which gained
13.4%, 11.6%, and 10.7% respectively, while, Media, PSU Banks and Realty
were the worst performing sectorslosing 10.8%, 4.4%, and 3% respectively.

Despite the major fall in the GDP growth rate for FY21, the NIFTY 50 profit
growth camein at 14.8%.

Corporate Profitability

FY20 FY21 FY22E FY23E
GDP Growth 4% -7.3% 8.7% 5.5%
NIFTY 50 Companies Profit
Growth -2.7 14.8 35.0 18.1
NIFTY EPS (INR) 472 542 732 865
NIFTY PE (x) 18.2 27.1 23.7 20.0
Cost cut, Tax cut, Overatin
Factors responsible Interest Rate reduction, P 9
Leverage
Lower debt

Source: Kotak

Generational Capital

Monthly Market Outlook: August 2021

10



DOMESTIC VALUATIONS
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INTERNATIONAL INDICES PERFORMANCE

S&P 500 Monthly Performance (U.S.)

Source: Investing.com

CAC 40 Monthly Performance (France)

Source: Investing.com

DAX Monthly Performance (Germany)

4493

Source: Investing.com

Nikkei 225 Monthly Performance (Japan)
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