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Impact of COVID-19 on global macros & markets

Coronavirus Pandemic

Cases continue to escalate
globally --especially in
countries like US, Brazil, India
etc. We have seen opening up

India COVID-19 cases continue to escalate (3rd

of various global economies.

Strong recovery seen in
crude prices. Gold prices
rally to record high, due to
safe-haven buying.

A global economic recession
on the cards. Although high
frequency indicators indicate
recovery in economic activity.

Sharp correction followed
by a swift recovery in
global markets, helped by
strong liquidity.

Major global central banks seeing
significant balance sheet expansion
due to massive monetary stimulus &
QE. Large fiscal slippage expected in
CY2020 globally.

highest in the world) causing some concerns.
However, fatality rate remains in control so far at
~2% (at national level), and recovery rate is ~65%.
We have seen gradual opening up of Indian
economy, except in containment zones.
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Global markets have seen a healthy rally since March 2020 lows, helped by strong global
liquidity. India has been among the top performing markets over this period.

Performance of International Indices (ended July 2020, in %)

Country /

Index Name . 4 Mths 1Yr 3Yrs 5Yrs 10 Yrs
Region
BOVESPA Brazil 37.9 1.1 16.0 15.1 4.3
TISL Nifty 50 India 33.7 -0.4 3.2 5.4 7.5
TSEC TAIEX Taiwan 31.5 17.0 6.7 7.9 5.0
KOSPI South Korea 31.0 11.1 -2.2 2.1 2.5
MSCI EM PR USD Emerging Mkts 29.7 4.0 0.4 3.7 0.8
RTS RTSI PR USD Russia 28.8 -9.2 7.0 7.5 -1.8
MSCI Asia Ex Japan PR USD Asia ex Japan 27.8 9.8 2.2 5.0 3.7
FSE DAX TR Germany 25.4 1.0 0.5 1.7 7.2
S&P 500 Us 24.5 9.8 9.8 9.2 11.5
MSCI World PR USD World 23.2 5.4 5.5 5.5 7.4
FTSE Bursa Malaysia KLCI Malaysia 20.7 -1.9 -3.1 -1.4 1.7
FTSE SET All Share Thailand 20.6 -25.3 -7.3 -2.8 3.7
Shanghai Composite China 20.5 12.9 0.4 -2.0 2.3
15X Composite Indonesia 16.7 -19.4 -4.1 1.4 5.3
S&P/ASK 200 Australia 14.4 -13.0 1.2 0.8 2.8
Mikkei 225 Japan 13.8 0.9 2.9 1.1 8.6
CAC 40 France 9.3 -13.3 -2.1 -1.2 2.8
Hang Seng Hong Kong 6.1 -11.5 -3.4 0.0 1.6
FTSE 100 LK 6.0 -22.3 -7.2 -2.5 1.2
FTSE/SGX STI Singapore 4.7 -23.4 -8.7 -4.6 -1.6
Source: Morningstar Direct. Returns are in local currency of index, and returns greater than 1 year are CAGR
Date sorted on the basis of 4 month return in descending order

From March 2020 end to July 2020 end (4 mth
period) — Recovery period

>

Global markets have seen a healthy rally from the
bottom in March 2020—helped by strong global
liquidity, recovery in high frequency economic
indicators, and due to progress in vaccine trials.

After one of the swiftest corrections earlier (Feb —
March 2020), this has also been one of the swiftest
recoveries.

A number of markets have recovered most of their
earlier losses.

India has been among the top performing markets
globally since March 2020 end.

A number of other emerging markets have also
outperformed over this period

Over the long term (10 years) Indian market has been
among the top performing markets.
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Q2 CY20 GDP for most countries see record contraction due to the lock-down

Q2 CY20 GDP Growth of various countries (Quarter on Quarter, not annualized in %)
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Source: OECD, Statista

* InQ2 CY 2020, US GDP saw a record contraction of 9.5%, mainly due to sharp fall in personal consumption (which makes up 2/3™ of US economy).

* Major economies in Europe like Germany and France also registered a record high contraction in Q2 2020 GDP.

e China’s economy saw a sharp contraction in Q1 of 2020 due to the Covid-19 pandemic starting there first, but it registered a strong recovery in Q2 of 2020 with
the country being able to control the pandemic, and opening up most of its economy from the lock-down during Q2 2020.
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COVID-19 impact on global growth: IMF revises down global GDP growth forecasts; worst global
recession projected since the Great Depression

IMF- Global GDP growth forecast (in %)

Projections * InitsJune 2020 outlook, the IMF further revised down global
2018 2019 2020 2021 growth forecasts from the April 2020 forecast. Global GDP
”- l . .
World Output 6 29 =8 a4 growth is expected to contract by 4.9% in CY2020, but
Advanced Economies 2.2 1.7 -8.0 48 +5 49, i
Unitod Stafes 55 23 I = expected to recover to +5.4% in CY2021.
Euro Area 1.9 13 102 6.0 o ,
Germany 15 0.6 78 5 4 * The contraction in global economy is to be led by advanced
E’"GE ag :'rg —Eg ;g economies. US economy is expected to de-grow by 8.0% in
szin 94 20  -198 6.3 CY2020, and Euro Area to contract by 10.2%.
Japan 0.3 0.7 5.8 2.4
United Kingdom 1.3 14 102 6.3 . .
Canada " 20 17 8.4 49 * Emerging markets are expected to contract by 3% in 2020.
__Other Advanced Ecomomies 3/ | ________ ar A7 - 48 4.2 China’s GDP growth for 2020 is projected at -0.8%, making it
{ Emerging Market and Developing Economies 4.5 3.7 -3.0 5.9 n f the | im nomi i n rlier
| Emorging and Developing Ast o st oE 74 one of the least impacted economies, as it opened up earlie
| China 6.7 6.1 1.0 82! from the lock-down.
\ Indiad/ 6.1 432 45 6.0
B Y T R Cy: Bk | ittt - ) . . .
Emerging and Developing Europe 32 21 58 43 * Indian economy is expected to contract by 4.5% in FY21 (vs
Russia 25 1.3 £h 41 0 ; iar i i
rowth of 1. r rlier in April). However, th
Latin Amenca and the Carbbean 11 01 94 37 growtn o . 9% P OJeCted carlie P ) owe e_' the
Brazil 13 11 91 16 economy is expected to recover to +6.0% growth in FY22
Mexico 2.2 03 105 3.3 :
mainly helped by lower base effect).
Middle Eastand Cenfral Asia 18 1.0 47 3.3 ( y help y )
Saudi Arabia 2.4 0.3 6.8 3.1
Sub-Saharan Africa 3.2 3.1 3.2 34
Nigeria 19 2.2 5.4 26
South Africa 0.8 0.2 8.0 35
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As economies open up, US labour market continues to improve, and Global PMI now back in
expansion territory in July

US labour market continues to improve; 1.8 million jobs added in the . . . . .
month of July (higher than expected). Unemployment rate fell to 10.2% in Global Manufacturing & Services PMI now back in expansion territory,
July vs 11.1% in June & record high of 14.7% in April. with economies opening up, and activity normalizing globally
(PMI below 50 means contraction)

ot

July: +1.8M Composite [ Manufacturing / Services (Business Activity)
EM IAN‘ sa, =50 = growth since previous month
60
oM |
1
\
-5M \/ 5-'] =
-10M 40 -
-15M
30 -
-20M
'25M | ) , 2'[' | | | | | | | | | | | | L] L]
2018 2019 2020 '11 '12 '13 ‘14 '15 '16 17 '18 ‘19 20

s0URCE: Bureau of Labor Statistics. Data is seasonally adjusted.

CNBC

Source: IHS Market, JP Morgan. PMI data ended July 2020
Source: CNBC.com
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Crude oil prices have recovered from their lows, with economic activity picking up, OPEC
production cuts and global risk appetite improving

Crude Oil Price (S / bbl)
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* Crude oil prices have recovered from their lows in April 2020, with economic activity picking up (as global economies open up), OPEC production cuts, and
with global risk appetite improving.

e WTI Crude (in US), which saw an unprecedented move in the month of April with price turning negative, and then saw a sharp recovery to close the month of
July above the $40/ bbl mark. Brent crude also recovered from a record low of ~516/bbl to close the month of July above $43/bbl.

* With the rise in crude prices, oil marketing companies have done multiple rounds of hike in domestic fuel prices (both diesel and petrol).
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Domestic Macro Overview
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High-Frequency Indicators continue to see
recovery & start levelling-off, as the economy
opens up & business activity resumes
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Auto sector (particularly PV & 2 W) have shown healthy recovery; CV sector lags

_ . : : 0 :
Monthly Passenger Vehicles (PV) Sales Growth (%, YoY) Passenger Vehicle Registrations (% YoY) improve from lows
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Unemployment rate falls sharply; PMI data and electricity consumption sees recovery; bank
deposit & credit growth stable/recovering

Bank deposit growth healthy, while credit growth stabilizes
(but dips marginally in July)

14% (% ¥ol) 0.0

-Services & Manufacturing PMI sees healthy recovery
from record lows (PMI less than 50 means contraction)
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Fuel consumption stagnates after recovering from lows, and good progress in monsoon seen.
Steel & cement production sees improvement.

_ _ o _ Good progress in monsoon, and summer crop sowing trend
Fuel consumption stagnates after recovering; still in contraction YoY has also been good
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Global currencies rallied during the past 3 months, due to return of global risk appetite & strong
foreign flows. India was a relative underperformer during this period, but currency was stable.

Performance of Various Currencies Vs USD (as of July 2020} » Global currencies rallied during the past 3 months, due to return of global risk
Name 3 mths 1yr 5Yrs 10 yrs appetite and strong foreign flows. Australian Dollar, Euro, and South African Rand
Australian Dollar 95 40 05 23 were among the top performing currencies (vs USD).

Euro 0 5.2 14 -1.0 * The rupee was a relative underperformer during the past 3 months, but remained
South African Rand 7.8 -16.8 -5.B -8.1 . . . . . . .
_ relatively stable. Emerging market (EM) currencies like Pakistan Rupee, Turkish Lira
Wexican Pesa - 145 6.3 5.5 and Russian Ruble also underperformed during this period.
Swiss Franc 6.1 2.8 1.1 1.4
Pound Sterling 4.1 72 34 18 * The rupee has also fared relatively better than a number of EM currencies (like
Brazilian Real 40 977 81 103 Brazilian Real, Turkish Lira, South African Rand, Russian Ruble, Pakistan Rupee,
Thai Baht 28 14 25 0.3 Mexican Peso) over the long term (10 years).
Singapore Dallar = 0.2 0.0 0.1  India’s forex reserves touched a record high by breaching the $530 billion mark.
Fhilippine Peso 26 3.5 -1.4 -0.8
Indonesian Rupiah 10 A0 15 48 India Forex Reserves Trend ($ in billion)
Taiwan Dollar 1.5 6.1 1.5 0.9
Malaysian Ringagit 1.4 27 -2.0 -2.8
Japanese Yen 1.1 27 3.2 -2.0
Yuan Renminmbi 1.0 -1.3 -2.3 -0.3
Indian Rupee 0.4 8.1 3.0 AT
Turkish Lira 0.1 -20.3 -16.9 -14.2
Fussian Ruble -0.4 -14.5 -3.B -B.6
Pakistan Rupee -39 -4 4 -84 -6.4
Source: Morningstar Direct. Data sorted on the basiz of 3 month Return.
Returnz greater than 1 year are CAGR
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Domestic Market Overview
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Domestically, markets have seen a healthy rally since March 2020 lows. Broader markets (mid/small-
caps) and sectors like auto, healthcare, IT and metals outperformed. Market polarization continues.

Performance of Domestic Indices The markets continued to be polarized, with top 15 stocks contributing

as of July 2020 (in %) bulk of the Nifty 50 index returns (Gap between top-15 & next-35 widening)
Index Name 4 mnths 1 year s y-510 s Tip-15 Stock [Re-based) s Next-35 Stock (Re-based)
S&P BSE AUtD 53 -q' E-E 15!“"‘] r __________________________ TDPEH“EMWHEdr&WmU‘ 2*
S&P BSE Healthcare 50.5 43.9
S&P BSE IT 42.1 16.0
IISL NIFTY Smallcap 100 39.4 -9.3
S&P BSE Metal 37.0 -19.2
ITISL Mifty Midcap 50 33.6 -2.4
S&P BSE 0Qil and Gas 31.5 -0.5 Next 35 stocks delivered negative return of 20
ITISL Mifty 500 29.1 -0.1
' ' G iiiliiseitiiiiiizizeibriibiagis
S&P BSE Realty 16.4 -23.8 Sﬂﬁgqg-*ﬂﬂoégﬂiﬁﬁg-Eqﬁogﬂﬂiﬁqgii
S&P BSE Capital Goods 16.0 -27.5
S&P BSE Power 11.7 -21.7 *  During the market recovery period — 4 months (March 2020 end to July 2020 end)
S&P BSE FMCG L 3.5 » Domestic markets registered a healthy rally due to strong Fll inflows, recovery in economic activity
S&P BSE BANKEX 11.6 -24.7 (with the lock-down being relaxed), and better than expected Q1 FY21 corporate earnings.
S&P BSE Consumer Durables 10.9 -3.9 . ,
Broader markets (mid/small-caps) outperformed their large-cap counterparts.
S&P BSE PSU 10.3 -20.4
Sectors like auto, healthcare, IT and metals outperformed.

Source: Morningstar Direct. Data sorted in descending order on the basis ) ]

of 4 mth return » Sectors like consumer durables, PSU, FMCG and banks underperformed during the recovery.
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With the recent market rally and downgrade in earnings growth for FY21, forward market
valuations have risen and not reasonable at this juncture

Nifty Forward P/E Ratio has gone above pre-pandemic levels Nifty Forward P/B ratio has also recovered and back to

Nifty Tyr fwedl consensus PE Average PE 1 e 1 e long term avg, but still away from earlier highs
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Bond yield vs Equity Earnings yield Indicator shows that gap has substantially reduced :
frm March 2020 lows, implying that equities are not as attractive (relative to bonds), as before Market Cap to GDPratio has recovered from lows & back to

long term average
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FPI equity outflows picked up strongly in the months of May — July 2020; DIl equity flows (esp. net
purchases by MFs) have slowed down

Source: NSDL. Axis Capita Rs in Crore Source: NSDL, Axis Capital Rsin Crore

Month-end FPls Dils MFs Insurance Year FPls lis WFs Insurance
31 July 2019 -13.316 20 395 15,083 5312 Egggg _jg’ggﬁ gg’gﬁ 12’:3 z;’gj-g
31 August 2019 -15 552 20934 17 406 3,927 FY2010 110752 24’211 _1[].’235 34’445
30 November 2019 22,489 -78971 -4 845 -3.126 FY2013 1,4[:',[}32 /9 0RO -292 008 A7 061
31 December 2019 6,118 -7141 2746 -3, 487 EY2014 79 700 54 161 21 0R9 23097
31 January 2020 14,095 2,250 1,053 1,196 FY2015 111445 1445  40087| 61533
29 February 2020 -1.521 16,933 8,931 8,002 FY2016 14171 80,416 66,143 14273
31 March 2020 -58.632 25,595 30,130 25 464 FY2017 60,196 30,787 56,209 _25 4992
30 Apnl 2020 4112 _____-826] ____ L9682 ____ £.139 FY2018 21074 113258) 140517 -21.258
[31 May 2020 13,001 11,357 6,522 4,835‘: FY2019 72,115 87,462 -15,036
130 June 2020 18 684 2434 612 3,046|] FY2020 1.29 301 91,814 37,483
ig.1 July 2020 8590,  -10.008 -0.195 8131 11,250

. After seeing a record high net equity outflow from Foreign Portfolio Investors (FPIs) in the month of March 2020 (amidst the market

correction), we have seen FPI equity flows recover strongly, esp. in May-July 2020. This has been helped by strong global liquidity
and some return of global risk appetite.

. However, DIl equity flows (especially net purchases by mutual funds) have slowed down, and have seen outflows lately.
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Debt Markets
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RBI keeps rates unchanged with inflation being elevated, but keeps window open for more rate cuts

10 year G-Sec yield versus Repo Rate (%)
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The 10 year bond yield has softened this year with RBI cutting rates, liquidity in
surplus, benign growth outlook, and fall in global bond vyields. Yields have
softened more at the shorter end of yield curve. RBI announced “Operation
Twist”, to try and soften the longer-end of the yield curve.

Concerns of higher govt borrowing, fiscal slippage, and inflation rising above 6%
has capped fall in bond yields (esp. at the longer end).

Following were key highlights of RBI monetary policy in early August 2020:

Kept key policy rates unchanged, as expected. RBI has cumulatively cut policy repo
rate by 250 bps since Feb 2019 (includes 115 bps cut since Covid-19 pandemic).
Bond yields rose a bit post the policy.

Headline consumer inflation has been above the RBI's 6% upper limit for the past
few months due to supply-chain related issues--amidst the lock-down. RBI said that
inflation may remain elevated in Q2 FY21, but may moderate in H2 FY21.

RBI extended additional special liquidity facility of Rs 10,000 crore to NHB and
NABARD.

Provide a window under the Prudential Framework for resolution/re-structuring of

corporate  and retail loans without asset quality downgrade, as per
recommendations of KV Kamath committee.

For advances against gold ornaments for non-agri purposes, the loan to value
(LTV) ratio has been increased from 75% to 90% (less collateral required).
RBI indicated that there is space for more monetary action if inflation subsides.
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Other Debt Market Indicators

Loan restructuring expected to help, with bank GNPA ratio projected to
rise sharply amidst the growth slowdown /recession
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Monetary transmission of lending rates improves, esp. for fresh loans. WALR
on fresh loans falls 90 bps vs 115 bps rep rate cut between April —June 2020

(%) e Fresh Rupee Loans s Oustanding Loans
13

Weighted Average Lending Rate
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Source: RBI, Nomura, Yes Securities, |IFL, Jefferies

Corporate Bond spreads have come down, especially in higher-rated
AAA segment (implying some reduction in risk-aversion)
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Market Outlook & Re-cap

We have seen some recovery in e With the lock-down being relaxed and economy opening up, we have seen some recovery in
hlgh freq uency economic various high-frequency economic indicators.

* However, Covid-19 cases continue to escalate in India (3" highest in the world), which is a cause
indicators of concern. However, mortality rate remains controlled and recoveries improve.

* Markets have seen a strong rally from their March 2020 lows. They seem to be ignoring a

\E! I"kEtS seem to be ignoring d possible recession in FY21, and factoring in a quicker recovery.

possible recession in FY21 * The market rally has been helped by strong global liquidity, improvement in high-frequency
indicators, and better than expected Q1FY21 corporate earnings.

\YE! rket Va | VE[e]g have * Market valuations have recovered from their lows helped by the recent market rally and
recove red from their |OWS' not earnings downgrade for FY21. Markets have recovered most of their earlier losses.
’

. e Corporate earnings for Q1 FY21 have been better than expected (so far), helped by cost control
reasonable at this juncture measures undertaken by India Inc.

|nVEStment St rategy e Investors need to tread a bit cautiously in the short term, with Covid cases continuing to escalate

_ in India. However, long term investors can continue to systematically invest in equities.
Debt Markets & Strategy

Factors to watch out for

* RBI has indicated that there is space for more monetary action, if inflation subsides in H2 FY21
(as expected).

* We prefer the shorter to medium term part of the G-Sec yield curve.

* The trajectory of COVID-19 cases in India & globally. If recovery in economic data continues to
improve or starts to stagnate. More fiscal stimulus or other measures to be announced by the
Indian government. Geo-political tensions, flows & risk appetite.
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THANKYOU

DISCLAIMER: The contents of this presentation is confidential, may contain proprietary or privileged information and is intended for reserved recipient(s) for information Purpose only. Unintended recipients are
prohibited from taking action on the basis of information in this presentation and must delete all copies. The information provided is on “as is” basis and Bajaj Allianz disclaims any warranty, responsibility or
liability for the accuracy or completeness of this presentation and assumes no responsibility or liability for errors or omissions in the contents of the presentation. Bajaj Allianz reserves the right to make additions,
deletions, or modification to the contents of the presentation at any time without prior notice. In no event shall Bajaj Allianz be liable to any entity or individual for any direct, indirect, special, consequential, or
incidental claims or damages or any claims/damages whatsoever, whether in an action of contract, negligence or other tort, arising out of or in connection with the use of this Presentation or the contents of this
Presentation. Any reference to the aforesaid content shall be subject to formal written confirmation by Bajaj Allianz. No confidentiality or privilege is waived or lost by Bajaj Allianz by any mis-transmission of this
presentation. Any reference to "Bajaj Allianz" is a reference to Bajaj Allianz Life Insurance Company Limited. The Logo of Bajaj Allianz Life Insurance Co. Ltd. is provided on the basis of license given by Bajaj
Finserv Ltd. to use its “Bajaj” Logo and Allianz SE to use its “Allianz” logo. The Presentation is not intended to be construed as any advisory from Bajaj Allianz for any investment or any other purpose. Any
reliance of the same by the individual for any purpose, is on the sole independent understanding and requirement of the individual. The Public is advised to consult their advisor in regards to their investment. ©
Bajaj Allianz Life Insurance Co. Ltd. 2020.

Bajaj Allianz Life Insurance Co. Ltd., Regd. Office Address: Bajaj Allianz House, Airport Road, Yerawada, Pune — 411006, IRDAI Reg. No: 116, CIN : U66010PN2001PLC015959, Mail us :
customercare@bajajallianz.co.in, Call on : Toll free no. 1800 209 7272/ Fax No: 02066026789
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