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Global growth slowdown is not as sharp as feared; good recovery seen in Jul-Sep 20 Qtr

2 Source: Bloomberg

• Sharp recovery seen in Q2 FY21 (July –Sep 20) on account of opening up of economies, post lock downs imposed earlier

• In India too, Q2 FY21 GDP contraction at -7.5% was better than RBI’s projection of -9.8%



Most global markets have recovered and surpassed pre-covid levels
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Swift recovery during FYTD 21 (April – Nov 2020)

 Indian markets among the top performers

 Liquidity infusion by major central banks

 Positive news on vaccine development

• Over the long term (5 & 10 years) Indian market has 
outperformed most peer Emerging Markets



World market cap has crossed US$100 trn for the first time

4 Source: Bloomberg
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• Market capitalization of all listed stocks in the world crossed the US$100 trn mark for the first time in Dec’2020.

• This is a sharp recovery from Mar’2020 levels when the world market cap declined from US$87 trn to US$68 trn due to Covid-19.



US seeing Covid cases escalating, India sees new cases moderating significantly; recovery 
rate risen to above 90% & mortality at ~1.5%

5 Source: Worldometers.info
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A second wave of Covid-19 cases in Europe has moderated; mortality rate is relatively 
lower this time

6 Source: Worldometers.info
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India Q2 FY21 GDP – Better than expectation
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India Quarterly GDP Growth trend  (YoY in %) 

• GDP contraction eased to 7.5% in Q2 FY21, primarily led

by recovery in gross fixed capital formation & exports.

• Govt. expenditure registered a record contraction in Q2

FY21

• Services sector continued to drag down growth in Q2,

whereas industry registered quicker recovery

GDP

% yoy Q2 Q3 Q4 Q1 Q2

Govt Final Consumption Expenditure 14.2% 13.4% 13.6% 16.4% -22.2%

Pvt Final Consumption Expenditure 6.4% 6.6% 2.7% -26.7% -11.3%

Gross Fixed Capital Formation -3.9% -5.2% -6.5% -47.1% -7.3%

Exports -2.2% -6.1% -8.5% -19.8% -1.5%

Imports -9.4% -12.4% -7.0% -40.4% -17.2%

GDP 4.4% 4.1% 3.1% -23.9% -7.5%

2020-212019-20 GVA

%yoy Q2 Q3 Q4 Q1 Q2

Agriculture 3.5% 3.6% 5.9% 3.4% 3.4%

Industry 0.5% -0.3% -0.6% -38.1% -2.1%

Services 6.5% 5.7% 4.4% -20.6% -11.4%

GVA 4.3% 3.5% 3.0% -22.8% -7.0%

2019-20 2020-21

Source: MOSPI

India Quarterly GVA Growth trend  (YoY in %) 



India’s Q3 & Q4 FY21 GDP growth is now expected to be positive 
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• RBI now project’s India’s GDP to contract by 7.5%YoY in FY21 vs 
earlier forecast of 9.5% contraction

India GDP – Trend and Projections (% YoY)

• RBI now estimates GDP growth to turn positive in Q3 FY21 vs Q4 
FY21 earlier

• Q1 FY22 expected to register strong growth (helped by base effect) 

Source: MOSPI, RBI



Economic / Business Activity in India back to ~90-100% of Pre-Covid levels

Source: Nomura, Jefferies9

Nomura India Business Resumption Index indicates that economic

activity is back to ~90% of Pre-Covid levels
Jefferies India Economic Activity index indicates that overall 

activity is back to ~100% of Pre-Covid levels



High Frequency Indicators like auto sales point to strong recovery
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Cars sales (% YoY) 2W sales (% YoY)
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Source: SIAM

• Oct 2020 Car sale volumes were 3.10 lakh vs 2.72 lakh in Sep 2020 

• Oct 2020 2-wheeler sale volumes were 20.54 lakh vs 18.50 lakh in Sep 2020 



Other key indicators also pointing to strong recovery

Source: Jefferies, IHS Markit, CLSA11

Manufacturing & Services PMI surges into expansion territory GST collections have seen strong recovery

Steel production has seen healthy recovery Cement production has also seen healthy recovery



Some of the reform measures helping revive demand
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• Coal sector private participation progressed well with 19 mines allocating to private sector

• PLI- Production linked incentive scheme to push domestic manufacturing

• 1st phase Rs. 50,000 cr to Mobile, API, medical equipment etc.

• 2nd phase Rs. 1,50,000 cr for ten sectors

• Credit support to MSME and NBFC sectors achieved desired result

• Most of the companies are able to raise debt at low cost



• FPI equity flows recover strongly, on the back of strong global liquidity. Month of November saw record high FPI inflow.

• However, DIIs have seen outflows. Month of November saw record high DII outflow.

13

FPI equity inflows have been robust in FYTD 21; DIIs register outflows



Market rally has become broad-based
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• Equity markets rallied during FYTD21 (April – Nov 2020)

 Due to strong FII inflows, positive vaccine news, healthy corporate
earnings and strong recovery in economic activity

 Mid/Small-caps, auto metals, IT and healthcare outperformed

 Sectors like PSU, FMCG, oil & gas underperformed.

• Equity markets registered a strong rally in the month of November.
Cyclical sectors like banking, capital goods, metals outperformed



Equity market activity has been buoyant
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• Equity market activity has been buoyant with NSE cash market 
volumes picking up.

• Activity in the primary market has also picked up with a number of 
successful IPOs  since July’2020. 

• Overall activity in equity markets are up significantly in FY21 and 
within that retail participation is even higher.

• Retail participation in equity markets is running at ~65% levels in 
FY21 v/s ~50% in earlier years.

Source: NSE, Motilal Oswal
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Retail participation in equity markets has gone up



Mid-caps playing catch-up & have seen a strong rally; but still a bit shy of 2018 beg. peak

Source: Bloomberg, Motilal Oswal16

Midcap index has outperformed in CYTD 20 & over 1 year Midcap index has underperformed Nifty index (large-cap) over

past 5 yrs, due to relative underperformance in CY18 & CY19

• Even though Nifty 50 index (large-cap) is at all time high, Nifty Midcap index is a bit shy of 2018 beginning peak.



Valuations not reasonable presently; Earnings expected to recover in FY22

Source: Bloomberg, Jefferies, Motilal Oswal17

Nifty Forward P/E Ratio has gone above pre-pandemic levels
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Valuation on Market Cap to GDP above long term average

Source: Bloomberg, Motilal Oswal18



Q2 FY21 earnings have come in better than expected, helped by cost control

Source: Motilal Oswal19

Nifty Q2 FY21 PAT growth (%YoY) strong vs expectation of decline Nifty Q2 FY21 Sales decline (%YoY), in-line

• Nifty Q2 FY21 earnings were quite strong, helped by cost control. As a result we have seen earnings getting upgraded.

• Earnings expected to continue to recover through FY21, and pick up strongly by 25-30% in FY22.



Domestic liquidity is ample- RBI’s focus has been on growth
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• RBI kept policy rates unchanged in December 2020

• Dovish undertone
• Accommodative stance till next fiscal year
• Growth over inflation

• CPI inflation was high for last few months

• Sep’20 at 7.3% and Oct’20 at 7.6%
• Sept 21 Estimate at 4.6%

• Liquidity remains high at Rs 5.5 trn

• With inflation being elevated, limited space for more rate cuts,
and further monetary action will be dependent on inflation
trajectory.

• We prefer medium term part of yield curve

Source: Bloomberg

Net Liquidity in the system (Rs trillion)



Yield Curve and Spread
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• Shorter end of yield curve has come down much more than 
the rest of the yield curve

• Corporate bond spreads have come down

AAA Spreads 5yr 10yr

Nov-20 0.3% 0.7%

Mar-20 0.4% 0.9%

Mar-19 0.8% 0.8%

Oct-18 1.0% 0.7%

AAA Spread (over G-Sec) %
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Source: FBIL, Bloomberg

India G-Sec Yield Curve

Term Premium has increased significantly



Summary
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• External sector remains strong
• Current account balance forecast for FY21 is surplus of ~1.5-1.9% of GDP vs deficit of -0.9% of GDP in FY20
• Foreign exchange reserves are at record high of USD 575 bln

• Crude remains at a comfortable level

• Global liquidity is ample
• US Fed balance sheet expanded from ~USD 4 trn in Jan’20 to USD 7 trn presently

• GDP forecast “upgrade”
• With economy opening up, GDP estimates getting better
• Vaccine is very close

• Corporate earnings better than estimated
• FY21 is expected to register flattish growth. FY22 expected to see ~30% growth

• Fiscal deficit and Inflation remains a challenge
• Even though GST collections is back to normal, fiscal deficit is a challenge this year
• Inflation is high for last 2 months

• Valuations are elevated
• In the short term, markets may consolidate or see muted returns, although long-term fundamentals are still intact.



23

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

mailto:customercare@bajajallianz.co.in

