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Executive Summary
In the wake of the coronavirus: Markets and Macro stall; Slowdown here to stay

The specter of the COVID-19 pandemic continues to haunt us three months after initial worries surfaced in China, and
then spread across the world. At the risk of sounding repeti tious, one must record that the fight against the novel

Coronavirus continues for now. As the number of cases continues to rise, the economic consequences of lockdown

restrictions force a rethink on the way forward, with substantial relaxation across the ¢ ountry on various economic
activities, like domestic flights, railways and e -commerce, to name a few, with more on the cards. Lots to read in the
Macro section this month , including revised expectations of FY21 growth, in the wake of new GDP data. The economy’s
downward trajectory is here to stay for a while.

Our Chart of the Month showcases some of the salient features of the pandemic across Indian states. Indian markets
have followed global peers in April on the hope trade (the S&P 500 rising 12.5% in the best monthly rally since 1987),
but the rally fizzled as the number of infections continued to rise, concentrating in major urban areas with a
disproportionate impact on output. The benchmark Nifty 50 and Nifty 500 Index rallied by 14.7% and 14.5%

respectively in the month of April, followed by a soft May, down 2.8% to 9580.

Fixed income markets rallied as global central banks stepped up policy measures through rate cuts and asset purchasing
programs to cushion the economic shock from the coronavirus pande mic. The Government and RBI announced a slew
of policy measures amounting to Rs20trn or 10% of GDP to cushion the economic shock from the pandemic. Excess
systemic liquidity and reverse repo rate cut brought down yield across various tenors. Indian Rupee r ecovered from its
all-time low of 77 against the dollar on April 21st to end the month at 75.1, as RBI intervened by selling dollars. The
Indian rupee has fallen 6.1% since the beginning of the year amid heavy Fll selling in equity as well as debt markets.

Our story of the month features quarterly shareholding in the Indian listed corporate universe. Reminiscent of similar
events before, any significant move in markets reflects in ownership shifting across major institutional groups. March
2020 saw the ste epest sequential fall in FPI on the back of the record outflows in the quarter, with the part of the space
ceded taken up by domestic investors. Mutual funds ownership reached a record high on the back of SIP inflows (that
eventually subsided in April). The quarter also saw a rising concentration of ownership into larger companies in a risk -
off environment. Foreign institutional selling in equities was the highest ever in a month in March at US$16bn but has
abated since then with April (+US$904m) and May (+ US$1.7bn) seeing modest inflows. It has been a different story in
debt, however, with selling resuming in May (-US$3.2bn) after some positive inflows in April (+US$1.7bn).

India’s fiscal support program to a battered economy revolved around the theme of ‘Atmanirbhar Bharat’ (literally, ‘Self-
reliant India) in a mix of measures that could broadly be categorized into fiscal spend, monetary measures and long-
term reforms, adding up to ~10% of GDP. Five tranches announced over an equal number of days focused on all crucial
sectors and segments of the economy including MSMEs, Power, Agriculture, Coal, Defence, Civil
Aviation and Healthcare, to name a few. Besides actual fiscal outgo on higher MGNREGS spending, extended EPF
contribution and food grain distributio n amongst others, the package proposed a series of structural changes, including
amendments to the Essential Commodities Act and the APMC structure in Agriculture, measures to enhance ease of
doing business, opening up of notified strategic sectors to priv ate companies and privatisation of PSEs in non strategic
sectors and modifications to labour laws.

Given truly tight fiscal conditions (FY20 fiscal deficit has been revised to 4.59% from the earlier 3.8% of GDP, as we
shall see in the Macro section), much of the government's support has been through its credit line, in the form of
guarantees. Overall, the policy strategy has favoured empowerment of various segments across multiple sectors over
entitlements and near -term spending. Such an approach may be driven by fiscal constraints and its impact may be low
in the short-term but would be significant in the long -term if carried out in a time -bound manner.

The RBI's MPC lowered policy rates even further with another 40bps cut in the overnight repo rate to 4 .0% (with
commensurate cuts on the reverse repo, and the bank/MSF rates), anticipating weaker economic conditions ahead in
FY21, but stopped short of providing an estimate of GDP growth, or headline inflation. The extended nature of the
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lockdown means that initial estimates of national income for FY21 (Our estimate at 0.8%) is now revised lower to -6.0%,
the lowest India has seen since 1979. While the 4" quarter (FY20) numbers (At 3.1%, the lowest in over four years,
taking the FY20 GDP growth figure to 4.2% vs. FY19's 6.1%) provide some guidance on the slowdown —both pre- and
during COVID-19—the significant revisions to figures of earlier quarters point are confusing. Amidst the gloom, Agri
growth at 5.9% stood out.

To understand this sector better, we hosted a webinar on May 27", featuring an eminent panel of experts consisting of
Prof. Ashok Gulati, the Infosys Chair Professor for Agriculture at ICRIER, Dharmakirti Joshi, the Chief Economist at
CRISIL and Simon Wiebusch, the Chief Operating Officer for the Crop Science Division of Bayer in India, Bangladesh and
Sri Lanka. We summarize key takeaways from the discussion in this report.

Sharp movements in markets usually attract regulatory action that takes the form of raising margin requirem ents, a ban
on short-selling, or outright restrictions on trading in the form of reduced market timings. This month we feature
an interesting paper (in our Insights section) by the World Federation of Exchanges that takes a hard look at the
consequences of a ban on short-selling across multiple markets across the world. The authors examine to the extent to
which such bans meet the policy objectives of lower volatility, and find limited justification posed by empirical evidence.

Our invited article this month from the Arguden Academy features a truly germane topic of interest these days in the
field of corporate governance, the loss of —and therefore the need to recognize importance of trust in field of finance in
general and in fund management in particul ar. Rising awareness about conservation and use of limited resources poses
increased responsibility on investors, fund managers for stewardship of sustainable action.

Our Market Pulse report last month had expressed hope that India had managed to avoid th e worst of the outbreak thus
far, with ~30,000 cases and ~1000 dead. A month later compels us to make a more sober assessment, as the number
of affected cases and the number of lives lost have both risen 5x, with India well and truly in the top 10 most aff ected
countries globally. The total number of affected cases globally has risen from 3m in the same period to over
5.6m. However, many countries across the world have seen the peak of the outbreak and the number of recoveries
continues to rise. India’s recovery rate at 40%-+ should also rise substantially in the next few weeks, going by global
evidence.

We hope you find this issue of the Market Pulse useful, and as always, we look forward to your comments and
suggestions.

Dr.Tirthankar Patnaik
Chief Economist
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Story of the month
Who owns India Inc.? —FII ownership shrinks sharply; DMF share rises further  *

In this edition of “India Ownership Tracker”?, we extend our analysis of ownership trends and patterns in Indian
companies to include the data available for the quarter ending Mach 2020. We note 1) A contraction in the Government
ownership to all-time low levels, reflecting efforts to expand public ownership and garner higher r evenues; 2) An
increase in private promoter ownership amidst a sharp market sell -off in the March quarter; 3) The steepest sequential
(QoQ) drop in FII® (foreign institutional investors) ownership since 2001, reflecting the record high  Fll outflows durin g
the quarter; 4) A rise in DMF (domestic mutual funds) ownership for yet another quarter, touching new record high,
thanks to sustained SIP inflows, even as other domestic institutional investors remained on the side -lines; 5) Flis
maintained their out -sized bet on Financials* despite a drop in portfolio allocation to the sector and turned incrementally
cautious on Consumer Staples; 6) DMFs increased their underweight® (UW) position on Consumer Staples and IT, but
remained positive on the investment them e with a strong overweight (OW) position on Industrials; 7) Incrementally
higher concentration of i nstitutional money in larger companies, reflecting a heightened risk -off environment .

A Private promoters raise stake amid market sell  -off; Government Who owns India Inc.? NSE -listed in Mar’20
share declines to all -time low levels : Promoter ownership rose Retail, Others
meaningfully in the March quarter as a sharp equity market sell -off Banks, Fls & 84

promoters

provided an opportunity to promoters to increase their stakes. Nearly '”Susr'fisnce 44.4
20% of the NSE-listed universe saw promoter acquiring shares in the Fis. ‘

March quarter, resulting in total buying of ~Rs119bn. G overnment 20.8

ownership (promoter and non-promoter), however, has come off ‘

further and is currently hovering at all -time low levels, reflecting the DMFs Govt

Government’s efforts to expand public partnership in the ownership e 09

of CPSEs (Central Public Sector Enterprises) and augment itS  Fil ownership in NSE-listed companies

resources for higher expenditure towards economic development. % Fll share in NSE-listed universe
A Flls ownership drop s sharply amidst record -high outflows: FII % Fil share ex-Financials

ownership fell by a huge 210bps, 136bps and 133bps QoQ to 26.3%, 20

21.6% and 20.8% in the Nifty 50, Nifty 500 and the overall NSE W
listed universe respectively, marking the steepest sequential (QoQ) 10 M
decline since the beginning of the analysis (2001). In fact, the FlI 0

ownership in Nifty 50 is now the lowest in the last six years. This 8883385833342 393533Y
reflects the record -high foreign capital outflo ws of US$7bn in the SS3233332333323333:22

March quarter due to flight of capital to safe havens amid
strengthening concerns of an ensuing global recession.

DMF ownership in NSE-listed companies

Rs bn s S|P inflows %

300 DMF share in NSE-listed cos =

The overall FIl sector positioning has remained steady in the March
quarter. The out-sized bet on Financials was maintained with a 200 L
reduced absolute portfolio allocation, largely explained by a 100
significant underperformance of the sector with respect to the index. I I
©

Consumer Staples, Materials and Industrials continued to remain the 0

16 -

17 —

17 ——
w ©

. . . SS3ZEB83222Q
most under-owned sectors, reflecting the Flls cautious view on caoELaostas sy
. . . naz= na= nao= nao=
India’s consumption as well as investment story. Z Z _ P’
Source: CMIE Prowess, AMFI,NSE

! This is an excerpt of our detailed report on the topic released on May 29 ™. Please click here to access the report.

2 The “India Ownership Tracker” report examines ownership trends and patterns in Indian companies listed on the NSE since 2001. The report also
analyses ownership trends of institutional investors in top 10% listed companies by market capitalization to gauge investment  concentration.

3 FIl ownership includes ownership through depository receipts held by custodians.

4 Sector weights and comparisons here are based on the respective indices as benchmarks.

5 Overweight (OW), neutral (N) or underweight (UW) stance of FIIs and DMFs on any sector is with respect to the sector’s weight in the index. An
OW/UW position on a sector implies a more than 100bps higher/lower allocation to the sector than its weight in the Index. A neutral position on a
sector implies an allocation to the sector within +/ - 100bps of the sector’s weight in the Index.

e
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A DMF share inches up further to touch new record

D NSE

-high: DMFs
continued to ride on the SIP wave, as their ownership in the Nifty 500
and the overall NSE-listed universe inched up further by 18bps and
14bps QoQ to 8.1% and 7.9% respectively in the March quarter —the
highest since the beginning of the analysis (2001). DMF ownership in
Nifty 50 remained steady at 8.4%. Despite a sharp market correction
amid a worsening Coronavirus scare, retail participation through the
SIP route has remained unscathed. In fact, SIP inflows in the month
of March were the highest ever despite a 23% fall in the Indian equity
markets (Nifty 50) during the month, translating into cumulative
inflows of Rs10trn in FY20, +8% YoY. Direct retail participation in
equity markets, however, has remained broadly steady for quite
some time now.

Sector-wise, DMFs have maintained their OW position on Financials
within the Nifty 50 space but remained cautious on smaller
banks/NBFCs given a modest UW position on the sector in the Nifty
500 Index. Unlike FIIs, DMFs are positive on the India’s investment
story with an OW position on Industrials, Utilities and Materials.
However, DMFs echo the FlIs view on consumption, with a big UW
position on Consumer Staples.

Concentration of i nstitutional ownership to larger companies
rises: The drop in FIl ownership in the overall NSE -listed universe
excluding Nifty 500 stocks was much higher than that in Nifty 500 in
the quarter ending March 2020. Further, an increase in DMF
ownership in the NSElisted space last quarter was led by Nifty 500
companies; excluding Nifty 500, DMF ownership in the NSE-listed
universe fell meaningfully in the March quarter. Moreover, the top
10% companies by market cap accounted for 93% of the FIl holding,
up ~450b ps since Dec’17. While DMFs have a relatively lower share
of 86.7% of their investments made towards top 10% companies, it
has risen by a sharp 276bps QoQ andis now hovering at near 17-
year high levels.
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Fll and DMF portfolio OW/UW in Nifty 500 vs.
the index (March 2020)
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Ownership pattern of the NSE-listed universe (March 2020) : Total promoter ownership

in the NSE-listed universe shot up by ~110bps QoQ to near 5 -year high of 50.9%, largely
led by a 100bps QoQ jump in private promoter ownership (Indian and foreign combined)
to a 14-year high of 44.4% as promoters rushed to raise t heir stakes in their companies
amid a sharp sell-off seen in the March quarter. Around 360 out of 1,784 listed companies
saw promoters acquiring shares in the March quarter, resulting in total buying of
~Rs119bn. Government ownership (promoter as well as n on-promoter) in the NSE-listed
space, however, has been coming off since 2010, in-line with the Government’s efforts to

March quarter saw a huge
jump in private promoter
ownership as a sharp
market sell-off provided an
opportunity to promoters to
raise their stakes.

garner higher revenues through the disinvestment route, with the share in the March

quarter falling by 126bps QoQ to 14 -year low of 6.6%.

Amongst institutional investors, Fll ownership fell by a huge 133bps QoQ to a five -quarter
low of 20.8%, ma rking the highest sequential decline on a quarterly basis over the last 19
years—reflecting the surge in foreign capital outflows in the March quarter (US$7bn —the
highest ever). This was largely owing to a huge decline in FIl ownership in Financials and
understandably so given the big overweight position on the sector, even as Fll ownership

in the listed universe excluding Financials has inched up on a sequential basis.

FIl ownership in the March
quarter saw the highest
QoQ decline in the last 19
years—reflecting record
high foreign capital
outflows.

Domestic mutual funds’ (DMFs) ownership, however, has been rising steadily, up by a
modest 14bps QoQ to 7.9%—the highest since the beginning of the analysis (2001). The
share of Banks, Financial Institutions and Insurance inched up by a modest 10bps QoQ to
5.5% but is a mere 32bps above lowest share in the last two decades. Individual retail

investors holding remained broadly steady at 8.4%.

In terms of floating stock, FIl ownership fell by 174bps QoQ to 42.5% in the March quarter
following a strong 350bps rise in 2019, marking the highest sequential decline on a
quarterly basis in more than 11 years and is now 3.2pp shy of the highest share since
2001 (in March 2014). That said, Flls continue to remain the biggest owners of India Inc.
after promoters. DMFs also continue to increase their share in the NSE listed floating
stock, with current ownership at 16.1% (+63bps QoQ) being the highest since the
beginning of the analysis (2001). Retail ownership has seen the highest QoQ gain of 49bps
in the last four years to 17.2%, even as it is just 68bps above the lowest share in the last

two decades.

Figure 1: NSE-listed universe: Ownership pattern by
total market cap (%, March 2020)

Retail, 8.4 L
Other non-institutional

non-promoters, 2.4

Non-promoter
corporate, 3.3

Other institutional ..
Private Indian
Banks, Fls & promoters, 33.2

Insurance, 5.5

Flls, 20.8

Govt., 6.9

Foreign
promoters, 11.1

DMFs, 7.9

Figure 2: NSE-listed univer se: Ownership pattern by
free float market cap (%, March 2020)

Other institutional
non-promoters, 0.8

Other non-institutional

Non-promoter
Govt., 0.8

non-promoters, 4.8

Retail, 17.2

Non-promoter
corporate, 6.7

Banks, Fls &
Insurance, 11.2

Source: CMIE Prowess, NSE *FII ownership includes ownership through depository receipts held by custodians.
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Figure 3: Top 20 companies by value of shares bought by promoters in the March quarter

S, Promoter stake (%) Shares bought
Dec-19 Mar-20 QoQ chg. (bps) Number (mn) Value (Rsmn)*
Tata Consumer Products Consumer Staples 34.5 34.7 23 102.2 30,129
Vinati Organics Materials 74.0 74.0 4 38.1 29,490
Piramal Enterprises Health Care 46.1 46.1 1 12.2 11,429
Mphasis Information Technology 52.2 56.2 399 7.5 4,971
Tata Steel Materials 33.1 34.4 129 155 4,188
H C L Technologies Information Technology 60.0 60.3 35 9.6 4,170
D F M Foods Consumer Staples 38.3 73.9 3568 17.9 3,123
Hindustan Foods Consumer Staples 61.9 62.6 76 4.9 2,767
Bajaj Electricals Consumer Discretionary 62.7 63.2 50 7.7 2,054
Tata Chemicals Materials 311 34.6 351 8.9 1,999
GMR Infrastructure Industrials 63.6 65.3 172 103.7 1,695
Adani Ports & Special Economic Zone Industrials 62.5 62.8 33 6.7 1,680
JSW Steel Materials 42.0 42.3 38 9.2 1,344
Sun Pharmaceutical Inds. Health Care 54.6 54.7 13 3.1 1,085
JBM Auto Consumer Discretionary 62.0 67.5 550 6.6 924
Maruti Suzuki Consumer Discretionary 56.2 56.3 7 0.2 905
Tata Power Utilities 36.2 37.2 101 27.3 896
Godrej Industries Industrials 61.4 62.2 82 2.8 781
Bajaj Auto Consumer Discretionary 53.5 53.7 13 0.4 77
Music Broadcast Communication Services 73.9 74.1 12 515 768

Source: CMIE Prowess, NSE. * Value of shares bought in the March quarter isbased on the quarter-end price.

Figure 4: NSE-listed universe: Ownership trend across key stakeholders by total market cap over last three years
Private Indian Foreign Domestic Banks, Fls

Non-promoter

promoters promoters MFs & Insurance Fils = corporate Retall
Jun-17 30.4 10.1 9.2 5.3 6.1 20.9 5.1 9.4
Sep-17 31.0 10.0 9.1 5.6 5.9 20.9 5.6 9.4
Dec-17 315 104 94 5.9 5.7 19.8 54 9.2
Mar-18 31.3 10.1 94 6.1 5.6 20.1 5.6 9.0
Jun-18 31.4 9.5 9.7 6.4 5.7 20.5 5.2 8.7
Sep-18 32.0 9.2 9.5 6.4 5.8 20.4 5.1 8.6
Dec-18 31.3 9.1 10.0 7.0 5.8 204 5.0 8.7
Mar-19 315 9.2 9.2 7.2 55 21.0 5.0 8.6
Jun-19 31.4 9.3 9.3 7.3 5.5 21.3 4.7 8.4
Sep-19 32.2 7.9 10.1 7.7 5.5 21.8 3.6 8.5
Dec-19 32.2 8.2 9.8 7.8 54 22.2 35 8.4
Mar-20 33.2 6.9 11.1 7.9 55 20.8 33 8.4
QoQ change 101bps -126bps 133bps 14bps 10bps -133bps -17bps 6bps

Source: CMIE Prowess, NSE *FII ownership includes ownership through depository receipts held by custodians
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Figure 5: NSE-listed universe: Long -term ownership trend across key stakeholders by total market cap
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Source: CMIE Prowess, NSE *FIlI ownership includes ownership through depository receipts held by custodians.

Ownership pattern of the Nifty 50 universe (March 2020) : Overall promoter ownership
in the Nifty 50 Index also increased sharply by 2pp QoQ to 44% in the quarter ending
March 2020. This was largely on account of a sharp 3.1pp QoQ increase in private
promoter ownership, Indian and foreign combined, to a 14-year high of 37.8%, as a sharp
equity market sell -off provided an opportunity to promoters to increase their stakes.
Within the Nifty 50 universe, 12 companies saw a jump in the promoter stake in the March
quarter, translating into total promoter buyi ng of Rsl6bn. Government ownership,

however, declined for yet another quarter and is currently hovering at a 14 -year low of
6.4% (-108bps QoQ).

Institutional ownership has fallen for the Nifty 50 universe as well, down by 219bps QoQ
to 44.05%, largely led by a 210bps QoQ fall in Fll holding to a six -year low of 26.3%. In
fact, the sequential decline in FIl ownership in the Nifty 50 universe is the steepest since
the period of the analysis on this sample (2006). That said, FIlI share excluding Financials
actually rose by 40bps QoQ in the March quarter. DMF ownership, on the other hand,
remained steady at 8.4%, thanks to steady SIP inflows. The share of Banks, Financial
Institutions and Insurance fell for yet another quarter by 11bps QoQ to near 12 -year lows
of 7.1%. Retail ownership has remained steady over the last few years, with current share
at 7.8% being just 66bps shy of their share in the overa Il NSE-listed space.

In terms of floating stock, Fll share in the Nifty 50 Index fell by 195bps QoQ to 47.0% in
the March quarter, following a 277bps increase in 2019 and is now 4.8pp lower than the
peak share since 2006. Share of DMFs in the floating Nifty50 stock, however, rose by

55bps QoQ to all-time high of 15%, translating into a total increase of ~6.2pp over the last
three years.
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Figure 6: Nifty 50: Ownership pattern by total market Figure 7: B: Nifty 50: Ownership pattern by free float
cap (%, March 2020) market cap (%, March 2020)
Non-promoter Retail, 7.8  Other non-institutional Other non-institutional

corporate, 3.1 non-promoters, 2.9 non-promoters, 5.1

DMFs, 15.0

Other institutional Retail, 13.

non-promoters, 0.3 Private Indian

promoters, 28.1 Non-promoter
Banks, Fls & corporate, 5.6

Insurance, 7.1 .
Other institutional
non-promoters,

0.5
Govwt., 6.4
Flls, 26.3 Banks, Fls &
Insurance, 12.7
Foreign

promoters, 9.7

Flls, 47.0

DMFs, 8.4

Source: CMIE Prowess, NSE *FII ownership includes ownership through depository receipts held by custodians.

Figure 8: Nifty 50: Ownership trend across key stakeholders by total market cap over the last three years

Private Indian Domestic Banks, Fls Flls * Non-promoter

promoters promoters MFs & Insurance corporate
Jun-17 23.4 11.6 7.6 5.3 8.7 27.6 4.2 7.1
Sep-17 24.0 115 7.8 5.8 8.1 28.0 5.0 7.2
Dec-17 242 11.3 8.1 6.2 8.1 27.1 4.9 7.0
Mar-18 241 10.6 7.8 6.4 8.0 27.6 5.1 7.0
Jun-18 26.0 9.5 6.9 6.7 7.8 27.4 5.2 7.4
Sep-18 27.2 9.5 6.2 6.7 7.8 26.6 5.2 7.3
Dec-18 26.1 9.0 6.6 7.4 7.8 27.0 5.2 7.6
Mar-19 26.5 8.7 6.3 7.6 7.6 27.4 4.9 7.6
Jun-19 26.8 9.0 6.3 7.7 7.5 275 45 7.5
Sep-19 27.0 7.6 7.7 8.2 7.4 27.8 3.5 7.7
Dec-19 27.2 7.4 7.5 8.4 7.2 28.4 3.3 7.7
Mar-20 28.1 6.4 9.7 8.4 7.1 26.3 31 7.8
QoQ change 96bps -108bps 217bps 1lbps -11bps -210bps -17bps 11bps

Source: CMIE Prowess, NSE *FII ownership includes ownership through depository receipts held by custodians.
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Figure 9: Nifty 50: Long -term ownership trend across key stakeholders by total market cap

%

Ownership trend of Nifty 50 universe key stakeholders by total market cap
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Source: CMIE Prowess, NSE *FIl ownership includes ownership through depository receipts held by custodians.

Ownership pattern of the Nifty 500 universe (March 2020): In-line with Nifty 50,

Promoter ownership in the Nifty 500 Index increased by 121bps QoQ to five -year high of
50.5%, a tad lower than the promoter holding in the overall NSE -listed universe. While
private promoter ownership, Indian and foreign combined, i ncreased by 253bps QoQ to
14-year high of 43.9%, government ownership fell by 131bps QoQ to all -time low of
6.9%. Within the Nifty 500 universe, 93 companies saw an increase in shares owned by

private promoters in the March quarter, translating into total buying of ~Rs103bn.

In terms of institutional ownership, while the DMFs’ share in the Nifty 500 inched up by
a modest 18bps QoQ to 8.1%, marking the new high since 2001, Fll ownership fell by
136bps QoQ to 21.6% —nearly 164bps shy of the peak share since 2001. This was largely
led by Financials; excluding Financials, FIl share went up by 35bps QoQ to a six-quarter
high of 13%. The share of Banks, Financial Institutions and Insurance fell by a modest
7bps QoQ to 5.5%—the lowest in the last two decades . Retail investors owned 8.1% of

the Nifty 500 Index as of March -end, up by a modest 13bps QoQ, but has broadly
remained at these levels for five years now.

In terms of floating stock, FIl ownership in the Nifty 500 Index fell by 163bps QoQ to
43.6%, follo wing a 330bps increase in 2019, marking the steepest QoQ decline since the
Global Financial Crisis. DMF ownership of the Nifty 500 floating stock, however, has
improved by 75bps QoQ to a two-decade high of 16.4%. Retail ownership also rose by
66bps QoQ to a 10-quarter high of 16.4% of the Nifty 500 free float stock.
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Private promoter ownership
inched up in the Nifty 500
universe, in-line with Nifty50
and overall NSE-listed space.

Fll share in the Nifty500
floating stock fell sharply in
the March quarter—the
steepest fall since the GFC.

DMF share, however, inched
up further in the March
quarter to remain at all -time
high level.




Figure 10: Nifty 500: Ownership pattern by total market
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Figure 11: B: Nifty 500: Ownership pattern by free float
market cap (March 2020)
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Source: CMIE Prowess, NSE *FII ownership includes ownership through depository receipts held by custodians.
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Figure 12: Nifty 500: Ownership trend across key stakeholders by total market cap over
Domestic

last the three years
Non-promoter
corporate

Banks, Fls

Flls *
& Insurance

MFs

Jun-17 29.5 10.8 9.2 5.5 6.5 22.3 4.6 8.4
Sep-17 29.9 10.7 9.1 5.8 6.2 22.4 5.1 8.4
Dec-17 30.2 10.7 9.2 6.2 6.1 21.6 4.9 8.2
Mar-18 30.1 10.1 9.2 6.4 6.0 22.0 5.1 8.2
Jun-18 30.4 9.6 9.3 6.6 6.0 21.8 5.1 8.2
Sep-18 31.3 9.7 9.1 6.6 6.0 21.3 5.0 8.1
Dec-18 30.7 9.5 9.5 7.1 6.1 21.3 4.9 8.2
Mar-19 30.9 9.6 8.8 7.3 5.7 21.8 4.9 8.1
Jun-19 30.9 9.6 8.9 7.5 5.7 22.1 4.6 8.0
Sep-19 31.7 8.1 9.9 7.9 5.7 22.5 3.5 8.1
Dec-19 31.8 8.3 9.6 7.9 5.6 22.9 3.3 8.0
Mar-20 32.8 6.9 11.2 8.1 5.5 21.6 3.1 8.1
QoQ change 97bps -131bps 155bps 18bps -7bps -136bps -25bps 13bps

Source: CMIE Prowess, NSE *FII ownership includes ownership through depository receipts held by custodians.

Figure 13: Nifty 500: Long -term ownership trend across key stakeholders by total market cap

% Ownership trend of Nifty 500 universe key stakeholders by total market cap
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Source: CMIE Prowess, NSE *FII ownership includes ownership through depository receipts held by custodians.

1 e | I
10/133



Market Pulse

May 2020 | Vol. 2, Issue 5
I

Sector -wise ownership pattern and allocation to key stakeholders

Sector -wise ownership of the Nifty 50 universe (March 2020) : In the quarter ending
March 2020, Informa tion Technology had the highest promoter ownership at 56.6% ( -
31bps QoQ), followed by Communication Services at 56.1% and Energy at 51.8% (-92bps
QoQ). Utilities and Energy remained the top sectors in terms of Government ownership at
52.7% (-290bps QoQ) and 18.3% (-285bps QoQ) respectively. DMF ownership is the
highest in Industrials at 14.3% ( -22bps QoQ), followed by Utilities at 14.3% (+221bps

promoter owners of
QoQ) and Financials at 12.5% (+55bps Qo0Q). Flls are the biggest non-promoter owners Financials in the Nifty 50
of Financials at 44.8% (-49bps QoQ), followed by Communication Services at 25.0% (- yniverse as well, followed by
40bps QoQ) and Consumer Discretionary at 22.9% (-138bps QoQ). In terms of overall Communication Services and
foreign ownership (including foreign promoters), Consumer Staples leads with a 64.4% Consumer Discretionary.
(+526bps QoQ) foreign share, followed by Financials at 45.0% (-79bps QoQ) and
Communication Services at 42.4% (+37bps Qo0Q).

Industrials has the highest
DMF ownershipwithin the
Nifty50 universe, followed by
Utilities and Financials

Flls are the biggest non-

Figure 14: Nifty 50: Sector -wise ownership pattern across key stakeholders (March 2020)

% Sector -wise ownership of the Nifty 50 universe
M Private Indian promoters H Govt. m Foreign promoters
m DMFs m Flis* M Banks, FIs & Insurance
B Non-promoter corporate H Retall B Others**
100
3.1 5.2
90 < 5.2
6.4
80
70
60
50
40
30
20
10
0

Comm Svcs. Cons. Disc. Cons. Staples  Energy Financials Healthcare Industrials IT Materials Utilities
Source: CMIE Prowess, NSE

* FIl ownership includes ownership through depository receipts held by custodians. **Others include other institutional and

non-institutional non -promoter investors.
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Figure 14: Sector allocation of the Nifty 50 universe for key stakeholders (March 2020)

Private . . Banks, Fls Non-
Foreign Domestic

Indian Govt. & promoter Retail
promoters promoters Insurance corporate

Communication Services 5.9 0.0 7.6 4.8 4.1 2.8 4.3 04
Consumer Discretionary 5.1 5.6 115 4.7 5.2 6.3 2.7 7.5
Consumer Staples 0.0 0.0 72.5 8.1 7.7 19.9 34.3 20.7
Energy 18.5 44.5 0.0 11.7 12.9 15.6 15.3 13.9
Financials 16.7 243 0.5 38.8 44.4 20.2 20.6 27.8
Health Care 35 0.0 12 35 1.9 25 33 3.0
Industrials 1.3 0.1 1.3 4.3 2.0 5.8 1.2 4.8
Information Technology 36.7 0.1 3.0 12.2 14.8 16.9 2.8 12.6
Materials 12.3 0.2 2.4 6.8 4.8 5.9 15.0 8.2
Utilities 0.0 25.2 0.0 5.2 23 4.1 0.5 0.9
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: CMIE Prowess, NSE *FII ownership includes ownership through depository receipts held by custodians.

DMFs reduced their exposure to Financials but maintained an overweight stance: —

. ; ] ) DMFs maintained a huge OW
DMFs's allocation to Financials sector fell by 580bps QoQ t038.8% in the March quarter position on Financials
but the overweight (OW) stance with respect to the index was maintained, even as the despite a reduction in
OW position has come off over the last few quarters. This has come at the expense of  allocation and have
increase in exposure to Consumer Staples and IT, even as DMFs have maintained a huge incrementally turned more
underweight position on these sectors, and incrementally more so, for yet another cautious on Consumer
quarter. While DMFs reduced their OW position on the Industrials sector, they have turned Staples and IT.
incrementally more bullish on Communication Ser vices.

Figure 15: DMF sector allocation of the Nifty 50 universe Figure 16: DMF sector-wise OW/UW in Nifty 50 relative

(March 2020 vs. December 2019) to sector weight in the index (March 2020)
% DMF sector allocation of the Nfity 50 universe bps DMF sector-wise OW/UW in Nifty 50
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Source: CMIE Prowess, NSE
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Figure 17: DMF vs. Nifty 50 —Sector -wise OW/UW trend (bps)
bps Sector -wise OW/UW trend for DMFs vs. Nifty 50 Index
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Source: CMIE Prowess, NSE

Flls retained a huge OW position on Financials for yet another quarter:
positioning for FlIs in the Nifty 50 index has been unchanged on a sequential basis in the
March quarter. In-line with DMFs, a sharp fall in share prices of Financial sector
companies led to FIl allocation to the sector falling by 552bps QoQ, as evident in an

equivalent fall in the sector’s weight in the Nifty50 Index. Flls have retained their huge
OW position on Financials for yet another quarter. Despite an increase in exposure to
Consumer Staples, partly driven by relative outperformance , Flls have turned

Overall sector — -
Flls have maintained their

out-sized bet on Financials in
the Nifty 50 universe and
have turned incrementally
more cautious on Consumer
Staples.

incrementally more bearish on the sector. Flls have also mai ntained an UW stance on
Materials and Industrials for yet another quarter, with marginal changes.

Figure 18: FIl sector allocation of the Nifty 50 universe
(March 2020 vs. December 2019)

% Fll sector allocation of the Nfity 50 universe

Figure 19: Fll sector -wise OW/UW in Nifty 50 relative to
sector weight in the index (March 2020)
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Source: CMIE Prowess, NSE *FII ownership includes ownership through depository receipts held by custodians.
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Source: CMIE Prowess, NSE *FII ownership includes ownership through depository receipts held by custodians.

Sector -wise ownership of the N ifty 500 universe (March 2020) : As of March 2020, Real
Estate sector had the highest promoter shareholding at 67.4% ( -27bps QoQ), followed
by Information Technology at 57.4% ( -7bps QoQ), and Materials at 57.2% (+155bps
QoQ). Utilities, Energy, Financials and Industrials had the highest Government ownership

at 34.4% (-60bps QoQ), 17.5% (-281bps QoQ), 9.8% (-108bps QoQ) and 9.5% (-81bps
QoQ) respectively.

In terms of DMF ownership, Industrials sector leads at 11.0% share (+11bps QoQ),
followed by Utilities at 10.3% (+153bps QoQ) and Financials at 10.3% (+55bps Qo0Q).
Flls remained the biggest non -promoter owners of Financials at 35.2% (+12bps QoQ),
followed by Communication Services at 24.5% (-10bps QoQ), Energy at 21.8% (+32bps
QoQ) and Real Estate at 20.4% (28bps QoQ).

In terms of overall foreign ownership (including foreign promoters), Consumer Staples

leads with a 50.7% foreign share (+330bps QoQ), foll owed by Communication Services at

40.4% (+110bps QoQ) and Financials at 37.9% (+15bps Qo0Q).
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Sector-wise, Industrials leads
in terms of DMF ownership
within th e Nifty 500 universe,
in-line with the Nifty 50 and
overall listed space.

Flls are the biggest non-
promoter owners of
Financials in the Nifty 500
universe as well, followed by
Communication Services and
Energy.
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Figure 21: Nifty 500: Sector -wise ownership pattern across key stakeholders (March 2020)

% Sector -wise ownership of the NSE 500 universe

M Private Indian promoters m Govt. = Foreign promoters
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Source: CMIE Prowess, NSE * FIl ownership includes ownership through depository receipts held by custodians.
**QOthers include other institutional and non -institutional non -promoter investors.

Sector allocation of the Nifty 500 universe for key stakeholders (March 2020) : The
table below shows the sector allocation for key stakeholders in Nifty 500 companies as of
March 2020. The concentration of Government ownership in Financials, Energy and
Utilities sector is at 79.1%, a tad higher than that in the overall listed universe. In ¢ ase of
institutional investors, DMFs have a much lower allocation to Financials sector at 31.1%
than FlIs at 39.8%, even as both have seen a dip in allocation in the March quarter owing
to sharp fall in share prices of Financial companies.
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Figure 22: Sector allocation of the Nifty 500 universe for key stakeholders (March 2020)

Privgte Foreign Domestic Banks, Non- :
Indian Govt. Flls * Fls & promoter Retail
promoters promoters MFs Insurance corporate

Communication Services 4.0 0.0 4.7 3.9 3.7 2.3 34 0.9
Consumer Discretionary 7.0 3.3 13.3 8.4 6.3 7.1 8.2 9.1
Consumer Staples 8.1 0.7 45.9 8.9 9.3 18.6 24.9 18.1
Energy 10.8 26.1 0.2 8.4 105 13.1 10.1 9.1
Financials 17.9 34.6 6.0 31.1 39.8 20.0 23.1 24.6
Health Care 8.0 0.0 7.5 7.2 4.7 4.1 5.9 7.9
Industrials 4.9 8.5 9.3 8.5 4.1 7.6 4.9 7.7
Information Technology 20.6 0.8 5.7 9.0 11.9 14.0 2.6 8.9
Materials 145 7.5 6.3 9.4 5.8 8.4 13.9 11.4
Real Estate 18 0.0 0.1 0.4 0.8 0.1 0.5 0.6
Utilities 24 185 1.0 4.8 3.1 4.7 25 17
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: CMIE Prowess, NSE *FIl ownership includes ownership through depository receipts held by custodians.

DMFs remained cautious on smaller financial companies: DMFs allocation to , -

. . . . o ) . DMFsremained cautious on
Financials declined by 514bps QoQ in the March quarter, in line with the fall in the smaller banks and NBECs.
sector’s weight in the Index, resulting in the relative UW position being maintained. This  The ow stance on Industrials
contrasts with the DMFs’ positioning to Financials in the Nifty 50 Index, indicating DMFs’  was retained despite a cut in
cautious view on smaller banks and NBFCs for yet another quarter. allocation.

DMFshave continued to play the investment the me in the economy, maintaining a strong Under-owned sectors for
OW position on Industrials within the Nifty 500 space for yet another quarter, even as the DMFs remained Consumer
extent of OW positioning has come off meaningfully over the years. While DMFs turned Staples, IT and Energy.
incrementally more bullish on Utilities and Healthcare, they turned more cautious on

Consumer Staples and IT, despite an increase in absolute allocation to the sectors,

thanks to the outperformance of these sectors with respect to the overall market in the

March quarter.

Figure 23: DMF sector allocation of the Nifty 500 Figure 24: DMF sector-wise OW/UW in Nifty 500

universe (March 2020 vs. December 2019) relative to sector weight in the index (March 2020)
% DMF sector allocation of the Nfity 500 universe bps DMF sector-wise OW/UW in Nifty 500
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Source: CMIE Prowess, NSE
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Figure 25: DMF vs. Nifty 500 —Sector -wise OW/UW trend (bps)
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Flls maintained a huge OW stance on Financials in the Nifty 500 Index as well: The
relative sector positioning of Flls in the Nifty 500 Index has remained broadly stable in
the March quarter. The out-sized bet of Flls on Financials was maintained for yet a nother
quarter but with a 510bps QoQ lower exposure of 39.8% —the lowest in the last six
guarters, largely explained by a 500bps QoQ dip in the sector’s weight in the index.

Financials aside, Flls have a neutral or negative stance on all other sectors. Contrary to
DMFs, Flls have perennially remained negative on the investment theme in the economy,
maintaining their UW stance on Industrials and Materials since 2006. Flls have also
maintained their cautious view on India’s consumption story, and understandably so
given the weak domestic and global demand environment and are underweight on both
Consumer Staples and Discretionary sectors. While they have turned incrementally
cautious on Healthcare within the Nifty 500 Index, they have maintained a neutral stanc e

with respect to the Index on Communication Services, Energy, Information Technology,
Real Estate and Utilities.
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Financials, with an out-sized
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the Nifty 500 Index.

Apart from Financials, Flls
have maintained a neutral or
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Figure 26: FIl sector allocation of the Nifty 500
universe (March 2020 vs. December 2019)
% FIl sector allocation of the Nfity 500 universe

|

Figure 27: Fll sector -wise OW/UW in Nifty 500 relative
to sector weight in the index (March 2020)
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Figure 28: Fll vs. Nifty 500 —Sector-wise OW/UW trend (bps)
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Institutional ownership concentration analysis

Institutional money gets incrementally more concentrated in large -caps amidst a
risk -off environment: The charts below depict how institutional money is largely
concentrated in the larger companies and the trend has strengthened in the March quarter
in the wake of a sharp drop in investor risk appetite. As of March 2020, while FlII
ownership (including ownership through depository receipts) of the floating stock of Nifty
50/Nifty 500 fell by 195bps/163bps QoQ to 47.0%/43.6%, the ownership in the listed
universe excluding the Nifty 500 companies declined by a much higher 274bps remained
steady at 5.6% —the lowest in last three years.

DMFs have also incrementally turned more cautious on smaller companies as reflected in
the sharp decline in their ownership in | isted companies excluding Nifty 500 ( -243bps
QoQ to 8.9% of the floating stock in March 2020). Moreover, their share in the floating
stock of Nifty 500 Index is nearly 140bps higher than that in the Nifty 50 Index, signalling
a relatively more diversified portfolio allocation.

Figure 29: Institutional ownership of floating stock across indices and stock universe (Mar 2020 vs. Dec 2019)

% Institutional ownership of free float market cap across universes
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Source: CMIE Prowess, NSE *FII ownership includes ownership through depository receipts held by custodians.

Concentration of FlIl money to top 10% listed companies by market cap surges to 16 -
year high: The FIlI concentration in the Indian equity markets reduced significantly nearly 93% of the FIl money
between 2001 and 200 6, with the share of FIlI investments in the top 10% listed is invested in top 10%
companies (by market cap) as a percentage of their overall investments in the listed companies by market cap—
universe declining from 98% in December 2001 to the lows of 8 5.3% in March 2006. the highest share in the last
However, since the financial crisis, the Fll concentration has been gradually rising, with 16 years.

the top 10 % companies now accounting for 93.2% of the FIl holding in the quarter ending

March 2020 —the highest in the last 16 years.

Within the NSElisted space,

The concentration of investments by Banks, FIs & Insurance to larger companies is even
higher with a 94% investment share in top 10% companies in the March 2020 quarter.

While DMFs have a relatively lower share of 86.7% of their investments made towards top
10% companies, it has risen by a sharp 276bps QoQ and now hovering at near 17-year
high levels.

O
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Figure 30: Trend of Fll investment share in top 10%

Figure 31: Trend of DMF investment share in top 10%
companies by total market cap

companies by total market cap
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Ownership concentration in terms of number of companies with holding greater than
. . . . 0,
5%: The number of NSElisted companies where Fll holding is more than 5% fell sharply 'S have more than 5%
. . . . . holding in nearly 32% of the
in the March quarter —reflecting the consequence of a pervasive risk -off sentiment and : .
. . Lo . . . . . listed universe as compared
flight of capital from riskier asset classes including Indian equities. These companies

) o to 25% for DMFs.
(565) accounted for 31.8% of the number of NSE -listed companies in the March quarter —
the lowest in ~15 years.

For DMFs, the number of companies with holding greater than 5% has more than doubled
since March 2014, increasing from 209 companies, accounting for 13% of the number of

listed companies, to 445 companies in the March 2020 quarter or one -fourth of the listed
universe. However, while the number of such companies wa s much lower at 331 in March
2001, its share in the listed universe was much higher at 33%.

Figure 32: Number of listed cos. with FIl holding >5% Figure 33: Number of listed cos. with DMF  holding >5%
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20/133



D NSE Market Pulse

May 2020 | Vol. 2, Issue 5

Chart of the month
Coronavirus pandemic : Exponential spread, but fatalities in check

The unprecedented coronavirus pandemic has infected over 5.69m people worldwide
and taken 356 thousand lives as of May 28th, while many countries imposed
partial/complete lockdown on non -essential activities. This may result into a global
recession which is predicted to be worse than t he Global Financial Crisis of 2008. India is
not an exception in this matter with over 165 thousand Covid -19 cases and more than
4,531 casualties so far. Overall, India has performed quite well in terms of both number
of cases and fatality rates while comp aring with other developed countries including US,
Spain and Italy. However, the biggest concern is that the country could not flatten the
curve of spreading the disease even after imposing a strict 60 -day nationwide lockdown.

In the previous edition of ou r Market Pulse, we have shown how total number of Covid -
19 positive cases has risen in India as compared to other major countries in the world. In
this edition, we dig down further to see how different states in India have performed till
now while controll ing overall spread of the disease. Among states, Maharashtra remains
to be the epicentre of the country with 36% share of total Covid -19 positive cases
followed by Tamil Nadu (11.71%) and Delhi (9.84%) as on May 28, 2020. The distribution
remains similar in terms of number of fatalities as well, as 42.07% of total casualties
happened in Maharashtra.

The nonlinear (exponential) behaviour of the outbreak can best be illustrated in three
charts here, in increasing order of severity, using the total affected cases state-wise as a
metric, juxtaposed with doubling times in number of days.

Figure 34: Daily rise in affected cases vs. doubling times , till May 27 ™, 2020
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Figure 35: Daily rise in affected cases vs. doubling times, till May 27 ™, 2020
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Figure 36: Daily rise in affected cases vs. doubling times till May 27th, 2020
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Figure 37: Share of states in total, recovered and deceased cases (%)
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Daily new cases are increasing exponentially, while fatality rate remains under
control: Even after 60-day nationwide lockdown, total number of cases is increasing
exponentially with a new record number in every alternative day. With 165 thousand
cases, India has become 4th highest in terms of new cases globally as on May 26 with
second highest growth rate of novel coronavirus. Maharashtra, Tamil Nadu, Gujrat, Delhi
and Madhya Pradesh continued to record highest number of cases. On the positive side,
their recovery rates are improving over time and fatality rates have improved in recent
weeks in major states except Gujarat. Notably, Punjab showed one of the best recovery
rates in India, over 90% people cured and the North -eastern states and the Union
Territories have not been affected much. For instance, Sikkim and Mizoram reported only
case each while Lakshadweep has not reported a single case till now.
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Figure 38: State -wise c umulative new cases , recoveries and fatality rate of C OVID-1919 cases

s Daily new cases = Dally recoveries ~—CFR (RHS)
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Higher tests per million population (TPM)may have helped to identify more cases : We
have illustrated the relationship between tests and positive cases per million across
states in the following charts. The first chart shows s tates with fairly large population
(66m-224m) and the second one illustrated states with smaller population (1. 1m-13m).
The relationship is somewhat positive barring few outliers like Karnataka, Rajasthan and
Goa. Notably, Maharashtra, Tamil Nadu and Jammu & Kashmir have a large number of
positive cases per million where tests per million is quite high. On the othe r side, states
like Uttar Pradesh, West Bengal, Madhya Pradesh and Bihar have identified fewer cases
partly because their tests per million remain significantly low. At the same time,
Rajasthan, Karnataka and Goa seemto be in a good position with high TPM and lower
number of positive cases per million .

Figure 39: Positive cases vs tests per million for high and low population states
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Tests per million have increased sharply across all states:  Over the last month, India
has been able to ramp-up tests per million across all states, as shown in the following

chart. Notably, J&K increased total tests from 1,496 per million as on April 30 " to 10,995

as onMay 27". Similar increment can be seen for Delhi, Goa, Andhra Pradesh, Tamil Nadu,
etc. However, Maharashtra’s test per million did not increase at the same rate even as it
remains to be the most affected state in the country.

Figure 40: State -wise comparison of no. of tests per million population as on April 30
As on April 30, 2020

th 2020 and May 27 ", 2020
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Figure 41: State -wise comparison of no.
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Tests per confirmed case (TPCC) is declining in most affected states: TPCC i.e. the
inverse of test positivity rate is decreasing over time in Maharashtra, Gujarat, Tamil Nadu,
Bihar and Odisha, which may indicate the presence of undetected cases and the need to
increase test per million population. On the other have, Madhya Pradesh , Punjab, West
Bengal, Jammu Kashmir, Andhra Pradesh and Jharkhand have increased their
containment control of the pandemic with increasing TPCC along with high test per 1000
persons.

Figure 42: State -wise comparison of no. of tests per confirmed case
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Quarantine quarter might be over, but not the “mask acre”: India has started to relax
its lockdown norms in areas other than containment zone even though t he number of
cases has shot up significantly over the past few days . This relaxation is growing a scope
of increasing the spread even at a higher rate. Besides, the reverse migration to less
developed states with inferior health infrastructure may turn green zones into red, and
simultaneously there is greater likelihood of rising mortality rate in these newly affected
regions. Moreover, Kerala, which could contain the virus for a while, is again facing new
cases in the precious weeks after evacuating many Indians from abroad.

Figure 43: State -wise one week average growth rate of new COVID-19 cases as on May29™", 2020
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Market Round up
Global equity markets recoup parital losses in April

Global equity markets recovered from their March lows, thanks to drop in infection rate, improvement in recovery rate,
prompt policy interventions and easing of lockdown restrictions to commence business activities. Developed markets
outperformed with MSCI World gaining 10.8% compared to MSCI EM which gained 9%. The S&P 500 Index and Dow
Jones Index increased by 12.5% and 11.1% in April — the best monthly rally since 1987 . Back home, the Nifty 50 and
Nifty 500 Index rallied by 14.7% and 14.5% respectively in the month of April . The rally, however, was cut short with
markets tumbling in May as infections continued to rise in major urban areas within the country. As of May 27 ", the
number of positive cases in India had crossed 150K with four major states acco unting for more 60% of the cases.

Fixed income markets rallied as global central banks stepped up policy measures through rate cuts and asset purchasing
programs to cushion the economic shock from the coronavirus pandemic. The Government and RBI announced a slew
of policy measures amounting to Rs20trn or 10% of GDP to mitigate the coronavirus impact . Excess systemic liquidity
and reverse repo rate cut brought down yield across varios tenor s. Indian Rupee recovered from its all -time low of 77
against the dollar on April 215 to end the month at 75.1, as RBI intervened by selling dollars. The Indian rupee has fallen
6.1% since the beginning of the year amid heavy Fll selling in equity as well as debt markets.

1 Domestic equity markets recovered in April aftera  sharp correction in March:
Indian equity markets partially recovered the losses incurred in March by end of
April, as the looming growth concerns were partly offset by active policy
intervention , commencement of limited economic activities in green and orange
zones and rise in recovery rate for COVID-19 cases. The Nifty 50 and Nifty 500

The Nifty 50 and Nifty 500
Index surged 14.7% and
14.5% respectively in April.
The markets, however,fell in
May following emergence of

Index ended the month 14.7% and 14.5% higher respectively. The markets, tensions betweenthe USand
however, fell in May, as emergence of tensions between United States and China, China and rise in COVID-19
weak economic data and rise in infections weighed on investor sentiments. The infections.

Rs20tn stimulus package announced by the government to support the economy
failed to provide a boost to market sentiments amid imminent growth concerns.
As of May 27, 2020 Nifty 50 and Nifty 500 Index traded ~23% below December
2019 levels. The Mid- and Small-cap indices also ended higher by 15.4% and
13.4% respectively in April. Market volatility index India VIX fell 47.2% in April
and a further 17.8% in May, after rising sequentially for previous three months.
Volatility, however, continued to remain significantly higher than last year.

In cash markets, average daily turnover increased by 5% MoM to Rs503bn—
nfearly 38% higher than the average dally_turnO\_/er _durmg FY2019-20 and 17% and a further 17.8% in May,
higher than the YTD average. Average daily derivative turnover, on the contrary, after rising sequentially for
witnessed a 15% decline MoM, touching an average of Rs940bn in April from  previous three months.

India VIX fell 47.2% in April

Rs1,107 bn in the previous month - nearly 2% higher than the average daily
turnover during FY2019 -20 and 4% lower than the YTD average.

All sectors ended the month with positive returns in April, with gains led by
Pharma (+30%), Real Estate (-37.4%), Auto (+24.7%), Metals (+17.3%) and Bank
(+12.5%). Other heavy -weight sectors such as, IT and FMCG also reported gains
by 10.5% and 4.9% respectively during the month.
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1 Fixed income market rallied on aggressive monetary easing

: Fixed income
markets rallied in April as global central banks stepped up policy measures
through rate cuts and asset purchasing programs to cushion the economic shock
from the coronavirus pandemic. The RBI, along with other policy measures aimed
at injecting liquidity into the system , cut policy repo rate by 115 bps reverse repo
rate (the de-facto policy rate in current surplus liquidity environment) by 155bps
in the fiscal thus far. Surplus systemic liquidity and steep cut in policy rates
brought down yield across various tenors. However, the decline was more
pronounced at the shorter -end, while the longer-end remains elevated amid
growth and fiscal pressures, leading to significant steepening of the yield curve.
While the 10-year G-sec yield declined by a meagre 3bps in April and is down
57bps YTD (as ofMay 27™) to 6.0%, the 1-year and 5-year G-sec yields have fallen
by a much higher 190bps and 106 bps YTD respectively.

On the global front, while China and Germany 10-year bond yields fell by 15bps
(-46bps YTD) and 13bps (-23bps YTD) inApril to close the month at 2.5% and -
0.6% respectively, Japan and US 10-year yields fell marginally ending the month
6bps and 3bps lower at -0.04% and 0.63% respectively.

Flls remained sellers in Indian equities as well as debt in April but turned
buyers in equities May: Foreign institutional investors (FlIs) continued to sell
Indian equities and debt in April, with net outflo ws at US$904mn and US$1.7bn
respectively (source: Refinitiv) after selling securities worth US$16bn in March -
the highest ever monthly outflow . The equity market witnessed FIl buying worth
US$1.7bn in May thus far (as of May 27"). The selling in debt, however, continued
in May with net outflow s of US$3.2bn. After going on a buying spree in the first
quarter of 2020, Domestic institutional investors (Dlls) were modest sellers in
Indian equities in April, with net outflows at Rs8bn, but turned buyers again in
May with net inflows at Rs102bn in the month thus far ( May 27%).

Global equity correct sharply in March : After a sharp correction in March, global
benchmark indices recovered in April, thanks to proactive global fiscal and
monetary policy interventions and flattening of daily rise in COVID-19 cases.
Markets reacted positively as lockdown restriction eased and economic activities
resumed in some economies. While the developed market index (MSCI World
Index) increased by 10.8% in April, the emerging market index (MSCI EM)
increased by 9%.

US: The S&P 500 Index and Dow Jones Index increased by 12.5% and 11.1% in
April —the best monthly rally since 1987 —due to expansion in stimulus measures
and drop in infection rate. The rally continued in May with S&P and Dow rising
4.2% and 4.9% respectively (as of May 27™) amid optimism over easing of
lockdown and vaccine prospects partially offset by flare up in US -China
geopolitical tensions.

On the macro front, unemployment jumped to 14.7% in April from 4.4% in March,
as lay-offs rose during the standstill in business activities due to the pandemic.
The economy shrank 5% in the first quarter as per second estimate — the biggest
quarterly decline since GFC. Industrial production fell a record 11.2% in April as
manufacturing output co ntracted 13.7%.

Europe: European markets also witnessed a rally in April, as the COVID-19
outbreak showed signs of decline and lockdown restrictions were eased
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subsequently. While the FTSE 100rose 4.4% in April, DAX and CAC 40ncreased
9.3% and 4% respectively. The Eurozone GDP declined 3.8% if the first quarter,
with France and Spain contracting 5.8% and 5.2% respectively . On the policy
front, ECB is prepared to expand stimulus if needed to counter the impact of the
lockdown on the economy. The Bank of England kept policy rate at an all -time low
of 0.1% after cutting rates twice from the start of the outbreak and rejected the
proposal fora GBP100bn increase in the bank’s stimulus.

Asia: Asian markets also ended the month in green. While the Hong Kong market
(Hang Seng Index) and Chinese market (SSE Composite Index) gained 4.4% in
April, the Japanese market (Nikkei 225 Index) and Indian market (Nifty 50 Index)
fell by 6.8% and 14.7% respectively.

In India, while the industrial production in March shrank 16.6% YoY as a result of
the lockdown, merchandise exports and imports declined 3 5%/60% and

29%/59% YoY in March/April 2020 . The manufacturing PMI for April stood at an

all-time low of 27.4 and services PMI at 5.4. Although certain economic activities
were allowed to resume in green and orange zones, major consumption centres

in urban areas remained shut due to rising COVID cases. China’s industrial output
surged 3.9% in April compared to -1.1% in March as economic activities resumed.

The the state of emergency in Japan was extended by another month till end of

May although the economy was not under a formal compulsory lockdown.

1 Crude prives fell to negative values in futures market on supply glut far in
excess of demand : May futures on the US-based WTI crude traded in negative . . . March lows due to
territory and June futures fell 50% in April, as traders sold aggressively to avoid coordinated production cuts
taking deliveries. Although oil prices have recovered from their March lows due to by oil producing economies.
coordinated production cuts by oil producing economies, the sharp drop in futures
prices points to a weak demand outlook for crude in view of the global growth
concerns and recent developments in US-China geopolitical tensions. As of May
21+, Brent crude traded 47.6% lower than end of 2019 prices.

Qil prices have recovered

Safe haven commodities gold and silver ended the month gaining 5.8% and 7.5%
from March. As of May 27th, the precious metals have return ed 32.3% and 18.7%
in the year thus far.

1 INR depreciates as Fll outflows continue : INR recovered by end of April to 75.1
. . L . o
f':lgalnst the doIIar. after reaching an all-time onv .of 77 on April 2 1%, as RBI the fall in rupee aganst the
intervened by selling dollars to arrest the depreciation in rupee. The key factor dollar is the large outflow of
attributing to this fall is massive foreign capital outflo ws from equity as well as FIl funds from equity and
debt markets . As of May 27", the INR has fallen 6.1% since the beginning of the debt markets.

The key factor attributing to

year. Rate cuts by global central banks and flight to safety have contributed to
depreciation of major currencies against the dollar.
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Macro economy
Atmanirbhar Package: Empowerment over entittement and near -term spending

The Government’s Rs20trn ‘Atmanirbhar Bharat’ Package announced in five tranches over a five-day period focused on
all crucial sectors and segments of the economy including MSMEs, Power, Agrculture and allied sectors, Coal, Defence,
Civil Aviation, Healthcare, Education, and Public Sector Enterprises (PSEs). Besides actual fiscal outgo on higher
MGNREGSspending, extended EPF contribution and food grain distribution, amongst others, the package focussed a
great deal on bringing in a slew of structural reforms including amendments to the Essential Commodities Act and the
APMC structure, measures to enhance ease of doing business, opening up of the notified strategic sectors to private
companies and privatisation of PSEs in non-strategic sectors and modifications to labour laws. A conditional increase in
state borrowing limits from 3% to 5% of state GDP for FY21 , contingent on reform actions, was also announced, thereby
helping states manage their finances better.

Given tight fiscal conditions, much of the government's support has been through its credit line, in the form of

guarantees. Overall, the policy strategy has favoured empowerment of various segments across mu ltiple sectors over
entittements and near -term spending. Such an approach may be driven by fiscal constraints and its impact may be low
in the short-term but would be significant in the long -term if carried out in a time -bound manner.

The total fiscal sup port announced by the Government as a part of this package, including the previous measures, adds
up to ~Rs13trn, with direct fiscal impact limited to ~Rs2trn, some of it spread over the next few years. Even as there is
still limited clarity on the extent of fiscal slippage one may expect this year, the shortfall in revenue collections is
expected to overshoot the additional central borrowing of Rs4.2trn planned for this year.

Tranche 1: MSMEs, DISCOMs and EPF

1 Liquidity support of Rs3.7trn for MSMEs : To address funding requirements of
MSMEs, the Government has announceda fully guaranteed emergency credit line The _GOVe_m”_‘e_m has
worth Rs3trn from banks/NBFCs for standard borrowers having an outstanding provided liquidity support
credit of up to Rs250mn and turnover of up to Rslbn. The loans would have a tenor worth R_S 3.7t to MSMEs

. . . . largely in the form of
of four years with a 12 -month moratorium on principal repayment, cap on interest complete/nartial
rates, and no requirement of any fresh collateral. The Scheme can be availed until pietelp

ot | fi | . guarantees on loans and
October 31%, 2020 and would benefit nearly 4.5mn units. equity infusion through

For stressed MSMEs, he Government would facilitate provision of Rs200bn Fund-of Funds.
subordinate debt by providing partial credit guarantee support to banks through
CGTMSE (Credit Guarantee Fund Trust for Micro and Small Enterprises), entailing a
spend of Rs40bn for the Government. This would benefit nearly 0.2mn MSMEs. The
Government has also announced setting up of a Fund-of-Funds with an initial equity
infusion of Rs100bn, which would be leveraged to provide a total liquidity support
of Rs500bn. This would not only help MSMEs expand their size and capacity but
also encourage them to get listed on the stock exchange. Other measures
announced for MSMEs include a) disallowing global tenders in Government
procurement tenders up to Rs2bn, b) e -marketplace for MSMEs better marketing,
and c) release of Government/CPSE dues to MSMEs within 45 days.

To widen the pool of MSMEs benefiting from these schemes, the Government has
revised the MSME definition by raising the investment limit, introducing turnover
criteria and doing away with the distincti on between manufacturing and services.

1 Extended Provident Fund support of Rs92.5bn:  As part of the Pradhan Mantri
Garib Kalyan Package (PMGKP) worth Rsl1.7trn announced on March 2@, the
Government had decided to bear the entire 24% provident fund contribution of
both employer and employee for the months of March, April and May for people
employed in businesses with an employee base of less than 100 and earning a
monthly income of up to Rs15,000. This support has been extended by another

e
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three months, entailing a cost of Rs25bn for the Government. As an additional
liquidity relief worth Rs67.5bn, the Government has also reduced the mandatory

EPF contribution of both employer and emplo yee for employees earning more than
Rs15,000/month from 12% to 10% for all establishments covered by EPFO, except

CPSEs/state PSUs, for the next three months.

Liquidity support of Rs750bn for NBFCs/HFCs/MFIs: The Government has also
announced a much-awaited liquidity support for the ailing non -banking sector,
including non-banking financial companies (NBFCs), housing finance companies
(HFCs) and micro finance institutions (MFIs). This includes a Special Liquidity
Scheme worth Rs300bn, under which investment will be made in primary as well
as secondary market transactions in investment grade papers of these companies
which would be fully guaranteed by the Government.

For lower-rated companies (AA-rated and below including unrated paper), the existing

Partial Credit Guarantee Scheme announced in the last Union Budget has been
extended to cover primary issuances of bonds/commercial papers of such
companies with an increase in the guarantee limit from 10% to 20% of the first loss.
This would provide an additional liquidity support of Rs450bn to the NBFC sector.

Liquidity support of Rs900bn for DISCOMs: To address the cash flow issues for
power distribution companies (DISCOMSs) arising out of a sharp slump in industrial

demand that’s worsened due to COVID-19-induced lockdown, the power financing

companies viz. Power Finance Corporation (PFC) and Rural Electrification
Corporation (REC) would infuse liquidity worth Rs900bn into DISCOMs against
receivables. Additionally, state governments would provide guarantees on DISCOM

loans availed exclusively to pay dues to power generation companies.

Liquidity support of Rs 500bn through TDS/TCS cut: The rates of Tax Deduction
at Source (TDS) and Tax Collection at Source (TCS) for payments pertaining to
contract, professional fees, interest, rent, dividend, commission and brokerage has
been reduced by 25% of the existing rate for the rest of FY21. This would provide
liquidity support of Rs500bn to non-salaried tax-payers.

Relief to contractors /real estate developers: As a significant relief to contractors,
the Government has decided to provide an extension of up to six months on Central
Government proje cts without any cost to the contractor and partially release bank
guarantees in line with project completion. For real estate developers, RERA
timelines on project completion and registration date have been extended by six
months for all registered project s expiring on or after March 25™, 2020, with a
clause of a further three -month extension at the regulatory authority’s discretion.

Other direct tax measures: Other measures on the tax front include a) immediate
release of pending refunds to charitable trusts and non -corporate businesses and
professions, b) extension of due dates of income -tax return filing for FY20 from July
31, 2020 to November 30, 2020 and tax audit from September 30 ™, 2020 to
October 31%, 2020, c) extension of date of assessments getting barred on
September 30", 2020 and March 31, 2021 by six months, and d) extension of the
period of Vivad se Vishwas Scheme for payment without addit ional amount to
December 31¢, 2020.

34/133

Complete Government
guarantee on investment
grade papers issued by
NBFCs/HFCs/MFIs would
provide much-needed
liquidity support to these
entities and regain
confidence in the market.

Liquidity infusion by
PFC/REC to the tune of Rs
900bn into DISCOMs
would help ease their cash
flow problems.

TDS/TCS cut by 25% of the
existing rate for the rest of
FY21—to release liquidity
worth Rs 500bn for non-
salaried tax -payers.




QD NSE

Tranche 2: Poor, migrant labour and farmers

il

Free food grain distribution extended to migrants  : Following up on the measures
undertaken over the last couple of months to support migrants by providing food
and shelter as well as employment via MGNREGS scheme, the Government
extended the free food grain distribution to migrants who are neither register ed
under the National Food Security Act (NFSA) or holders of ration cards. Around
800mn migrants would get 5 kgs of grains (wheat/rice) per person and 1 kg Chana
per family per month for the next two months, entailing of cost of Rs35bn for the
exchequer. Additionally, the migrants would be able to access ration from any Fair
Price Shop in India by March 2021 (One Nation One Ration Card)

Relief of Rs65bn for small businesses/street vendors: In addition to the support
provided by the RBI through loan moratorium, the Government would provide
interest subvention of 2% to small businesses on MUDRA -Shishu loans (maximum
loan amount of Rs50,000; total outstanding credit at Rs1.6trn) for a period of 12
months, translating into a total relief of Rs15bn. The Government has also decided
to create a Special Credit Facility within a month to provide an initial working ¢ apital
of up to Rs10,000 to nearly 5mn street vendors. This would provide a liquidity
support of Rs50bn to street vendors who have got severely hit due to COVID -19.

Employment support for tribal people: Funds worth Rs 60bn under the
Compensatory Afforestat ion Management & Planning Authority (CAMPA)would be
used by state governments for providing employment opportunities to tribal people
in forestry jobs including afforestation and plantation works, artificial & assisted
natural regeneration, forest managem ent & protection and wild -life related
projects, among others.

Liquidity support of Rs2.3trn to farmers: To meet the funding requirement of
small and marginal farmers, NABARD would extend an additional working capital
funding support of Rs 300bn to Rural Cooperative Banks (RCBs) and Regional Rural
Banks (RRBs) over and above the Rs900bn to be extended by NAB/ARD in FY21
through the normal route. This would benefit nearly 30mn small and marginal
farmers with their Rabi harvest and Kharif sowing requirements over the next two
months. Additionally, the Government would also provide concessional credit of
nearly Rs2trn to 25mn farmers through Kisan Credit Cards.

Affordable rental accommodation for migrants/urban poor: To improve living
standards of migrant workers and urban poor, the Government would launch a
scheme under the Pradhan Mantri Aawas Yojna (PMAY) that would provide
affordable rental accommodation by a) converting the Government -funded houses
into Affordable Rental Housing Complexes (ARHCs) under the public-private
partnership mode, and b) incentivising industries/manufacturing units/other
institutions as well as central/state agencies to develop and operate ARHCs.

Extension of credit -linked housing subsidy scheme for middle -income group:
The Government has also extended the deadline for the affordable housing Credit
Linked Subsidy Scheme (CLSS) by a year till March 3%, 2020, thereby benefiting
nearly 250,000 middle income households during FY21. This would provide an
investment boost of Rs700bn to the housing sector, besides creating jobs and
benefiting related sectors such as steel, transport and construction materials.
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Tranche 3: Aariculture and allied sectors

ll

Financing facility of Rs1trn for building agricultural infrastructure : Wastage of
farm produce due to inadequate cold chain infrastructure has been a big concern.
Estimates suggest that nearly 16% of perishables and nearly 10% of cereals/
pulses/oilseeds get wasted every year. To improve the post-harvest supply chains,
the Government would set up an Agriculture Infrastructure Fund worth Rsl1trn for
funding storage and post-harvest infrastructure at farm -gate/aggregation points.

Support of Rs100bn for Micro Food Enterprises:  For promoting and marketing
local brands, the Government would launch a scheme to provide support of
Rs100bn to nearly 0.2mn Micro Food Enterprises to assist them in attaining FSSAI
food standards, thereby helping them build and market their brands. This would be

premised on a cluster -based approach to help local value added products to reach
global markets, thereby helping improve India’s agricultureal exports .

Relief package of Rs200bn for fisheries: For sustainable and inclusive
development of marine and inland fisheries, the Government announced the launch

of Pradhan Mantri Matsya Sampada Yojana (PMMSY), first proposed in the 2019
20 Union Budget, with an outlay of Rs200bn. This would comprise of Rs110bn for

activities in marine and inland fisheries and aquaculture and the remaining Rs90bn

for infrastructure development. This would help check gaps in the fisheries value
chain, increase production and exports as well as generate employment.

Support of Rs155bn for animal husbandry and beekeeping: The Government
announced setting up of a Rs150bn Animal Husbandry Infrastructure Development
Fund to support private investment in dairy proces sing and cattle feed infr a, with
added incentives for establishing plans for export of niche products. Additionally, a
new scheme with a Rs5bn outlay would be implemented to support beekeeping
with respect to infrastructure, capacity building, and developm ent of quality stock.

Outlay of Rs40bn for herbal cultivation:  The Government plan to cover nearly
1mn hectare area under herbal cultivation over the next two years with an outlay of
Rs40bn, thereby providing an income support of Rs50bn for farmers. The
Government also plan to build regional mandis for medicinal plants.

Logistics and storage support of Rs5bn for perishable farm produce: The
Operation Green scheme launched in the 2018 -19 Union Budget for integrated
development of Tomato, Onion and Potato (TOP) value chain has been extended to
all fruits and vegetables (TOTAL) with an outlay of Rs5bn. The scheme, comprising
of 50% subsidy on transportation of produce and 50% subsidy on storage, would
be launched on a pilot basis for six months. This would help in reducing post -
harvest losses at the farm-gate level and enhance value realisation for farmers.

Long-term governance and administrative reforms: Apart from these, the third
tranche also provides some long-term guidelines to reform the sector in terms of
governance and administration. These include a) Amendment of Essential
Commodities Act to enhance price realisation for farmers by deregulating select
agriculture food stuffs including cereals, pulses, edible oils, oilseeds, onions and
potato, b) Formulation of a central law to bring about agriculture marketing reforms
to provide marketing flexibility to farmers which is currently restricted to APMCs
(Agriculture Produce Marketing Committees) and c) Facilitate a legal framework
focused on risk mitigation and price and quality assurance for farmers.
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Tranche 4: Structural reforms to push investments

1 Liberalisation of the Coal sector: The Government announced some crucial policy

reforms to liberalise the coal sector with an aim to reduce imports and attract
private sector participation. These include a) introduction of commercial mining in
the coal sector on a revenue sharing basis with liberalised entry norms and no end -
use restrictions, facilitated by the passage of the Minerals Law (Amendment) Bill in
March 2020. Nearly 50 blocks would be offered immediately, including partially -
explored blocks, with earlier -than-scheduled production to receive rebates in
revenue-share, b) extension of rebates in revenue-share for gasification or
liquefaction of coal to reduce economic impact, c) investment of Rs500bn for
building evacuation and transfer (conveyor belts) infrastructure , d) auction of
Coal Bed Methane extraction rights from Coal India, e) simplification of guidelines
and format for preparation of mining plan for faster clearances —approval process
already made online with approval period slashed from 90 days to 30 days, and f)
concessions in commercial terms worth Rs50bn extended to Coal India customers.

Reforms in the M ining sector: With an aim to enhance private investments in the
mining sector and improve efficiency and production, the Government announced
a seamless composite exploration -cum-mining-cum-production regime to provide
an end-to-end solution. Open and transparent auction of 500 mining blocks and
joint auction of bauxite and coal mineral blocks would be offered. The distinction
between captive and non -captive mines would be removed to allow lease transfer
and sale of surplus minerals. Additionally, a Mineral Index would be developed and
stamp duty payable at the time of award of mining leases would be rationalised.

Reforms to increase defence production: Several measures were announced to
increase defence manufacturing and local procurement, thereby reducing defence
import bill. These include a) increase in Foreign Direct Investment (FDI) limit from
49% to 74%, b) time -bound defence procurement process and faster decision
making by setting up a dedicated contract management unit, realistic setting of
requirements and overhauling trial and testing procedures and c¢) corporatisation of
Ordnance Factory Board.

Aviation sector reforms —auctioning of airports and reducing flying cost: The
Government announced several measures to support the aviation sector —one of
the worst - hit sectors by COVID-19. These include a) optimal utilisation of airspace
to reduce flying cost —to bring benefits worth Rs10bn/year to the sector, b) auction
of six airports for operation and maintenance on public -private partnership (PPP)
basis in the 3" round, and c) rationalisation of tax regime of Maintenance, Repair
and Overhaul (MRO) system to reduce maintenance cost for airlines.

Power sector reforms —privatis ation of DISCOMs: To improve performance of
power distribution and supply and bring about operational and financial efficiency,
the Government announced privatisation of power distribution companies in the
Union Territories. A Tariff Policy would also be laid out to protect consumer rights
against DISCOM inefficiencies and inadequate service and improve competition,
transparency and sustainability of the sector.

Boosting private investments in social infrastructure, space and atomic energy:
The Government’s decision to provide Viability Gap Funding (VGF) for social
infrastructure projects of up to 30% of the project cost with a total outlay of Rs81bn
would enhance private investme nt in the sector. Measures were also announced to
boost private participation in space activities by providing level -playing field and
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clear policy and regulatory environment as well as opening exploration/space travel
to the private sector. Reforms were also announced to open up nuclear energy
space to the private sector for cancer research and food preservation.

Tranche 5: NREGA, state finances and ease of doing business

ll

Increased allocation to MGNERGS : Following up on the measures announced over
the last couple of months, including wage hikes, the Government increased the
allocation to MGNERGS-the Government’s flagship rural employment guarantee
scheme—by Rs400bn, taking the total allocation to Rs1.01tr n for the fiscal—the
highest ever. This would particularly provide job opportunities to migrant labourers
in the current weak business environment.

Enhanced borrowing for states  but with conditions : Considering a sharp drop in
revenues for states, the Centre has increased the borrowing limit of states from 3%
to 5% of state GDP for FY21, translating into extra resources of Rs4.3trn—
equivalent to the additional borrowing announced by the Centre. This i s in addition
to the liquidity relief provided by the RBI ( 60% increase in Ways & Means Advance
limits, extension of overdraft facility) and timely payment of dues by the Centre.
However, the enhanced limit would be partly (1.5% of the 2%) linked to reform s
undertaken by the states in the area of PDS portability, ease of doing business,
power distribution and urban local body revenues.

Relaxation of IBC norms: To enhance ease of doing business, the Government
announced relaxation of IBC norms including a) an increase in the minimum
threshold to initiate insolvency proceedings from Rs0.1mn to Rs100mn, thereby
supporting MSMEs, b) suspension of fresh initiation of insolvency proceedings
extended by another six months and c) exclusion of COVID-19 related debt from
the definition of ‘default’ for the purpose of triggering insolvency proceedings.

Relief on technical/procedural defaults: With an aim to provide relief to
corporates in meeting technical/procedural requirements, the Gov t. decriminalise d
the Companies Act violations involving minor technical and procedural defaults
pertaining to CSR reporting, board report, filing defaults and delay in holding AGMs.
This would particularly alleviate stress faced by smaller companies due to fear of
litigation and criminal proceedings in events of such defaults.

Easier listing norms and other measures to support business environment : A
slew of measures were announced to ease listing norms including a) direct listing

of Indian securities in overseas jurisdictions, b) NCDs of private companies listed

on stock exchange would not be regarded as listed companies, c¢) creation of
additional/specialised benches for NCLAT (National Company Law Appellate
Tribunal) and d) lower default penalties for small companies, one -person
companies, producer companies and start -ups.

Opening all sectors to private companies through Public Sector  Enterprise
Policy: The Government expressed the intention of opening the private sector to
all sectors of the economy facilitated by creation of a coherent Public Sector
Enterprise (PSE) Policy. Through this policy, the Government would open the
notified strategic sectors of the economy to the private sector, with presence of at
least one and up to four PSEs in these sectors. Other PSEs in these notified sectors
would be privatised or merged or brought under holding companies. Additionally,
PSEs in all nonstrategic sectors will be privatised at an opportune t ime.
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1 Increased spending on healthcare and education:  The Government’s decision to
step up spending on public healthcare infrastructure, particularly at the grass -root
levels, including health and wellness centres, infectious disease hospital blocks in
all districts and public health labs in all districts and blocks, is a step in the right
direction and would prepare India for dealing with any future pandemics. Moreover,
the Gowt. has proposed an extensive use of technology to deliver education in the
post-COVID environment by leveraging digital platforms, TV channelsand radio.

Figure 44: Details of measures announced in the

fifth tranche of the Rs20trn economic package

S no. Measures Total stimulus Fiscal cost
(Rs bn) (Rs bn)
1 Increase in MGNERGS allocation 400.0 400.0
2 Increased investments in public healthcare 0.0 0.0
3 Leveraging technology to deliver education in the post -COVID environment 0.0 0.0
4 Relaxation of IBC norms 0.0 0.0
5 Decriminalisation of Companies Act defaults 0.0 0.0
6 Easier listing norms and other measures to support businesses 0.0 0.0
7 Public Sector Enterprise Policy 0.0 0.0
8 Enhanced borrowing for states 0.0 0.0
Total 400.0 400.0
% of GDP 0.2% 0.2%
Source: Government, NSE.

Figure 45: Details of measures announced in the fourth tranche of the Rs20trn economic package
S no. Measures Total stimulus Fiscal cost
(Rs bn) (Rs bn)
1 Reforms in the coal sector—Commercial mining, diversified opportunities, liberalised regime 0.0 0.0
2 Enhancing private investments in the mining sector 0.0 0.0
3 Augmenting domestic defence production and procurement 0.0 0.0
4 Aviation reforms -- airport auctions, efficient airspace management, MRO 0.0 0.0
5 Power sector reforms -- Tariff Policy, DISCOM privatisation in UTs 0.0 0.0
6 Promoting private investment in social infrastructure 81.0 81.0
7 Boosting private participation in space activities 0.0 0.0
8 Opening nuclear energy to private sector for cancer research and food preservation 0.0 0.0
Total 81.0 81.0
% of GDP 0.04% 0.04%

Source: Government, NSE.

Figure 46: Details of measures announced in the third tranche of the Rs20trn economic package
S no.  Measures Total stimulus Fiscal cost
(Rs bn) (Rs bn)
1 Agriculture Infrastructure Fund for farm -gate infrastructure 1,000.0 0.0
2 Formalisation of Micro Food Enterprises (MFES) 100.0 100.0
3 Pradhan Mantri Matsya Sampada Yojana (PMSSY) for fisheries 200.0 200.0
4 National Animal Disease Control Programme 0.0 0.0
5 Animal Husbandry Infrastructure Development Fund 150.0 0.0
6 Promotion of Herbal Cultivation 40.0 40.0
7 Beekeeping initiatives 5.0 5.0
8 Extension of Operation Greens to all fruits and vegetables 5.0 5.0
9 Amendments to Essential Commaodities Act 0.0 0.0
10 Agriculture marketing reforms 0.0 0.0
11 Agriculture produce price and quality assurance 0.0 0.0
Total 1,500.0 350.0
% of GDP 0.8% 0.2%

Source: Government, NSE.
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Figure 47: Details of measures announced inthe second tranche of the Rs20trn economic package

S no. Measures Total stimulus Fiscal cost
(Rs bn) (Rs bn)

1 Free food-grain distribution to migrants for two months 35.0 35.0
2 100% national portability of Public Distribution System by March 2021 0.0 0.0
3 Interest subvention of 2% for MUDRA -Shishu loans for 12 months 15.0 15.0
4 Special credit facility for street vendors 50.0 50.0
5 Affordable rental housing complexes for migrant workers/urban poor 0.0 0.0
6 Employment push using CAMPA funds 60.0 0.0
7 Additional emergency working capital funding for farmers through NABARD 300.0 0.0
8 Concessional credit through Kisan Credit Cards 2,000.0 0.0
9 Extension of Credit Linked Subsidy Scheme 700.0 0.0
Total 3,160.0 100.0

% of GDP 1.6% 0.05%

Source: Government, NSE.
Figure 48: Details of measures announced in the first tranche of the Rs20trn economic package

S no. Measures Total stimulus Fiscal cost
(Rs bn) (Rs bn)

1 Emergency Credit Line to standard MSMEs 3,000.0 0.0
2 Subordinate debt for stressed MSMEs 200.0 40.0
3 Fund of Funds for equity infusion into MSMEs 500.0 100.0
4 Disallowing global tenders in Government procurement 0.0 0.0
5 Extended PF contribution 28.0 25.0
6 Reduction in statutory PF contribution 67.5 0.0
7 Special Liquidity Scheme for NBFCs/HFCs/MFIs 300.0 0.0
8 Partial Credit Guarantee Scheme 2.0 for NBFCs 450.0 0.0
9 Liquidity infusion by PFC/REC into DISCOMs 900.0 0.0
10 Relief to contractors 0.0 0.0
11 Extension of RERA timelines for real estate projects 0.0 0.0
12 TDS/TCS reduction 500.0 0.0
13 Immediate release of pending refunds to charitable trusts/non -corporate businesses & professions 0.0 0.0
14 Extension of due date of income-tax return and tax audit 0.0 0.0
15 Extension of date of assessments getting barred 0.0 0.0
16 Extension in payment date for Vivad se Vishwas Scheme 0.0 0.0
Total 5,945.5 165.0

% of GDP 3.0% 0.08%

Source: Government, NSE.
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Figure 49: Details of overall stimulus package announced under Atmanirbhar Bharat Scheme
Measures Announcement date Amount (Rs trn)

Fiscal measures

Tranche 1 on MSME, DISCOMs and ETFs 13-Apr-20 5.95
Tranche 2 on poor, migrant labour and farmers 14-Apr-20 3.10
Tranche 3 on agriculture and allied sectors 15-Apr-20 1.50
Tranche 4 on structural reforms to push investments 16-Apr-20 0.08
Tranche 5 on NREGA, state finances and ease of doing business 17-Apr-20 0.40
Revenue loss due to tax concessions since March 22', 2020 0.08
Pradhan Mantri Garib Kalyan Package 26-Mar-20 1.70
Spending on healthcare 0.15
Total fiscal measures 12.95
% of GDP 6.5%
Total monetary measures (actual) 8.02
% of GDP 4.0%
Total stimulus provided by Atmanirbhar Bharat package 20.97
% of GDP 10.5%

Source: RBI, Government, Media, NSE.
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RBI cuts policy rates by a further 40bps; eases liquidity and financial stress

In another off -cycle policy meet concluded on May 22", the Monetary Policy Committee (MPC) reduced rates by another
40bps, citing the need to address growth concerns sooner than later in the w ake of a much adverse macroeconomic
impact of COVID-19 than envisaged earlier. This takes the repo and the reverse repo (the de facto policy rate in the
current surplus liquidity environment) rates to 4% and 3.35%, translating into a total cut this year of ~ 115bps and 155bps
respectively. While refraining from giving estimates, the RBI expects Indian economy to contract in FY21 and inflation
to remain elevated in HLFY21 amid persisting supply dislocations.

A host of other measures were also announced, extensions to some already announced in the past, to improve
availability of liquidity further, support foreign trade and ease financial stress of corporates as well as state governments
The moratorium on term loans and working capital facilities was extended by three months on expected lines.
Additionally, the exclusion of moratorium/deferment period from asset reclassification and resolution timeline would
serve to alleviate stress on the banking sector.

The Central Bank has remained proactive in taking swift policy actions to mitigate the liquidity shock caused by COVID -
19, with liquidity easing measures announced since Feb’20 adding up to Rs9.4trn or 4.6% of GDP. While rates at the
short-end have accordingly dropped meaningfully (3M/1Y G -sec yield down 235/175bps YTD), spreads at the long -end
remain elevated, probably reflecting the supply overhang. In this context, we expect more open market purchases at
the long-end (or Operation Twist), including potential partial monetisation of the fiscal deficit in a weak demand
environment and a benign inflation trajectory ahead. On policy rates, space remains available for another 25 -50bps cut
in this fiscal, ceteris paribus, but effectiveness is contingent on transmission.

1 Policy rates slashed by 40bps: In an off-cycle policy meet today, the MPC decided
to cut policy rates by 40bps with a 5:1 vote, citing the need to address growth

RBI cuts policy rates by
40bps, translating into

concerns sooner than later in the wake of a much adverse macroeconomic impact cumulative cuts in
of COVID-19 than envisaged earlier. This takes the repo and the reverse repo (the repo/reverse repo rate this
de facto policy rate in the current surplus liquidity environment) rates to 4% and year by 110bps/135bps

3.35%, translating into a total cut this year of 115bps and 155bps respectively. The
Marginal Standing Facility (MSF) and Bank rate stand reduced to 4.25%. The MPC
expects GDP to contract in FY21, even as it refrained from giving forecasts given

heightened uncertainty, and inflation trajectory to remain benign barring near -term

pressure owing to persisting supply dislocations. Further, the MPC has voted to

maintain an accommodative stance for as long as necessary to revive growth,
thereby keeping the room open for further rate cuts.

1 RBI announces measures to ease financial stress : The RBI also announced
several measures to make debt servicing easier and improve access to working Our reports on earlier
capital. These include a) Extension of moratorium on instalments on term loans measures announced by

outstanding as on March 1, 2020 by another three months until August 31 *, 2020, the RBI:

without resulting in asset classification downgrade, b) Easier working capital 1. COVID19 policy
financing and servicing: Deferment period on interest payment on working capital response: Rs1.7trn fiscal
facilities has been extended by another three months until August 31 , 2020, push, Rs3.74trn liquidity
without resulting in asset classification downgrade or an adverse impact on the boost (March 27, 2020)

borrower’s credit history. The accumulated interest over this period would be 2. RBI stems up policy
permitted to be converted into a funded interest term loan to be repaid by the end response. over to the
of the current financial year. Lending ins titutions may also recalculate drawing Government now ( April
power of borrowers by reducing margins and/or reassessing working capital cycle 17, 2020)

till the extended period, c) Extension of resolution timeline: Lending institutions are
permitted to exclude the moratorium/deferment per iod from the calculation of
review and resolution periods, and d) Group exposure limit under the Large
Exposures Framework increased from 25% to 30% of the bank’s eligible capital
base, applicable until June 30, 2021.
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1 Measures to improve functioning of markets and support foreign trade: To
facilitate SIDBI to meet long -term funding requirements of small industries, the
RBI decided to rollover the special refinancing facility of Rs150bn announced on
April 17™ by another three months. The RBI has extended the deadline for FPIs to
utilise at least 75% of the allotted limit under the Voluntary Retention Route (VRR)
from three months to six months. A slew of measures were announced to support
foreign trade in the wake of a sharp drop in domesti c/external demand and global
supply chain disruptions including a) an extension in the permissible period of
export credit from 12 months to 15 months for disbursements made up to July 31 ¢,
2020, b) a credit facility of Rs150bn to the EXIM Bank for 90 day s with rollover up
to one year to meet its foreign exchange requirements, and c) extension of time of
payment for imports from six months to 12 months from the shipment date for
imports made on or before July 31 *, 2020.

9 Liquidity support of Rs133bn for states: To ease the stress on State Government
finances, the RBI has relaxed the withdrawal rules from the Consolidated Sinking
Fund—a fund maintained by State Governments with the RBI as a buffer for
repayment of their liabilities, thereby enabling St ates to deal with the redemption
pressures. This would provide an additional funding of Rs133bn to States.

1 Expect more OMOs/deficit monetisation ; transmission critical: The RBI, on
several occasion, has highlighted the need to do ‘whatever it takes’ to contain the
economic and liquidity shock caused by COVID 19 pandemic. This is reflected in
the proactive policy response by the RBI thus far. The liquidity easing measures
announced since Feb’20 adds up to Rs9.4trn or 4.6% of GDP. Consequently, while
rates at the short-end have come off meaningfully (3M/1Y G-sec yield down
235/175bps YTD), spreads at the long-end remain elevated, probably reflecting the
supply overhang. In this context, we expect the RBI to do more open market
purchases at the long-end (or Operation Twist), and/or partly monetise fiscal deficit
particularly given a collapsed demand environment and a benign inflation trajectory
ahead (The RBI expects inflation to fall to sub -4% by Q3FY21). On policy rates,
there’s space available for another 25-50bps cut in this fiscal, ceteris paribus, but
its effectiveness is contingent on speedy transmission.

Figure 50: Changes in key policy rates

Key rates Previous value Current value
Repo Rate 4.4% 4.0%
Reverse Repo Rate 3.75% 3.35%
Marginal Standing Facility (MSF) Rate 4.65% 4.25%
Bank Rate 4.65% 4.25%
Cash Reserve Ratio (CRR) 3% 3%
Statutory Liquidity Ratio (SLR) 18.0% 18.0%
Source: RBI
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Figure 51: Policy rates slashed by 40bps: repo/reverse repo rates now at 4%/3.35%

Cumulative cuts in repo and reverse repo rates in 2020 thus far stand at 110bps/155bps.
%
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Source: RBI, CMIE Economic Outlook, NSE.

Figure 52: Net lending under RBI’s Liquidity Adjustment Facility

Systemic liquidity has remained in surplus since June and has increased sharply over the last couple of months, thanks
to continued liquidity injection by the RBI through various conventional as well as unconventional measures. Net liquidity
absorption under the RBI's Liquidity Adjustment Facility has averaged at Rs4.9trn during the period March 27 -May 20",
The amount of outstanding money parked by banks with the RBI surged to as high as Rs 8.5trn on May 5", averaging at
Rs 7.3trn during the same period.
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Source: CMIE Emnomic Outlook, NSE
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Figure 53: India sovereign yield curve

The India sovereign yield curve has steepened over the last couple of months, with the drop in yields seen only up to
three-year maturity papers, thanks to a steep 155bps cut in reverse repo rate which has effectively become the policy
rate in surplus liqu idity conditions. A slew of liquidity easing measures taken by the RBI, including the LTROs and TLTROs
(Targeted Long-term Repo Operations) and a huge surplus systemic liquidity, have brought the shorter -end of the yield
curve lower. The longer-end, however, has remained steady—a reflection of strengthened growth concerns, massive FPI
outflows and a huge demand-supply mismatch amid heavy supply of G -secs. With the combined fiscal deficit expected
to significantly overshoot budget estimates in FY21, supply o f central as well as state papers is expected to be huge this
year, thereby putting continued pressure on the long -end of the curve.
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Figure 54: Spreads between 10 -year G-sec and repo rate
10-year G-sec yield vs. Repo rate

8.5 = 10-year G-sec yield Repo rate Spread (R) 250
8.0
7.5 200
7.0

150
6.5
6.0 —I_,

100
5.5

1\

5.0 50
45

4.0 l0
NJEPC NN SN T TS RN G B B R T X B N BN S S U BN SR B PO

N § PAES AL A SR A Y ! A ; AV T A T 1 2 %
Q\'zﬁ N N ‘?*Q% R & %o“ & &L Q\’Zi‘ & Q{zﬁ N N ‘?9% R & %o“ & L Q\é & Q\'ﬁ

Source: RBI, Refinitiv Datastream, NSE

e
45/133



O NSE Market Pulse

May 2020 | Vol. 2, Issue 5

Figure 55: Bank lending rates vs. policy rate

The weighted average lending rate for fresh loans fell by a steep 43bps in March alone (-46bps in 1Q 2020) even as
lending rate on outstanding loans fell by a meagre 11bps (-14bps in 1Q 2020). A pick -up in monetary transmission in
the credit markets is cru cial for the cut in policy rates to be effective in reducing the cost of borrowing for the real
economy.
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Food inflation rises in April amid supply bottlenecks

The decline in food inflation witnessed over the last couple of months has been expectedly halted, albeit temporarily,
owing to lockdown -induced supply -side bottlenecks. Food inflation (36.7% of the CPI basket) picked up by ~80bps MoM
to 8.6% led by a jump across the board (except fruits). Within core inflation, while health inflation moderated to series -
low levels, housing inflation inched up modestly. Price collection of other categories has not happened owing to
unavailability of transaction data.

A meaningful deterioration in consumption demand, coupled with a sharp drop in commaodity prices including crude oil ,
is expected to keep core inflation benign. With inflation unlikely to emerge as a concern (RBI expects inflation to ease
to sub-4% in the second half of the current fiscal ) and growth expected to fall to unprecedented low levels, we expect

the RBI to cut rates further this fiscal, by at least another 25-50bps, ceteris paribus, and continue injecting liquidity in

the system.

1 Lockdown impacts data c ollection: Retail prices are collected from field visits to
selected 1114 urban and 1181 villages in the country on a weekly roster. In the
wake of nation-wide lockdown, price collection through personal visits were
suspended w.e.f. March 19", Data collection for the month of April has taken place
from 674 urban and 524 villages for commodities that were transacted and were
available during the lockdown. Due to limited transactions in April, price movement
for several sub-groups were not compiled.

1 Food inflation picks up amid supply bottlenecks: The lockdown-induced supply -
side bottlenecks have temporarily halted the decline in food inflation witnessed Food inflation picked up in
over the previous few months. Food inflation (36.7% of the CPI basket) picked up April amid supply -side
by ~80bps MoMto 8.6% led by a jump across the board (except fruits). Among bottlenecks.
major food items, inflation in cereals/pulses (~12% of the CPI basket) jumped to
71/45 -month high of 7.8%/22 .8%, spices inflation surged to the series -high (since
Jan’12) of 12.8% and inflation in oils & fats picked up to 86-month high of 10.8%.

While fruit inflation moderated for third month in a row, vegetable inflation
remained elevated (+23.6% in Apr'20) amid supply constraints. Within core
inflation, while health inflation moderated to series -low levels, housing inflation
inched up by a modest 25bps MoM to 3.9%. Price collection in other categories has
not happened due to limited transaction data.

1 RBI to ease further: Even as data collection is expected to be a challenge in
April/May, other high frequency indicators viz. auto sales, merchandise trade and
PMI, amongst others, confirm the extent of economic shock caused by COVID -19
and attendant measures undertaken to contain the spread. Food inflation is
expected to temporarily remain elevated amid supply constraints, but a significant
deterioration in domestic demand, coupled with a sharp drop in commaodity prices
included crude oil, is likely to keep core in flation benign. The RBI expects headline
inflation to fall to the sub -4% in the second half of the fiscal, partly supported by a
favourable base. With inflation unlikely to be an impediment to rate cuts, we expect
the RBI to slash policy rates by another 25-50bps, ceteris paribus, with particular
focus on ensuring adequate systemic liquidity through conventional as well as
unconventional tools .
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Figure 56: Consumer price inflation in April 2020 (%Yo0Y)
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Weight (%)

CPI
Core CPI inflation* 44.9
Food & Beverages 45.9
Cereals and products 9.7
Egg 0.4
Milk and products 6.6
Oils and fats 3.6
Fruits 29
Vegetables 6.0
Pulses and products 24
Sugar and confectionary 14
Spices 25
Non-alcoholic beverages 1.3
Pan, Tobacco & Intoxicants 2.4
Clothing & Footwear 6.5
Housing 10.1
Fuel & Light 6.8
Miscellaneous 28.3
Health 5.9

NA
NA

8.6
7.8
9.0
9.4
10.8
2.7
23.6
22.8
10.3
12.8
2.2
NA
NA
3.9
NA
NA
2.8

5.8
3.9

7.8
53
5.6
6.5
7.5
3.6
18.6
15.8
3.9
9.8
2.2
4.7
21
3.7
6.6
4.4
4.2

3.0 4.8 3.4

46 4.0 5.8
1.4 6.0 0.7
1.2 2.1 2.8
1.9 2.3 45
0.4 1.8 2.9
0.7 2.1 2.9

(4.9) 2.3 0.7
2.9 (5.2) 21.3

(0.8) (8.3) 9.9

(4.0) (7.0) 0.8
0.8 2.2 4.4
3.2 2.6 2.6
43 4.2 6.2
2.0 1.6 4.1
48 45 6.7
2.6 1.3 5.7
5.1 4.4 5.8
8.4 6.3 7.1

Source: CSO, NSE* Headline inflation excluding food & beverages, pan, tobacco & intoxicants and fuel & light. NA = Not Available.

Figure 57: India inflation vs. interest rates
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Figure 58: India consumer price inflation (CPI)
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Figure 59: Category -wise contribution to India consumer price inflation (CPI)
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Figure 60: Category -wise contribution to India Food and Beverages inflation (CPI)
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WPI inflation moderates in -line with retail inflation: ~ Wholesale price inflation
(WPI) also declined further in March a four -month low of 1.0%. This was mainly due
to a significant decline in primary (+3.7% YoY —14-month low) and fuel & power ( -
1.8% YoY) inflation. Within primary articles, food inflation fell to a 13-month low of
4.9%, -290bps MoM, non-food primary articles inflation declined by a huge 490bps
MoM to 1.9%, and crude, petroleum & natural gas remained in deflation for the
second month in a row at -7.8% YoY owing to a sharp drop in crude oil prices. Fuel
& power category was pulled into deflation by mineral oils, registering a price
decline of -8.2% YoY, partly offset by higher electricity inflation (+9.9% —the
highest in the series). Manufactured products inflation remained steady at a modest
0.3% YoY.

The gap between retail and wholesale inflation widened to a four -month high of of
490bps in Mar'20, reflecting a) a much higher weight of food in the retail basket
(45.9%) as compared to the wholesale basket (15.3%), where price drop has been
quite sharp over the last couple of months and b) a higher weightage of
manufactured goods in the wholesale basket (64.2%) as compared to the retail
basket, where prices have remained broadly steady but are expected to fall owing
a significant deterioration in dome stic demand due to COVID-19 contagion.

Figure 61: Wholesale price inflation for March 2020 (%YoY)
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WPI inflation moderated to
a four-month low of 1% in
March 2020.

FY20TD FY19TD
1.7 43

6.9 2.7
1.7 115
0.3 3.7

6.9 0.6

Weight (%)
WPI 1.0 2.3 3.1
Primary articles 22.6 3.7 6.7 4.9
Fuel & power 13.2 (1.8) 3.4 4.6
Manufactured products 64.2 0.3 0.4 2.2
Food group 24.4 55 7.3 3.6

Source: CSO, NSE

Figure 62: India wholesale price inflation (WPI)

Source: Refinitiv Datastream, NSE
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