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MARKET UPDATE  

 

October is off to a rocky start, with the Nifty down 3.9% 

MTD and down -5.6% from all time highs.   

 

Factors Driving the Weakness in Equities 

Macro Factors - we note weakness in recent 8 core 

industry data, across cement production, coal output, 

and electricity generation.  We’re seeing additional 

weakness in vehicle registrations, exports.  

Government spending has not shown indications of 

pickup post elections. Despite strong announcements, 

market action isn’t supportive of the news flow.  Credit 

data across personal loans, home loans, services, travel 

has decelerated from very high growth to low double 

digit growth.  Services PMI has decelerated from stellar 

60 plus levels to still solid 57-58 levels.  Oil products 

consumption has fallen 1.6% y/y. 

 

Flows – FIs have sold heavily in the past week, with 

outflows nearing INR 30k crores, not including today 

and Friday.  The China stimulus has no doubt been a 

factor in pulling money away from India.   Secondly, 

regulatory changes in the F&O market have also 

contributed to small retail deleveraging, exiting the 

derivatives markets and adding to volatility. 

 

A separate factor drawing money out of listed equities 

has been the blistering IPO market, with deal count at 

the highest levels in at least a decade, and deal flow 

exceeding USD 54 billion over the past 12 months.  

That’s drawn money away from listed equities. 

 

Infrastructure Investment –Defence, PSEs, PSUs and 

infra have been laggard sectors the last 3 months. 

 

Additional factors weighing on equities include the 

ratcheting up of war tensions between Israel-Iran, 

and arguably worries about electoral implications 

from recent state exit polls. 

 

Outlook 

We’ll address these factors in detail in coming days.  

Net net, these factors have combined to marginally 

increase the uncertainty for Indian equities.  The 

critical question then is determining the impact on the 

India story. 

 

We continue to classify the domestic economic data 

as healthy.  What we’re noting is a possible 

deceleration in growth from strong levels.   

 

It is difficult to make a reliable judgement on volatile 

data series.  The weak numbers could be the result of 

high base effects from Aug 2023.   

 

We are heading into a seasonally strong time of the 

year with the onset of Diwali and wedding season.  

Should weakness in the economy persist, we expect 

the RBI to respond with rate cuts.   

 

Lower crude oil, low inflation, and lower interest 

rates look set to provide a boost to CY Q3 earnings, 

and going forward.   

 

The U.S. economy remains in surprising decent 

shape, with an improving employment picture, 

declining interest rates, low inflation and a Fed that 

remains accommodative.   
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We expect budgeted allocations for infrastructure 

spend will be disbursed, and possibly be back-end 

loaded.  Should some funds be allocated towards 

populist measures, those too will find their way back 

into the economy. 

 

While FI flows can dominate in the short term, SIP data 

remains solid and a significant amount of cash on the 

sidelines would look to enter markets as earnings 

come forward and valuations become more attractive. 

 

The rapid financialization of Indian savings is set to 

continue.  Indian investors get that they need to own 

asset classes that outperform inflation. 

 

Significant additional domestic capital will continue to 

make its way into Indian equities.  Increasingly, India’s 

weight in global equity benchmarks is also 

contributing to rising overseas inflows. 

 

On valuations, the yield gap model continues to 

indicate no preference between bonds or equities, 

suggesting equities remain equally attractive 

relative to bonds. 

 

India Story Remains Intact 

The key pillars of the India story, attractive 

demographics, a young growing workforce, attractive 

labor cost advantage, rising per capita income, 

manufacturing incentives, China plus one, an 

increasingly skilled workforce, and a government 

committed to pouring money into growing 

infrastructure and creating jobs remains in place.    

 

 

 

 

U.S. Employment Improving, Economy Resilient 

Separately, the global economy, particularly the U.S. 

employment picture appears to be improving, 

benefitting from investments in AI and data centers.   

 

Asset Allocation 

On the rise in uncertainty in outlook, we take the 

prudent course of action to marginally trim our 

asset allocation to small and mid-caps, still 

remaining slightly over-weight mid and small and 

over-weight large caps.  (see our asset allocation table 

on page 11-12).   

 

We turned bullish on mid and small caps in Apr 2022 

and equities in June 2022.   

 

With a global rate cut cycle unfolding, likely rate 

cuts by the RBI later this year, lower interest rates, 

low inflation, benign crude, a global tech 

investment cycle alongside domestic investment, 

the track record of the Indian equities over the past 

decade and longer, suggests that the correct 

positioning is to stay invested and ride out the noise. 

 

Should volatility persist in the coming quarter, we’d 

flip to being buyers of equities at more reasonable 

valuations, with attractive earnings visibility and 

growth triggers. 
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KEY CALLS FROM PAST COMMENTARIES 

 

 

 

 

 

 

 

Know the Now – Tactical Asset Allocation Views – Timeline 

 

 
 

  

 Hedge in March 2020, Exited Hedge at the Bottom March 24, 2020 

 Neutral Summer 2020 

 Bullish Fall 2020 – Nov 2021 

 Cautious Nov 2021 – Expected a 10-15% Correction 

 Bullish in June 2022, Reiterated in April 2023 post the Regional Bank crisis 

 Tilt to Mid & Small Caps in Apr 2022, Reiterated in May 2023 

 

 “ 
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Global Index Performance 
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Leadership Stocks – U.S. & India 

 

 

Nifty Sectors 
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Crude Oil, Commodities and Precious Metals 
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Interest Rates and Inflation  
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Tactical Asset Class Rationale 

Equities Over Weight Rationale 

India 

Equities 

Over Weight & 

Stagger 

Outlined in the commentary, we continue to remain over-weight equities and prefer staggered 

deployments into equities.  We remain over-weight across large, less so in mid and small caps, with a 

preference for large caps on valuation.  We prefer predictable, dominant business models, with 

earnings visibility, riding structural trends, at reasonable valuations. 

U.S. Equities Market Weight 

Indian HNI portfolios are dramatically underweight U.S. equities.  Diversification provides strong 

portfolio optimization benefits, particularly the Nasdaq. U.S. equities have dramatic barriers to entry 

and global leadership, with an emerging AI wave.  We recommend staggered accumulation.  

Europe  Under Weight 
Growth in India, emerging markets is likely to outpace European growth and therefore we find limited 

triggers to own broad exposure to European equities, particularly in light of recent unrest. 

Emerging 

Markets 

Selectively 

Positive  

We remain cautious on China, a large weight in the EM.  Other emerging markets such as Vietnam are 

attractive, reasonably valued, and garnering global market share.  Taiwan seems set to ride the AI 

wave.  India remains the standout outperformer, alongside Taiwan.  

Hedge 

Funds 
Neutral 

Hedged portfolios provide an attractive complement to equity portfolios, providing a diversifying non-

correlated asset class that enhances risk adjusted return. We are market-weight given attractive 

opportunities in other sub-asset categories. 

Long Short 

(Absolute 

Return) 

Over Weight 

Long short funds have consistently delivered post-tax 8% returns are a worthy consideration for 

portfolios.  Due to the sharp rally the environment is favourable for L/S strategies. We remain 

marginally over weight. 

Fixed Income Slight U/W Rationale 

Duration Under Weight 

We increase our weight in duration to market weight. Duration portfolio offers a good opportunity for 

taking advantage of the expected rate cuts post the Inflation Number Release. Expected US rate cuts 

and likely action from RBI in similar fashion offers an opportunity to add duration to the portfolio. 

Although, challenge of timing the duration remains both while entering and exiting the strategy. 

Accrual 
Selectively 

Positive 

Accrual space offers good opportunity to lock in yields. Investors will enjoy good returns based on 

their ability to lock in spreads in quality papers available currently. Dual advantage of constant high 

spread and roll down will result in good returns. The near and belly of the curve offers good options 

for investors. 

Credit Risk 
Selectively 

Positive 

Rich pickings are available in credit space of lesser understood / lesser known issuers and they offer 

attractive risk reward opportunities for risk savvy investors.  Post RBI change in norms for NBFCs, 

spread widening for certain subsectors is likely. While there could be higher returns, they will come 

with higher risks too and investors are cautioned to be mindful of same while taking advantage of 

richer pickings available. 

REITs 
Selectively Over 

Weight 

Real estate investment trusts (REITs) lagged in 2020 and 2021 due to the impact of Covid on retail and 

urban office space. However, REITs recovered in 2022. During an uncertain and inflationary 

environment, REITs offer an attractive inflation hedge that provides exposure to fixed assets.  We 

recommend exposure be considered only with strong due diligence on a case by case bottom up basis. 

InvITs Over Weight 
Infrastructure Investment trusts offer an attractive opportunity to invest in diversified portfolio of 

assets generating an attractive yield through regular income distribution 

Alternate Strategic Weight Rationale 

Private 

Unlisted 

Selectively 

Positive 

We are selectively positive and expect significant value and wealth creation in the unlisted space in 

India primarily led by Technology, Financial and New Age Consumption companies. 
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Our Direct Deal Thesis focuses on late stage companies with significant market share & profitability 

and our Manager Selection in early stage investments focuses on fund managers with established 

track record across cycles. 

Precious 

Metals 
Strategic Weight Rationale 

Gold  Strategic 
We are market weight in Gold as a hedge against inflation, debasement of the US dollar, and concerns 

on the ever increasing US debt.  

Silver Tactical   

We increase our exposure to Silver on the rising demand for the metal in industrial production, 

demand outstripping supply and the Gold/Silver Ratio being much higher than the historical long-

term average. 
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Ambit Global Private Client - Asset Allocation & Investment Committee 

The Ambit GPC Asset Allocation & Investment Committee (AAIC) is a group comprised of the CEO, Head of Products and 

Alternates, Chief Investment Strategist and Head of Fixed Income (listed below). The team has over 100 years of collective 

investment experience in markets.  The AAIC meets monthly and as necessary during periods of market volatility to discuss the 

economy and markets. The committee determines the investment outlook that guides our advice to clients. The AAIC continually 

monitors developing economic and market conditions, reviews tactical outlooks and recommends asset allocation model 

changes, as well as analysis, investment commentary, portfolio recommendations and reports. 

 
Tactical Allocation Weights Vs Strategic 
 

 

Wealth Profiles - Summary 

Strategic Asset Class Weights by Profile 
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Ambit GPC Wealth Profiles  - Strategic Weights 
 

The Ambit GPC Asset Allocation & Investment Committee (AAIC) provide guidance on asset allocation via our wealth 

profile models below.  The models are listed on a scale of rising return and rising risk and represent the most 

common investor profiles that we base our portfolio construction around. 

 
 

Wealth Conservation Income 

  
 

 

 

 

 

 

 

 

 

Balanced Growth  Moderate Growth 

 
 

 

 

 

 

 

 

 

 

 

Aggressive Growth 
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Sources: All sources unless otherwise noted are Bloomberg, NSE. 

Disclaimer:  

This presentation / newsletter / report is strictly for information and illustrative purposes only and should not be considered to 

be an offer, or solicitation of an offer, to buy or sell any securities or to enter into any Portfolio Management agreements. This 

presentation / newsletter / report is prepared by Ambit Wealth Private Limited (AWPL) strictly for the specified audience and is 

not intended for distribution to public and is not to be disseminated or circulated to any other party outside of the intended 

purpose. This presentation / newsletter / report may contain confidential or proprietary information and no part of this 

presentation / newsletter / report may be reproduced in any form without the prior written consent of AWPL. If you receive a 

copy of this presentation / newsletter / report and you are not the intended recipient, you should destroy this immediately. Any 

dissemination, copying or circulation of this communication in any form is strictly prohibited. This material should not be 

circulated in countries where restrictions exist on soliciting business from potential clients residing in such countries. Recipients 

of this material should inform themselves about and observe any such restrictions. Recipients shall be solely liable for any 

liability incurred by them in this regard and will indemnify AWPL for any liability it may incur in this respect. 

 

Neither AWPL nor any of their respective affiliates or representatives make any express or implied representation or warranty 

as to the adequacy or accuracy of the statistical data or factual statement concerning India or its economy or make any 

representation as to the accuracy, completeness, reasonableness or sufficiency of any of the information contained in the 

presentation / newsletter / report herein, or in the case of projections, as to their attainability or the accuracy or completeness 

of the assumptions from which they are derived, and it is expected that each prospective investor will pursue its own 

independent due diligence. In preparing this presentation / newsletter / report, AWPL has relied upon and assumed, without 

independent verification, the accuracy and completeness of information available from public sources. Accordingly, neither 

AWPL nor any of its affiliates, shareholders, directors, employees, agents or advisors shall be liable for any loss or damage 

(direct or indirect) suffered as a result of reliance upon any statements contained in, or any omission from this presentation / 

newsletter / report and any such liability is expressly disclaimed.  

 

This presentation / newsletter / report is exclusively for Non-Broking Products/Services where AWPL is just providing 

services/distributing a Product as a Distributor. All disputes with respect to the distribution activity, would not have access to 

Exchange Investor Redressal Forum or Arbitration Mechanism. 

 

You are expected to take into consideration all the risk factors including financial conditions, Risk-Return profile, tax 

consequences, etc. You understand that the past performance or name of the portfolio or any similar product do not in any 

manner indicate surety of performance of such product or portfolio in future. You further understand that all such products are 

subject to various Market Risks, Settlement Risks, Economical Risks, Political Risks, Business Risks, and Financial Risks etc. You 

are expected to thoroughly go through the terms of the arrangements / agreements and understand in detail the Risk-Return 

profile of any security or product of AWPL or any other service provider before making any investment. You should also take 

professional / legal /tax advice before making any decision of investing or disinvesting. AWPL or its associates may have 

financial or other business interests that may adversely affect the objectivity of the views contained in this presentation / 

newsletter / report. The strategy of the portfolio selected at the time of investment the performance of your portfolio may vary 

from that of other investors and that generated by the Investment Approach across all investors because of the timing of inflows 

and outflows of funds; and differences in the portfolio composition because of restriction and other constraints 

 

AWPL does not guarantee the future performance or any level of performance relating to any products of AWPL or any other 

third party service provider. Investment in any product including mutual fund or in the product of third party service provider 

does not provide any assurance or guarantee that the objectives of the product are specifically achieved. AWPL shall not be 

liable for any losses that you may suffer on account of any investment or disinvestment decision based on the communication 

or information or recommendation received from AWPL on any product. Further AWPL shall not be liable for any loss which 

may have arisen by wrong or misleading instructions given by you whether orally or in writing. Investments are subject to 

market risks, read all product/ Service related documents carefully. 

   Ambit Global Private Client – Asset Allocation & Investment Committee  

 

  Amrita Farmahan Mahesh Kuppannagari Sunil A. Sharma 

  CEO  Head – Products & Advisory Chief Investment Strategist 

 Amrita.farmahan@ambit.co Mahesh.kuppannagari@ambit.co Sunil.sharma@ambit.co 
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