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Global economic uncertainties around Greece and the repercussions it may have on other EU countries specially 
Italy, Portugal and Spain which are closer to elections in the next 9 months were the latest topics of discussion last 
month. Greece is small in the overall scheme of things with around Euro320bn of debt, the real danger to the EU 
may be on account of Italy/Spain/Portugal with much larger debt on their balance sheets. Italy alone has a debt in 
excess of Euro 2.4 tn. However, the recent bailout of Greece should come as a big relief for the markets. 
 
Greece aside, China A share market is another point of discussion with extreme volatility. Shanghai Composite 
Index has now corrected by 24% + from its recent high. The Chinese government along with the central bank is 
trying to support the markets with rate cuts and market stabilisation fund. News flow around China will remain a 
focus area over the next few weeks. 
  
Back home, India monsoon started on a very strong note with June 2015 seeing 16% above long term average 
rainfall with spatial distribution being on the positive side. July will be an important month to gain a better 
understanding on the impact on crops this year. There are conflicting views with the government agency IMD 
predicting 8-10% below normal rainfall during the month while the private agency Skymet predicting a normal 
monsoon month.  The first week of July has been quite weak and hence monsoon till date stands at normal levels 
compared to 16% above normal at the end of June. 
  
Q1FY16 results season is expected to be another weak quarter for India with consensus expecting -2% to +5% 
profit growth. Given weak economic environment and gradual pickup in government capex along with sharp 
correction in commodity prices, sales growth is likely to be on the weaker side, however profit margins will remain 
healthy with improvement continuing. 2HFY16 is likely to see base improving on low commodity prices and hence 
on a like to like basis earnings growth is expected to pick up, also government capex is expected to grow in a larger 
manner supporting earnings growth.  
 
The government is pushing for the passage of The GST bill and The Land Acquisition Bill in the monsoon session of 
parliament starting July 21, 2015. However, with the congress and other opposition parties demanding resignation 
of the External Affairs Minister and the Chief Minister of Rajasthan over the Lalit Modi episode, it remains to be 
seen whether any meaningful business is able to be transacted during the session. 
  
With several headwinds as articulated above as a backdrop it is unlikely that markets will report any meaningful 
positive performance in the near term. Stock selection will remain the key and most likely growth as a theme will 
continue to deliver above average performance. For our portfolio companies we continue to expect healthy 
double digit profit growth of >20% during the quarter and are optimistic on overall growth as we progress towards 
the end of the current calendar year. 
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Events are fast unfolding then is expected. This has created high volatility in the market. Both global as well as 
domestic factors are impacting the market like never before. The month of June 2015 was very volatile for global 
markets due to Greece Exit concerns in Europe and the rise in bond yields in developed economies on back of 
better economic data. Indian bond markets were also volatile. The 10 year bond yield went up by 22 bps points 
during the month closing at 7.86% from 7.64% at the beginning of the month.  
 
RBI in its policy meeting on 2nd June 2015 cut the policy rates by 25bps and kept all other rates unchanged. Though 
RBI cut the policy rates by 25bps, the yields went up due to the hawkish commentary by RBI. Currency remained 
stable with INR /USD ending the month at 63.65 from 63.70 at the start of the month. On the macro front, the 
outlook for inflation has improved in recent weeks due to the strong start to monsoon season. Rains have been 
16% above normal in June 2015, resulting in an improvement in sowing patterns for major crops (pulses and 
oilseeds).  
 
May CPI inflation rose as expected to 5.0% y-o-y (from 4.9% in April 2015) led by higher crude. Meanwhile, core 
CPI (ex. food & fuel) picked up (4.7% y-o-y vs. 4.2% in April). Brent crude remained range bound for the month 
which helped INR stay in a tight range for the month. 
 
The fiscal deficit (central government) contracted 36.3% YoY in May-15 versus an increase of 12.4% YoY in April 
2015. May trade deficit narrowed to USD 10.4 bn vs. prior month's deficit of USD 11.0 bn, aided by a fall in gold 
imports. Imports growth contracted by 16.5% YoY in May, compared to prior month's contraction of 7.5%. 
Meanwhile, the oil import bill increased to USD 8.5 bn from USD 7.4 bn recorded in April. Exports growth 
contracted for the sixth consecutive month, by 20.1% YoYin May 2015. The risks to further policy easing arise from 
deficient monsoon, higher oil prices and emerging market selloff post Greece exit, if any. Going forward we 
continue to expect RBI to cut the policy rates further by 25 bps during the Sept - Dec 2015 quarter. Though RBI 
remains data dependent, we expect that inflation will undershoot RBI's target opening up further room for 
monetary easing. 
 
World is facing low growth across the globe and as a result we see accommodative policies from large economies. 
Currently, our nominal policy rates are actually higher than other countries with similar macro-dynamics and thus 
fixed income flows into the country have been substantial over the last year. This has resulted in rupee 
appreciating against virtually every other major currency in the year so far. In the absence of accompanying 
productivity improvements, this renders our exports incrementally uncompetitive. If major trading peers ease their 
monetary policy further and we don't, then on the margin this pressure via the currency channel becomes even 
more accentuated. 
 
Given above challenges and RBI’s focus on targeting CPI around 4%, immediate interest rate cut seems to be 
postponed. We believe RBI will take in account the monsoon factor and its impact on food prices before further 
rate cuts. We are bullish on bond prices and except interest rates to eventually fall in next 12 months. As a fixed 
income investment strategy we suggest to invest part allocation in duration funds to generate capital gains and 
part in accrual strategy to get benefit of current high yield available in the market to generate consistent returns.  
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General Risk factors 
  
• All investment products attract various kinds of risks. Please read the relevant Disclosure Document/ Investment Agreement 

carefully before investing. 
  
General Disclaimers 
  
• The information and opinions contained in this report/ presentation have been obtained from sources believed to be reliable, 

but no representation or warranty, express or implied, is made that such information is accurate or complete.   
  
• Information and opinions contained in the report/ presentation are disseminated for the information of authorized recipients 

only, and are not to be relied upon as advisory or authoritative or taken in substitution for the exercise of due diligence and 
judgement by any recipient.   

  
• The information and opinions are not, and should not be construed as, an offer or solicitation to buy or sell any securities or 

make any investments.  
  
• Nothing contained herein, including past performance, shall constitute any representation or warranty as to future 

performance.  
  
• The services related to Mutual funds, Insurance, Real Estate, Art, Commodity etc. may merely be a referral / advisory services 

in nature. Such third party investment products or services do attract the general and specific risk factors unique to those 
respective products or services, which would be mentioned by the manufactures of those products in the respective product 
documentation. The prospective investors in such third party products are advised to read and understand those risk factors 
& disclaimers, in addition to what has been stated herein. Alchemy Capital Management Pvt. Ltd., its Group or affiliates have 
not verified and do not take any responsibility for any statements, numbers or claims made, omitted to be made or implied in 
any documentation, presentations etc. which have been created by the manufacturers of such third party products or 
services.  

  
• The client is solely responsible for consulting his/her/its own independent advisors as to the legal, tax, accounting and related 

matters concerning investments and nothing in this document or in any communication shall constitutes such advice. 
  
• The client is expected to understand the risk factors associated with investment & act on the information solely on his/her/its 

own risk. As a condition for providing this information, the client agrees that Alchemy Capital Management Pvt. Ltd., its 
Group or affiliates makes no representation and shall have no liability in any way arising to them or any other entity for any 
loss or damage, direct or indirect, arising from the use of this information.  

 
• This document and its contents are proprietary information of Alchemy Capital Management Pvt. Ltd and may not be 

reproduced or otherwise disseminated in whole or in part without the written consent. 
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