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Summary

 In May, the government announced an INR 20 trillion package ($266 billion) which includes fiscal and monetary 

measures rolled out earlier this year to shore up the economy

 Prior to this, the RBI rolled out several measures with the intention to maintain adequate liquidity, facilitate bank 

lending and ease financial stress 

 The stimulus package will be partly financed by market borrowings and the government has increased its borrowing 

target for the current financial year to INR 12 trillion from INR 7.8 trillion 

 Based on weak economic activity data in recent weeks and the challenges the country faces as it attempts to come 

out of the lockdown, economists have sharply lowered India’s GDP growth estimates for 2020

May 2020

This commentary provides a high level overview of the recent economic environment, and is for information purposes only. It is a marketing communication and 

does not constitute investment advice or a recommendation to any reader of this content to buy or sell investments nor should it be regarded as investment 

research. It has not been prepared in accordance with legal requirements designed to promote the independence of investment research and is not subject to any 

prohibition on dealing ahead of its dissemination. The performance figures displayed in the document relate to the past and past performance should not be seen 

as an indication of future returns. Any forecast, projection or target where provided is indicative only and is not guaranteed in any way. HSBC Global Asset 

Management accepts no liability for any failure to meet such forecast, projection or target. 

Despite imposing what are widely considered the most stringent lockdown measures amongst major global economies, the 

coronavirus pandemic has spread to most parts of the country through April and May. The number of daily infections has 

risen sharply over a four week period, with the total number of cases going from around 12,000 in mid-April to over 80,000 

by mid-May. On the positive side – we have seen a pick up in testing rates, which are still among the lowest in the world, 

and better contact tracing. There is also a notable improvement in the recovery rate which stands at over 30% in mid-May. 

The escalating health crisis poses a serious challenge for the Indian government as it gradually unlocks the economy in a 

phased manner after an extended lockdown period.

 The sudden nationwide lockdown which was first put in place towards the end of March, has been extended three times 

so far and will likely continue in some form or the other for several more weeks. However, taking the economic cost of 

the lockdown  and its disproportionate impact on the informal sector into consideration the government has been 

gradually easing containment measures since 20 April. With the country being split into red, orange and green zones, 

based on the intensity of the pandemic, the government allowed certain essential activities to open up, including the 

limited resumption of passenger railway services. With these partial unlocking measures the disruption to the economy 

has been reduced from close to 70% at the beginning of the lockdown, to 40% in May
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The “unlocking” anxiety (contd)

Any forecast, projection or target contained in this presentation is for information purposes only and is not guaranteed in any way. HSBC Global Asset Management 

accepts no liability for any failure to meet such forecasts, projections or targets. For illustrative purposes only and does not constitute any investment 

recommendation in the above mentioned asset classes, indices or currencies. 
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 While we can’t predict when the lockdown measures are likely to be completely lifted, it 

seems clear that jumpstarting the economy will be a daunting task, as has been the 

experience in other parts of the world which are ahead of India on the recovery curve

 Here are some potential recovery scenarios based on what has been witnessed in India 

and other parts of the world in recent weeks – parts of the country which were relatively 

less impacted by the health crisis will lead the way in terms of re-opening and recovery 

and this includes rural areas which have been less affected by the pandemic than the 

Indian cities; supply side is likely to bounce back quicker than the demand side as 

unemployment continues to rise; similarly manufacturing activity will get back on track 

before services; consumption is likely to be more resilient than investments as it is less 

sensitive to economic uncertainty and essential consumption will be protected even when 

income levels go down 

 Based on the weak economic activity data in recent weeks and the challenges the 

country faces as it attempts to come out of the lockdown, economists have sharply 

lowered India’s GDP growth estimates for 2020

 Amidst the possibility that some sort of containment measures will stay in place till the 

end of June, economic growth in the second quarter in particular is expected to plunge 

and the after-effects are likely to be felt well into the September quarter. Growth is 

expected to return to the positive territory only by the end of the year as the demand 

shock will take longer to wear off than supply-side concerns

 In May, the government announced an INR 20 trillion package ($266 billion) which 

includes fiscal and monetary measures to shore up the economy, and is equivalent to 

10% of India’s gross domestic product. The stimulus package will be partly financed by 

market borrowings and the government has increased its borrowing target for the current 

financial year to INR 12 trillion from INR 7.8 trillion 

 While early reactions to the announcement were positive, initial enthusiasm wore off 

when investors realised that more than a third of the economic package comprises of 

monetary measures announced earlier this year (see snapshot below)

 The support measures included $62 billion in credit lines to micro-, small- and medium-

sized enterprises and the non-banking financial companies (NCFCs) that fund them, and 

another $10 billion to electricity distributors. The government has honed its focus on 

supporting small firms which form the backbone of India’s economy as well as shadow 

banks and real estate companies, which have all been identified as stressed businesses

 Even before the announcement of the latest support measures, rating agency Fitch 

warned that the country’s sovereign rating could come under pressure if fiscal conditions 

worsened. It should be noted that India’s growth slowdown precedes the pandemic and 

its public finances have also been under pressure for a while due to inadequate tax 

collection and higher spending

 While the recently announced measures have been targeted at addressing supply side 

concerns, there are expectations that the government will unveil more measures to 

support demand as the country starts emerging from the lockdown

Source: RBI, Government of India, Credit Suisse as of May 2020.

NOTE: LTRO - Long Term Repo Operations; TLTRO – Targeted Long Term Repo Operations; CRR – Cash 

Reserve Ratio; MSF – Marginal Standing Facility; SLF-MF - Special Liquidity Facility for Mutual Funds    
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Equity market

 Indian equities recovered some lost ground in April 2020 after the sharp sell-off in March 

after the government allowed partial relaxation of lockdown measures in some essential 

business sectors and also in regions where the coronavirus has been contained. 

However Indian equities gave up some of those gain in early May when the containment 

measures were further extended to 17 May, and the possibility of an even longer 

lockdown period was sounded 

 Q4 FY2020 earnings season began in mid-April.  Of the Nifty 50 companies, 15 have 

reported their quarterly results so far with almost all of them missing analysts’ estimates. 

Q4 results were only marginally affected by the national lockdown that came into effect 

on 25 March 2020

 While the ultimate impact of the ongoing health crisis is difficult to gauge we have been 

reassessing our portfolio strategy based on some key criterions – challenges faced by 

companies in navigating the current crisis; long term (3- 5 years) profitability of the 

companies in post COVID-19 world and whether their current valuations reflect this; 

whether companies can improve its competitive positioning dramatically amidst industry 

consolidation in a post-COVID world

 Based on this we have found opportunities in various sectors and industries including -

retail mall owners where the price correction has been excessive when compared with 

their future prospects; healthcare names which were briefly oversold but then sharp re-

rated due to the defensive nature of the sector; consumer discretionary and staples 

companies which are market leaders in their segments and could benefit from further 

sector consolidation or lower competition 

 In April, the Indian equity market saw USD 0.9 billion of net foreign investment outflows, 

significantly lower than the USD 8.2 billion of outflows recorded in March. At the same 

time Central Depository Services (India) Limited (CDSL) and National Securities 

Depository Limited (NDSL) raised the foreign portfolio investment (FPI) limits for 

domestic stocks, implementing an announcement made in the 2019 Union Budget by the 

Ministry of Finance in last October. As a result of the FPI limit revisions, major 

international index providers, such as FTSE and MSCI, are already contemplating an 

increase of India’s country weight in their global indices.  Such a reallocation of index 

country weights would prompt further increase of foreign fund flows into Indian equities

As a result of the FPI 

limit revisions, major 

international index 

providers, such as 

FTSE and MSCI, are 

already contemplating 

an increase of India’s 

country weight in their 

global indices. 

Investment involves risks.  Past performance is not indicative of future performance. Any forecast, projection or target where provided is indicative only and 

is not guaranteed in any way. HSBC accepts no liability for any failure to meet such forecasts, projections or targets

Source: Bloomberg, MSCI, data as of April 2020

MSCI India month-to-date and year-to-date performance by sector (as of end April 2020)
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Sector positioning

Sector focus

 On a sector level basis, we remain neutral to slightly underweight the technology 

sector. However, on a bottom up selection basis, we are overweight some strong 

individual names in the sector. Factors expected to benefit IT companies in the 

longer term include increased digital spending, vendor consolidation, and cost 

savings from increased offshoring

 Prior to the COVID-19 outbreak, the tech sector was already facing challenges due 

to slowing global growth and possible disruptions in legacy businesses. Meanwhile 

reasonable valuations and high cash generation of the companies have kept us 

slightly underweight the sector. Currently, due to the pandemic and containment 

measures, the sector is facing near-term revenue challenges, margin pressure and 

pricing pressure, as are many other industries. However there are IT companies 

that are well positioned to absorb some of these challenges and even acquire 

additional market share in such an environment. Companies have also put in cost 

control measures such as freezing salary increases and promotions, suspending 

employee hiring, and decreasing discretionary spending. Given the current 

environment, a lower attrition rate in the IT industry and a reduction in travel costs 

are also expected to help ease margin pressures 

 We hold overweight positions in select IT companies that are leaders in the sector; 

these companies offer solid value propositions, including strong presence in a 

various mix of industries and growing digital portfolios. 4QFY2020 results of one the 

leading IT services companies also showed that deal wins during the quarter 

remained steady. Importantly, these players have strong cash generation and cash 

positions and overall ample liquidity to weather the difficulties of the COVID-19 

outbreak 

 Innovation surrounding digital capabilities should benefit strong Indian IT 

companies. Digital revenues for one of India’s largest IT services companies had 

increased by about 30% year-on-year for the quarter ended 31 March 2020. From a 

medium term perspective, companies with strong digital capabilities should see 

growth opportunities from rising client interest in cloud virtualization, workforce 

transformation and cost reduction programs

 The technology sector (S&P BSE IT Index) in India is down by 14.5% year-to-date 

(as of end April), which is an outperformance of the broader market, which is down 

by 21.9% year-to-date. This year’s volatility has brought down the valuations of the 

tech sector, and P/E levels have become more attractive. The sector trades at a 

discount versus its historical 5-year average. Forward P/E is now at 16.0x versus 

18.7x at the beginning of the year

Source: HSBC Global Asset Management 

as of end-April 2020

Note- above information reflects the sector 

positioning of HSBC Global Asset 

Management’s flagship offshore Indian 

equity product. The above information 

does not constitute any investment 

recommendation in the above-mentioned 

sectors. 

Any forecast, projection or target where provided is indicative only and is not guaranteed in any way. HSBC Global Asset Management 

(Hong Kong) Limited accepts no liability for any failure to meet such forecast, projection or target.
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Source: Bloomberg as of 28 April 2020.

Sector Weighting

Financials Overweight

Real Estate Overweight

Communication 

Services
Overweight

Consumer

Discretionary
Overweight

Information

Technology
Underweight

Utilities Underweight

Industrials Underweight

Materials Underweight

Consumer

Staples
Underweight

Energy Underweight

Healthcare Underweight

Valuations of the IT sector are reasonable and have come down year-to-date

S&P BSE IT Index: Forward P/E (x)
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Fixed income
 After the government extended the nationwide lockdown, the RBI, rolled out a new set 

of measures with the intention to maintain adequate liquidity, facilitate bank lending 

and ease financial stress. The RBI’s measures are expected to provide additional relief 

to the financial system, particularly for sectors such as mid-to-smaller non-banking 

financial companies (NBFCs) and real estate, which face challenges in getting access 

to liquidity from the banking system. One of the key measures announced included 

additional targeted long term repo operations (TLTRO 2.0) for NBFCs and 

microfinance institutions (MFIs), out of which 50% would be directed towards small 

and mid-sized firms. A special refinance window of INR 500 billion was announced for 

institutions that play a role in meeting credit needs of agriculture and rural sector, 

housing finance companies, NBFCs and MFIs. The RBI also reduced the effective rate 

on banking system surplus liquidity to 3.75% from 4%, which would prompt banks to 

lend rather than park liquidity with the RBI. Other measures included increasing ways 

and means advances (overdraft facility) to states, allowing for deferment of NPA 

recognition on certain loans, extending the resolution timeline for stressed assets, 

restricting dividend payments by banks, and reducing the liquidity coverage ratio to 

80% from 100%, among others

 On 23 April, the RBI announced another “twist” open market operation (OMO), buying 

securities in the 6-10 year space and selling government securities and treasury bills 

of less than 1 year tenor. 10-year government yields dropped 20bp to 6.05% on the 

day of the twist operation announcement; today (28 April) yields are trading at 6.14%. 

The twist styled OMOs were first used by the RBI in December of last year 

 India’s CPI inflation came in at 5.9% in March, lower than 6.58% in February. The 

supply shocks due to Covid-19 may keep near term prints volatile; however the RBI 

expects inflation to cool off in 2HFY2021

 On 24th April, a major global asset manager announced that some of their sizeable 

domestic Indian debt funds across the spectrum would be wound down; some of these 

funds have traditionally been running high risk, less liquid credits. As most other 

managers do not tend to include high risk credits across funds, we do not expect to 

see broad based redemptions across the entire spectrum of Indian bond funds. Our 

HSBC India fixed income strategy does not invest in high risk credit bonds and we 

remain focused on the highest quality part of the credit spectrum. We invest in India 

government bonds and high quality Indian domestic quasi-sovereign and corporate 

bonds and maintain about an equal allocation between the two. The Indian corporate 

bonds that we invest in are almost all investment grade (or investment grade 

equivalent) with a tilt towards shorter duration papers

 Subsequently on 27 April, the RBI announced a special liquidity facility for mutual 

funds, for a total of INR 500 billion, to be routed through banks availing the facility and 

on-lending to mutual funds

 Oil prices have collapsed in April. Lower oil prices will help support consumers in India 

as it is a net-oil importing country, although the associated financial market turmoil 

means that India has not seen an immediate benefit

 The INR fell by 1.2% month-to-date (as of 27 April) against the dollar, hurt by outflows 

from foreign investors; in April (as of 27 April), foreign investors’ net outflows 

amounted to INR 69 billion (USD 911 million) for equity markets and INR 43 billion 

(USD 572 million) for debt markets. We expect the INR to track moves in the dollar 

and global markets, while remaining sensitive to risk-on/risk-off sentiment 

 Our India fixed income strategy continues to be overweight INR government bonds 

with a predominant positioning in the 5-12 year part of the curve as well as high quality 

corporate bonds in the 1-3 year part of the curve – these are expected to continue to 

benefit from the RBI’s accommodative stance, adequate system liquidity and long term 

repo operations. We are also overweight INR corporate bonds with a focus on the 1-3 

year part of the curve which should benefit from effective rates in the economy being 

lowered by 275bps in the last 15 months and from improving lending rate 

transmission. The overall quality of the portfolio remains high, with a combination of 

government and quasi-sovereign bonds as well as high quality corporate bonds

The RBI’s measures 

announced on 17th

April are expected to 

provide additional 

relief to the financial 

system, particularly 

for sectors such as 

mid-to-smaller 

NBFCs

(%)

Any forecast, projection or target contained in this presentation is for information purposes only and is not guaranteed in any way. HSBC Global Asset Management 

accepts no liability for any failure to meet such forecasts, projections or targets. For illustrative purposes only and does not constitute any investment 

recommendation in the above mentioned asset classes, indices or currencies. Past performance should not be seen as an indication of future returns.

Source: Bloomberg, HSBC Global Asset Management, Bloomberg data as of 28 April 2020
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Indicator Latest data

Consensus

data

Previous 

data Analysis

Industrial 

Production (IP) 

(%YoY) 4.5% (Feb) 3.40% 2% (Jan)

Industrial production showed an acceleration in February beating 

expectations of 3.4% and recording the highest rate in seven months. This 

was broadly in-line with manufacturing PMI which was strong in February. 

Notably manufacturing in metal goods saw the highest growth while vehicle 

production was down sharply. In terms of industries, primary and intermediate 

goods saw positive growth while capital goods and consumer durables 

contracted, reflecting weakness in the auto sector. With nationwide lockdown 

measures taking place from the end of March, industrial production is likely to 

weaken with the clearer picture coming into view in the April release. PMI 

release for March indicated service sectors had dipped into contraction 

territory.

Local passenger 

vehicle (PV) sales 

(units)

180,978 (Mar) 

(-49.7%) NA

306953 (Feb) 

(-5%)

The coronavirus outbreak and subsequent lockdown measures have added 

to the challenges of the Indian auto sector following regulatory changes, 

financing issues and pre-COVID economic headwinds. March sales showed 

an early indication of a halt in consumption as stay-at-home measures were 

in place and dealerships remained shut. Vehicle registrations during March 

came to a stop and higher frequency mobility data showed a reduction of 

traffic by 60-80%. Subdued economic growth, income loss and rising 

unemployment will weigh on auto sales however inventory de-stocking has 

largely been completed alongside the transition to BS6.

Exports (USD) 

(%YoY) -34.6 (Mar) NA 2.9 (Feb)

In the external sector, export growth in March contracted severely by 34.6% 

as the disruptions from the COVID-19 pandemic started to be reflected in the 

data; the high base last year exacerbated the fall. Sequentially, exports fell by 

19% mom and is likely to show further weakness as nationwide lockdown 

measures have been in place for the entire month of April. Imports fell 

similarly. Oil imports are likely to continue to fall driven by lower oil prices 

which would add a positive support to the trade balance. The trade outlook is 

likely to deteriorate with economic activity coming to a halt. Some sectors are 

likely to find some reprieve with some relaxation of the lockdown measures 

allowing limited manufacturing, food and agricultural companies to resume 

work.

Imports (USD) 

(%YoY) -28.7 (Mar) NA 2.5 (Feb)

Trade Balance 

(USD) -9.76bn (Mar) -7bn -9.85bn (Feb)

Inflation (%YoY)

-CPI

-WPI

5.9 

1

(Mar) 

5.9

1.4

6.6

2.3

(Feb)

Headline CPI moderated to 5.9% in March on softer food prices, while other 

segments such as clothing and footwear, housing and fuel were broadly 

unchanged. Core CPI (excluding food and fuel) was steady at 4.1%. Panic 

buying of groceries could suggest food inflation is temporarily elevated but 

CPI is likely to ease in the coming months with softer consumer demand and 

lower energy prices. The latest CPI reading puts it within the RBI’s target 

inflation band of 2-6% removing a hurdle for the RBI to ease policy rates and 

expand monetary accommodation. The April CPI reading potentially faces 

quality issues as field visits to check prices are halted under lockdown 

measures and replaced with alternate methods. 

Repo rate (%)

Reverse repo

rate (%)

Marginal

standing

facility (MSF)

rate (%)

4.4

3.75

4.65

(Apr) NA

5.15

4.90

5.40

(Mar)

This month saw the RBI take aggressive measures in the face of COVID-19, 

lowering the reverse repo rate for a total of 115bp from 4.9% to 3.75% and 

lowering the repo rate by 75bp from 5.15% to 4.4%. The asymmetric nature of 

cuts was intended to incentivize greater lending and encourage credit flows. 

The MPC stated seeing larger impacts on liquidity for small and medium-

sized companies including NBFCs as a result of the coronavirus outbreak and 

announced fresh measures aimed easing liquidity conditions and de-stressing 

financial markets through long term repo operations (LTRO) and targeted 

long term repo operations (TLTRO) totaling Rs1.5 trillion.  Future policy is 

likely to remain accommodative with the MPC stating their willingness to ‘take 

whatever steps necessary’.

GDP (%

YoY

Gross value

added (GVA)

(% YoY

4.7 (Oct-Dec)

4.5 (Oct-Dec)

4.5

4.4

5.1 (Jul-Sep)

4.8 (Jul-Sep)

The weak GDP growth reflected broad based slowdown across most sectors, 

especially a manufacturing contraction. GVA ex. Agriculture and government 

spending, a proxy for private demand, slowed to 3.4% yoy from 4.9% in the 

previous quarter. Private consumption recovered but stayed below the long 

run average, while investment eased further. Next quarter’s GDP print is likely 

to face a sharp decline given the unprecedented stop in economic activity 

under the nationwide lockdown.

Current

Account

Deficit (CAD)

-USD1.4b

-0.9%

GDP (Oct-

Dec) NA

-USD6.5b

-1.5%

GDP (Jul-

Sep)

The narrower CAD was driven by a smaller goods trade deficit. CAD is likely 

to remain steady following the decline in oil prices and subdued domestic 

activity alongside weaker export growth due to lockdown measures and more 

challenging global demand conditions. 

Indicates improved data on month-on-month/quarter-on-quarter/year-on-year basis 

Indicates worsened data on month-on-month/quarter-on-quarter/year-on-year basis 

Indicates no change in data on month-on-month/quarter-on-quarter/year-on-year basis 

Source: Bloomberg, HSBC Global Asset Management, as of April 2020

Data watch
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recommendation in the above mentioned asset classes, indices or currencies. Non contractual document. 
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Important information

For Professional Clients and intermediaries within countries and territories set out below; and for Institutional Investors and Financial Advisors in Canada and 

the US. This document should not be distributed to or relied upon by Retail clients/investors.

The value of investments and the income from them can go down as well as up and investors may not get back the amount originally invested. Past performance contained 

in this document is not a reliable indicator of future performance whilst any forecasts, projections and simulations contained herein should not be relied upon as an indication 

of future results. Where overseas investments are held the rate of currency exchange may cause the value of such investments to go down as well as up. Investments in 

emerging markets are by their nature higher risk and potentially more volatile than those inherent in some established markets. Economies in Emerging Markets generally 

are heavily dependent upon international trade and, accordingly, have been and may continue to be affected adversely by trade barriers, exchange controls, managed 

adjustments in relative currency values and other protectionist measures imposed or negotiated by the countries and territories with which they trade. These economies also 

have been and may continue to be affected adversely by economic conditions in the countries and territories in which they trade. Mutual fund investments are subject to 

market risks, read all scheme related documents carefully.

The contents of this document may not be reproduced or further distributed to any person or entity, whether in whole or in part, for any purpose. All non-authorised

reproduction or use of this document will be the responsibility of the user and may lead to legal proceedings.  The material contained in this document is for general 

information purposes only and does not constitute advice or a recommendation to buy or sell investments. Some of the statements contained in this document may be 

considered forward looking statements which provide current expectations or forecasts of future events. Such forward looking statements are not guarantees of future 

performance or events and involve risks and uncertainties. Actual results may differ materially from those described in such forward-looking statements as a result of various 

factors.  We do not undertake any obligation to update the forward-looking statements contained herein, or to update the reasons why actual results could differ from those 

projected in the forward-looking statements. This document has no contractual value and is not by any means intended as a solicitation, nor a recommendation for the 

purchase or sale of any financial instrument in any jurisdiction in which such an offer is not lawful. The views and opinions expressed herein are those of HSBC Global Asset 

Management at the time of preparation, and are subject to change at any time. These views may not necessarily indicate current portfolios' composition. Individual portfolios 

managed by HSBC Global Asset Management primarily reflect individual clients' objectives, risk preferences, time horizon, and market liquidity. Foreign and emerging 

markets. Investments in foreign markets involve risks such as currency rate fluctuations, potential differences in accounting and taxation policies, as well as possible political, 

economic, and market risks. These risks are heightened for investments in emerging markets which are also subject to greater illiquidity and volatility than developed foreign 

markets. This commentary is for information purposes only. It is a marketing communication and does not constitute investment advice or a recommendation to any reader of 

this content to buy or sell investments nor should it be regarded as investment research. It has not been prepared in accordance with legal requirements designed to 

promote the independence of investment research and is not subject to any prohibition on dealing ahead of its dissemination. 

We accept no responsibility for the accuracy and/or completeness of any third party information obtained from sources we believe to be reliable but which have not been 

independently verified.

HSBC Global Asset Management is a group of companies in many countries and territories throughout the world that are engaged in investment advisory and fund 

management activities, which are ultimately owned by HSBC Holdings Plc (HSBC Group). HSBC Global Asset Management is the brand name for the asset management 

business of HSBC Group. The above communication is distributed by the following entities: 

In Argentina by HSBC Global Asset Management Argentina S.A., Sociedad Gerente de Fondos Comunes de Inversión, Agente de administración de productos de inversión

colectiva de FCI N°1,; In Australia, this document is issued by HSBC Bank Australia Limited ABN 48 006 434 162, AFSL 232595, for HSBC Global Asset Management 

(Hong Kong) Limited ARBN 132 834 149 and HSBC Global Asset Management (UK) Limited ARBN 633 929 718. This document is for institutional investors only, and is not 

available for distribution to retail clients (as defined under the Corporations Act). HSBC Global Asset Management (Hong Kong) Limited and HSBC Global Asset 
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