
 
Equity Outlook 

As usual we will try and talk in simple terms – what is going on in the markets and how do we see the road ahead. As we say 
markets are driven by three prime factors – earnings i.e. profits of the companies, liquidity – money coming in the markets and 
sentiment i.e. mindset or thought process or outlook of majority of participants in the markets.

Let us now look at each of them. Earnings for majority of the corporate for December quarter are expected to be better than the 
street expectation, given that December quarter of FY17 had impact of Demonetization. Hence on a relative basis – earnings 
cycle will look like on a revival path.

Next comes the point of liquidity. This needs to be understood in depth. Sensex and Nifty in the month of January were scaling 
new highs and the mid-caps and small –caps were reeling under pressure. In fact Sensex went up by 1000 points in 10 days and 
followed that by another 1000 points in mere 6 days. In the same period mid-cap and small cap companies started their 
southward journey. As per SEBI directive – schemes launched by mutual fund are segmented in various categories like – Large 
cap, Diversified, Balanced, Mid-cap, Small-cap, ELSS, Sectoral, Index funds etc – however the stock buying by the Mutual fund's  
Fund manager crosses their boundaries and enters the wrong territories. In simple terms Funds classified as large cap funds were 
also buying mid and small cap stocks. SEBI has drawn a Chinese wall and asked them to realign their holding.

Given the directive – we again analyzed the numbers to form an informed decision. Approx – Rs 9 lakh crore are held by Equity 
Mutual Funds in India. Of these corpus – almost 80% is categorized as large cap i.e. approx Rs 7 lakh crore. In this holding they 
have to allocate 85% of the corpus to their category i.e. large cap stocks i.e. an amount of approx Rs 6 lakh crore. However their 
allocation to large cap is limited to between Rs 5 to 5.25 lakh crore, thus we are seeing reallocation of almost Rs 75K to Rs 1 lakh 
crore of selling in mid and small cap stocks and buying of similar value in large cap stocks. What it means is we could see Sensex / 
Nifty scale new peaks but portfolio of growth investors like us will see a decline in value for time being.

Like Sherlock Holmes we have solved the mystery of dissecting the markets thread bare. The third factor is that of the 
sentiments. In the near term – budget is driving the sentiments. Budget came- Budget saw- Budget went. Clearly it was with an 
eye on 2019 elections. Voters were being wooed from all sides. There are no significant takeaways for us as portfolio managers 
to take away from the budget. Overall the only and key important thing is to focus on the Ease of Living – let me just add for the 
downtrodden class. It is the people at bottom of pyramid that are worst affected and their needs in terms of healthcare, rural 
infra spend were attempted to be addressed in this budget. Stock markets will end up coughing up 10% as Long term capital 
gains from now on.

As our strategy we are witnessing selling in our stocks due to the rejig from mutual funds. We shall look at Q3 results of our 
stocks and invest. Let us say – if markets corrects and businesses of companies you own are not impacted – one should go and 
buy and vice-versa i.e. even if markets are rising and the companies you own are negatively impacted – one should go and sell. 
The only driving force to take a buy or sell decision should be the business you own and the valuation at which it trades.   

HAPPY INVESTING !!!

Bimal Choksi
Portfolio Manager
Scheme- Money Multiplier
A C Choksi Share Brokers Pvt. Ltd.
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Disclaimer:
This report is for personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. This research report does 
not constitute an offer, invitation or inducement to invest in securities or other investments and A C Choksi Share Brokers Private Limited and its Associate or Group 
Company is not soliciting any action based upon it. This report is not for public distribution and has been furnished to you solely for your information and should not be 
reproduced or redistributed to any other person in any form.

The information and views presented in this report are prepared by A C Choksi Share Brokers Private Limited. The information contained herein is based on study of 
available charts, statistical data and their interpretation of the same, our analysis and upon sources that we consider reliable. Accordingly the views and opinions 
expressed in the report may or may not match or may be contrary at the times with views, estimates, ratings, target price etc. The information given in this document is 
as of the date of this report and there can be no assurance that future results or events will be consistent with this information. The investments discussed or 
recommended in this report may not be suitable for all investors. Investors must make their own investment decisions based on their specific investment objectives and 
financial position and using such independent advice, as they believe necessary. While acting upon any information or analysis mentioned in this report, investors may 
please note that neither A C Choksi Share Brokers Private Limited nor any person connected with any associated companies of A C Choksi Share Brokers Private Limited 
accepts any liability arising from the utilization of information and views mentioned in the report. The research analyst(s) who prepared this research report hereby 
certifies that the views expressed in this research report accurately reflects the research analyst's personal views about all of the subject issuers and/or securities, that 
the analyst have no known conflict of interest and no part of the research analyst's compensation was, is or will be, directly or indirectly, related to the specific views or 
recommendations contained in this research report. The Research Analyst certifies that he /she or his / her family members does not own the stock(s) covered in this 
research report. 

Caution:
Risk of loss in trading can be substantial. You should carefully consider whether trading is appropriate for you in light of your experience, objectives, financial resources 
and other relevant circumstances.
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