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Global equity markets had largely continued the momentum with which they entered financial
year 2020 up till the 1st week of May. On 6th May however President Trump dramatically
escalated the US-China trade war with threats to, within a week, increase tariffs from 10% to
25% on $200 billion of goods and slap 25% tariffs on a further $325 billion of goods in short order
if a deal is not struck.
With the current escalation not happening in the backdrop of tightening Fed monetary policy, as
was the case in Sept-Dec 2018, a similar reaction in markets is not expected. Nonetheless, this
latest round of sharply heightened tensions between the two economic superpowers does
underscore the uneasy risks to global growth.
There are green shoots too: US Q1 GDP growth at 3.2% was significantly better than estimates,
the US unemployment rate is at 50 year lows, China has announced overall stimulus measures
of 1.5% of GDP (turning on previously constrained credit taps, a $298 billion tax cut etc) and the
Eurozone too has started responding to stimulus vs. the weak end-2018 numbers (Q1 2019
growth for all major economies was positive – Italy out of recession, Spain posting robust
growth, the French economy buoyed by tax cuts to consumers and Germany too recovering
from its growth trough).
For India, the macroeconomic condition has decisively taken a turn for the worse. With extended
liquidity tightness, a government spending squeeze and still recovering money markets, the
economy is now facing a clear consumption slowdown. Additionally, while rural distress was a
widely known fact, it has now started showing up in FMCG sales – an unambiguous sign of the
macroeconomic challenges facing India today. As stated in previous updates, the new
government will clearly have its economic task cut out.
A clouded outlook for global growth – not disastrous, not optimistic: it is important to put the
US-China trade war in context – even at the full extent of tariffs threatened, the impact on the US
economy will not be more than 0.5% of GDP. In contrast, current US fiscal stimulus itself is close
to 5% of GDP (measured by the cyclically adjusted budget balance). While the impact on China,
and other countries potentially caught in the crossfire will be much larger (via countries
exposed to a Chinese slowdown, forced shifting of global supply chains, lower passive flows to
emerging markets etc etc), it is unlikely to cause a global recession.
Further escalations cannot be ruled out, but it is possible these initial escalations end up
appeasing immediate political needs without causing further economic damage. Nonetheless,
these are real disruptions and real pain – which certainly muddy the growth waters.
Indian macroeconomic challenges: FMCG companies, NBFCs, HFCs and auto companies were
some of the leaders of the last bull rally before the IL&FS crisis. All of these sectors have been or
had already started reporting weak numbers. In its monthly note for March, the Ministry of
Finance too acknowledged a slowing Indian economy with official growth projections of 7% for
2018-19, the weakest in 5 years. In addition to several years of anaemic exports and private
investment, the Indian economy also has to now contend with severely reduced fiscal space (for
FY 19, the government is expected to report a shortfall of Rs. 1.6 lakh crore against its earlier
estimates) and, most worryingly, a consumption slowdown. A post election government
stimulus, debottlenecked financial system/credit markets and liquidity normalization are just
some of the tasks awaiting the next government to bring the economy back on track.
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Portfolio Snapshot
Strategic Long Positions

Top Tactical Longs

Stock

Stock

PF Weight

HDFC Bank
HDFC Limited
Infosys Limited
L&T Infotech

10.3%
7.3%
5.9%
4.5%

Top Tactical Shorts
Sector
Consumer
Auto

Kotak Mah Bank
TCS
ICICI Bank
Reliance Ind.

PF Weight
9.7%
9.4%
9.3%
9.1%

Exposure
PF Weight
2.6%
2.2%

Gross Exposure (month-end)
Net Exposure (month-end)
Gross Exposure (month-avg)
Net Exposure (month-avg)

114%
82%
105%
80%

Disclaimer
This presentation is being furnished to you on a private placement basis by Investment Trust of India strictly on a confidential basis and must not be reproduced or
redistributed to any other person. This document is for informational purpose only and does not constitute an offer for participating in ITI Long Short Equity Fund (“Fund”).
This information document has been provided to its recipient upon the express understanding that the information contained herein, or made available in connection with any
further investigation, is strictly confidential and is intended for the exclusive use of its recipient. The information contained in this presentation is subject to the information
contained in the other Fund documents including its private placement memorandum. This document is neither a prospectus nor an invitation to subscribe to the units of
Fund. Nothing in this document is intended to constitute legal, tax, securities or investment advice, or opinion regarding the appropriateness of any investment, or a
solicitation for any product or service. The information herein is subject to change without notice. The facts and figures used in this presentation reflect the latest available
information and have been sourced from public sources and various past transactions handled by ITI Long Short Equity Fund including its affiliates.
Investments in securities are subject to market and other risks and there is no assurance or guarantee that the objectives of the Fund will be achieved. Prospective investors in
Fund are not being offered any guaranteed/assured returns. The name of the Fund does not in any manner indicate its prospectus of return. The investment strategy may not
be suited to all the categories of investors. The material is based upon information that we consider reliable, but we don’t represent that it is accurate or complete, and it should
be reliable as such. All forward–looking statements are forecasts and may be subject to change without notice. Such forward-looking statements included are based on
information available on the date hereof and none of ITI Long Short Equity Fund or any of its affiliates assumes any duty to update any forward-looking statement. Certain
important factors that could cause actual results to differ materially from those in any forward looking statement include the general economic, market, legal and financial
conditions, among others its efforts on resolution of NPAs of banking system, disinvestment/divestment, revival of capex cycle and most importantly job creation. These if
implemented effectively would result in improvement in India sovereign ratings and improve business confidence and spur economic growth.

