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The July 2021 edition of 'Netra' (our 'Early Warning & Signals' guide through
charts) is out now!m

Check out this threadm for the latest update.

If you want the full document, download it here: https://t.co/wkwXBkvafQ
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Auto & Ancillaries generally outperform Nifty in most upcycles Can thls sector repeat the same? If it does |t - will be qU|te an
opportunity!

Download full deck: https://t.co/wkwXBkvafQ
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Auto sector as a % of the broader equity market has been falling for last 5 years.
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Higher oil prices may not be all that bad, at least until they aren’t 'hurting'.
So the next time you see higher prices at the petrol pump, think about higher exports for India as a consolation.m

Download full deck: https://t.co/wkwXBkvafQ

What do we want: Lower oil but higher exports?
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India's FX reserves are higher than its external debt. That makes India better-placed to withstand external vulnerabilities like
a ‘Taper Tantrum’ & makes it a ‘Buy the Dip’ play on a tantrum.

Download full deck: https://t.co/wkwXBkvafQ



https://t.co/wkwXBkvafQ
https://t.co/wkwXBkvafQ

Emerging Markets: Some are in a better shape.
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Sovereign Debt to GDP is just 3.9%,
Total external debt is 21.8% of GDP,
adequately covered by FX Reserves

z s external
sit a net creditor
nation.
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Source: BIS Global Liquidity Indicator, IMF Reserve & GDP.

Income-inequality is a sticky & legacy issue in India. Crises causes the weak to become weaker & calls for a policy
intervention.

More often than not, the best curve is faster growth, not redistribution!

Download full deck: https://t.co/wkwXBkvafQ

Why the Indian economy is hurt but the market isn’t?
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Credit growth has been declining for many quarters. Industrial credit has been contracting.

Are we at the cusp of a recovery? If demand recovers, we have a good chance. Financials will benefit immensely from this.
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Download full deck: https://t.co/wkwXBkvafQ

Non-financial private sector: Debt to GDP - Another re-leverage cycle coming?
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Inflationists will tell you that bond markets are under the control of central banks. But are they really?
When was the last time the yield on Junk bonds became negative, while inflation & growth were rebounding? Never!

Download full deck: https://t.co/wkwXBkvafQ

Not just sovereign, but US junk bond real yields have turned negative.
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Market-implied measures of inflation are better at indicating inflationary pressures than Central Bank rhetoric or economist

consensus readings.
In fact, market participants have missed 3 decades of disinflation in developed markets!

Download full deck: https://t.co/wkwXBkvafQ

Inflation? The Market isn’t buying that anymore?

3.0 509%
45%
25
40%
The 35%
t measures peaked at i
t measures peaked at 2 i 30% =
s slightly higher than pre- [l S U =
) levels of inflation. @ 15 4 ‘W 25% ®
- ] M Q2
£ | : kA4 c
£ | \ m [ ]!, | 20% o
R 10 \ oy
: J 15%
: h /N { W | '
. ) ) s Market Implied Odds That US \ VM e 'd 1A ™ 10%
Are we amidst the peak of the - CPI Inflation Averages > 3% V w \; W/ \ H\f 4
e [ ' M Al 5%
cycle? over the next 5 Years s&\ } J
0.0 r 0%

Jan-10 Jan-11 Jan-12 Jan-13  Jan-14 Jan-15 Jan-16 Jan-17 Jan-18 Jan-19 Jan-20 Jan-21

—>5Year breakeven Inflation Rate (LHS) ——Market Implied Probability (RHS)

DSP
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'Value' & 'Growth' styles have diverged over the last decade and COVID accelerated the trend towards Growth.
This divergence is now at a historic extreme. Buckle up!

Download full deck: https://t.co/wkwXBkvafQ
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A trend under threat: Correlation between Growth & Value at an extreme!

The Bi-polarity is hitting
extremes!

In the US, the Value and Growth
styles are at the most opposite
pectrum since

Thisis a red flag. ]
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In the wake of the 2008 financial crisis, People Bank of China came out all guns blazing & kept firing for far too long! It is not
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repeating the same mistake again. This could have negative implications for commodities.

Download full deck: https://t.co/wkwXBkvafQ

China: Growth, policy support are slowing
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Shortage of manufacturing labor is a leading driver for 'Robot' demand in China, met by imports from Japan.
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Is it an indication of a new era of automation & artificial intelligence, causing unemployment?

Download full deck: https://t.co/wkwXBkvafQ
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Start of chronic shrinking of migrant worker population in China

Migrant worker population in China
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—— Note: The 2025 forecast is made by Caiyi Lin, Deputy Director of the China Chief Economist Forum research institute
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