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Silver Lining  

In 1913 when the U.S. Federal Reserve Board came into existence, containing inflation and limiting 
economic swings were its key mandates. Ironically, today the Fed has been the primary source of 
inflation, and the U.S. is likely already into a technical recession. The Atlanta Fed has cut its GDP 
forecast to -2.1% 

Gears of conversation have changed yet again towards estimating the depth of the recession and 
breadth of its damage. Hypotheses around the U.S. heading into a deflationary environment have 
also emerged. 

Europe is also facing headwinds intensified by its energy dependence. Christine Lagarde, ECB Chair, 
has already warned of a severe risk of abrupt (read disorderly) fall in asset prices. 

China’s property woes continue as Shimao, the 6th largest real estate issuer, defaulted last week. 
While three of the five most prominent real estate issuers already defaulted earlier, and this one 
wasn’t unexpected, it shows that the path to recovery will likely be slow. 

Even with all the negative news flow, there is optimism amongst investors and analysts. 
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S&P 500 strategist estimates for the end of 2022 

 
Source: Theglobeandmail.com  

 

 

Equity funds attract money during 2022 bear market in departure from past routs 

 
Source: Bloomberg 

 

The optimism is probably an indicator that the worst isn’t behind us. 

In a massive about-turn, the fed futures are now pricing a 75 bps rate cut in 2023! This action by the 
Fed might appear somewhat dichotomous considering inflation is still high. But inflation is, in fact, a 
lagging indicator; it peaks during or even after a recession and bottoms well after the recession is 
over. Since 1980, inflation has bottomed an average of 14 quarters after the recession was over. One 

S&P 500 Strategist Estimates for the End of 2022

Firm

(in alphabetical order)

Forecast as of 

March 2022

Forecast as of 

June2022
% Gain

Bank of America 4600 4500 18%

Barclays 4500 4500 18%

BMO 5300 4800 25%

BNP Paribas 4900 4400 15%

Cantor Fitzgerald 4800 3900 2%

Citigroup 4700 4200 10%

Cornerstone Macro/  Piper Sandler* 4800 4000 5%

Credit Suisse 5200 4900 28%

Goldman Sachs 4700 4300 12%

Jefferries 5000 4650 22%

JP Morgan 4900 4800 25%

Morgan Stanley 4400 3900 2%

RBC Capital Markets 5050 4700 23%

Scotiabank 5000 4600 20%

UBS 4850 4850 27%

Wells Fargo 4715 4715 23%

Average 2022 Forecast (Points) 4838 4482 17%
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wonders whether we are closer to peak inflation as a globe. Commodities are cooling off, bringing 
some relief to countries such as India that are net importers and where the economy is growing 
(albeit at a slower than expected pace). 

Changes in prices since March 2022 

 
Source: Bloomberg 

The U.S. investment-grade credit shows signs of stress as spreads (additional yield investors demand 
for taking an additional risk over government securities) have widened to 150 bps. Beyond this level, 
yields usually tend to move to distress levels. 

The other badly hit asset class is cryptocurrency. Bitcoin has lost over 70% in value and quite rapidly 
at that. It was considered a hedging tool against equities but hasn’t proven so. The excessive volatility 
forces institutions to reconsider their positions, further exacerbating the fall. The ecosystem is facing 
its brunt, as captured in the timeline below. 

Sharp decline in Bitcoin 

 
Source: Bloomberg 

 

India Update 
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Amidst all the gloom, observers awaited the Indian fiscal deficit print release with some trepidation, 
and a lower-than-expected number of 6.7% came as a relief. Revenues are buoyant, although there 
is a slippage in divestment, and expenditure is higher than expected.  

The government also imposed a windfall tax on the export of petrol, diesel and aviation turbine fuel. 
The move is likely to yield the government Rs 7000 crores.  

Indian equities sold off by about 4.7% during the month. The outflows in the current calendar have 
exceeded the outflows during the GFC. The strong domestic flow continues to counter this brutal 
outflow, and FDI flows are also robust. 

Despite the gloom, India is faring well on several parameters. Advance tax collections in Q1 have seen 
a healthy 46% YoY growth, and GST collections remain robust. Composite PMI has been trending up 
in the last few months. Q4 earnings have been decent, considering the challenging operating 
environment. Despite the one-offs of the Oil & Gas sector and price correction in Metals, earning 
expectations for FY23E remain positive. Moreover, earnings in the FY24E could witness upgrades 
from declining input costs, given that corporates are taking calibrated price hikes keeping demand in 
sight. 

The economy is also well positioned on corporate leverage, as bank NPAs are at a multi-year low, 
leverage is at a multi-year low, and credit growth is picking up after the COVID blip. Despite record 
outflow from FPIs in the Indian market, we have seen record FDI inflows in the manufacturing sector, 
indicating the long-term potential of India as an investment destination.   

Since the beginning of the year, we have written almost every month that we believe in the India 
story and that what we face are near term headwinds.  

In his book “A Wealth of Common Sense, " Ben Carlson has a worthy quote on better decision-making 
in such times. 

“Over decade-long time horizons, your investment performance will mainly be derived from how you 
handle corrections, bear markets and market crashes. During every single bear market, there will be 
times when you wonder how much lower the market can go. The economic news will be terrible. Other 
investors around you will be depressed. Pessimism becomes pervasive.” 

We believe that headwinds could intensify and colour the long-term outlook of many, but when we 
look at management commentaries and valuations, we see opportunity.  

Domestic equity valuations have corrected 
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Source: Bloomberg, Sanctum Wealth 

 

 

Therefore, we are adding to equity exposure in small steps of 50 bps over the next three months. If 
the correction unexpectedly deepens, we will add further. 

 

 

 

Sanctum Wealth  

Investment & Advisory  
 

Roopali Prabhu Hemang Kapasi 

Chief Investment Officer Head of Equities 

roopali.prabhu@sanctumwealth.com  hemang.kapasi@sanctumwealth.com 

Rajiv Mehra Deepak Khatwani 
Assistant Portfolio Manager Investment Analyst, Investment Office 

rajiv.mehra@sanctumwealth.com  deepak.khatwani@sanctumwealth.com 

Alekh Yadav Harsh Shah 
Product Manager Investment Analyst, Investment Office 

alekh.yadav@sanctumwealth.com harsh.shah@sanctumwealth.com  
 

   

 
Disclaimer 
Sanctum Wealth Private Limited (“Sanctum”) - AMFI Registered Mutual Fund Distributor, is registered with the Securities and Exchanges Board of India 
(SEBI) as a Stockbroker (Reg. INZ000011338), as a Depository Participant (DP-ID IN303956), Portfolio Manager (Reg. INP000005067) and Research 
Analyst (Reg. INH000003051). 
 
Different types of investments involve varying degrees of risk, and past performance is not indicative of future results. Do not assume that future 
performance of any specific investment or investment strategy (including the investments and/or investment strategies recommended or undertaken 
by us) will be profitable. Results may vary over time and from client to client. Any projections or other information illustrated in this presentation which 
may have been provided to you regarding the likelihood of various investment outcomes are hypothetical in nature, and do not necessarily reflect 
actual investment results nor should they be considered guarantees of future results. Historical performance results for investment indices and/or 
categories have been provided for comparison purposes and index returns may vary substantially from past performance in the future. Other 
investments not considered in the analysis and the recommendations resulting from this analysis may have characteristics similar or superior to those 
being analyzed. Please remember to contact Sanctum if there are any changes in your financial situation or investment objectives or if you wish to 
impose, add or modify any reasonable restrictions to our services. 
 
Sanctum Wealth Private Limited  
AMFI registered Mutual Fund Distributor  I  Stock Broker  I  Depository Participant  I  Portfolio Manager  I  Research Analyst 
Registered Office: CoWrks, Level 3, Birla Centurion, Compound, Pandurang Budhkar Marg, Worli, Mumbai 400030, Maharashtra, India |  
Tel. +91 22 6177 9500 | sanctumwealth.com | CIN # U74140MH2015PTC264932 
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