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EQUITY MARKET 

MARKET REVIEW - October 2016 

DEBT MARKET 

Indian equity indices ended October 2016 on a positive note despite intermittent volatility, thanks to positive domestic and global cues. 
Benchmarks Nifty 50 and S&P BSE Sensex rose 0.17% and 0.23%, respectively. 

In the beginning of the month, market rose after the Reserve Bank of India (RBI) Governor Urjit Patel cut the repo rate by 25 basis points (bps) to 
6.25% on October 4, 2016. Investors cheered the easing of domestic retail and wholesale price inflation. The benchmarks also rallied on 
intermittent Foreign Institutional Investors (FIIs) buying amid prospects of an accommodative stance by the United States (US) Federal Reserve. 
Indices received some support from the European Central Bank (ECB) keeping the interest rate unchanged and maintaining its quantitative easing 
program, and positive Chinese economic cues. Midcap and the small cap space witnessed sharp gains in the month. S&P BSE Midcap index and S&P 
BSE SmallCap index rose 2.33% and 6.28%, respectively. 

More gains were capped owing to lackluster earnings from index majors, non-performing asset (NPA) woes and concerns about the Tata group after 
Cyrus Mistry was ousted as the chairman of Tata Sons. Discouraging domestic industrial production data and reports that the special investigation 
team probing black money has sought more details of investments from Securities and Exchange Board of India (Sebi) through participatory notes 
(P-notes) route also impacted the indices. Globally, uncertainty over the US interest rate hike, muted earnings from the US companies and fears of 
the Brexit fallout impacted the domestic indices. Intermittent weakness in the rupee against the dollar and profit booking also weighed on indices.

Majority of the S&P BSE sectoral indices ended higher in October 2016. S&P BSE Oil & Gas was the top gainer – up 8.26% as shares of oil & gas firms 
rallied as a recent rise in global prices of crude oil improved prospects of higher inventory gains. S&P BSE PSU index also rose sharply – up 6.34%. 
Metal stocks sparkled in the month tracking a firm global trend in base metals. S&P BSE Metal rose around 6%. Buying interest in realty stocks 
boosted the market further. S&P BSE Realty gained 2.91%. S&P BSE BANKEX rose 1.46% on optimism that asset quality deterioration has peaked. 
Among the laggards, S&P BSE Auto fell 0.28% on concerns of a likely higher Goods and Services Tax (GST) rate. S&P BSE IT was the top loser, down 
1.92% owing to disappointing earnings numbers and revenue guidance from some sector majors.

Source for numbers: Securities and Exchange Board of India (SEBI), RBI and the respective stock exchanges (BSE, NSE)

Inter-bank call money rates remained below the repo rate for most of the month owing to comfortable liquidity in the system amid periodic fund 
infusion by the Reserve Bank of India (RBI) in the form of repo auctions and an open market bond purchase auction by the central bank towards 
the end of the month. However, some stress was witnessed on call rates after the RBI conducted sporadic reverse repo auctions to drain away 
excess funds. Outflows related to the telecom spectrum auction and Foreign Currency Non-Resident (Bank) or FCNR (B) deposits also led to higher 
rates to a certain extent.

Government bond prices ended higher in the month. The yield of the erstwhile 10-year benchmark bond - the 7.59%, 2026 paper – fell to 6.89% 
on October 28, 2016 from 6.96% on September 30, 2016. The yield of the newly-issued 10-year benchmark – the 6.97%, 2026 paper – fell to 6.79% 
on October 28, 2016 from 6.81% on September 30, 2016. Bonds registered sharp gains after the RBI’s decision to slash interest rates. The central 
bank cut the repo rate by 25 bps to 6.25%. Comments made by RBI Governor Urjit Patel in the customary analyst conference call following the 
policy announcement hinted that the central bank may ease monetary policy further, thereby spurring further gilt buying. The RBI said it is now 
aiming for a neutral real interest rate of 1.25% against 1.50-2.00% earlier. The central bank defines the real interest rate as the difference between 
the yield on the 364-day Treasury bill and the expected level of inflation over a year. Gilts got a boost from a) soft domestic consumer inflation in 
September 2016, b) weak US non-farm payrolls, c) the RBI’s open market operation bond auction on October 25, 2016 for a notified amount of Rs 
10,000 crore, and d) sporadic value buying.

However, further rise in gilts was arrested by intermittent rise in global crude oil prices and United States (US) benchmark Treasury yields, and 
weakness in the rupee. Some gains were given up as the RBI’s Monetary Policy Committee (MPC) meeting minutes diminished hopes of an interest 
rate cut in the near term. In the minutes, central bank officials flagged upside risks to domestic inflation in the January-March period. Profit booking 
ahead of the US Federal Open Markets Committee’s upcoming meeting and the US presidential election also weighed on prices.

Source for numbers: CRISIL Research Fixed Income Database, CRISIL Centre for Economic Research (CCER) and RBI.












































































































































