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Is the Economy on a Great Rebound? 

The ‘Great Rebound’ of the Economy offers a Great Investment Opportunity 

• Economic data points indicate that economic activity has already rebounded and reached levels seen pre-Covid-19 

• This ‘Great Rebound’ is supported by the fact that the outlook for the next several quarters and for the next 2 

years is significantly higher 

• Investors should be aware that certain sectors have been permanently impaired, and their past financials do not 

reflect their future. These might look cheap on their valuation multiples but are not 

• Investors should also avoid sectors which are popularly identified to benefit from the rebound but are overvalued 

• Investors should focus on bottom-up research to allocate to SuperNormal Companies at SuperNormal Prices in a 

staggered manner over October, November and December 2020 to benefit from any volatility 

 

“2022 India GDP real 

growth rate estimates are 

in 8-10% range” 

 
Indian Investors should 

stagger their allocation to US 

and Indian equities over the 

next three months 

 

Economic Rebound Underway… 

While the focus of most discussions is on the negative impact of Covid-

19 on GDP in Calendar 2020 for US and FY 2021 for India, and the fact 

that the markets are overvalued, S&P 500 (PE=31.24) and Sensex 

(PE=27.82), the point that there is probably a Great Rebound underway 

is being missed. 

A large number of economic data points indicate that post the Covid-19 

related reduction in Apr-Jun 2020 quarter, economic activity has 

already rebounded to a significant percentage of the pre-Covid-19 

levels in most cases, to even surpassing it. Further, the outlook for the 

next several quarters and for the next 2 years is significantly higher.  

This rebound, which we term the Great Rebound, is already underway. 

Investors would do well to pay heed to this phenomenon in a calm, 

analytical manner and not be in panic mode.  

Interestingly, this panic mode is also being manifested in two seemingly 

contradictory ways. On the one hand there is the panic of being in a 

“bubble” or at a “market top”. On the other hand, there is FOMO—the 

fear of missing out—on the market rally.  
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We suggest that investors try to understand the actual economic 

activities which are taking place, their direction, quantum and impact.  

Further, the investors should do a bottom-up research to find out the stocks which are benefiting from this 

rebound in terms of increased sales, earnings and improved fundamentals, while being available at a significant 

discount to their conservatively estimated intrinsic value. 

The companies where the intrinsic values based on conservative estimates of long-erm fundamentals are 

significantly higher than what the market is giving them credit for are the ones to be considered for 

investments. 

The Scientific Investor takes the improved macro-economic data to be informed about the improved 

economic background in which the companies operate. Sectors, industries, or companies which might have 

a negative structural impact due to Covid-19 have to be identified based on the macro-economic 

information. The projections for the impacted companies must account for this structural change in their 

future. For example, airlines, travel, tourism, hospitality, entertainment, and commercial real estate might 

have been permanently impacted and structural changes in these industries must be accounted for. 

Many other industries and companies might have significantly improved prospects and these, too, should be 

incorporated, though on a conservative basis. For example, pure ecommerce companies, retailers with 

significant online sales focus or ones which have pivoted quickly to adapt to the new reality and opportunity, 

video conferencing and collaborative tool providers etc.  

In contrast to typical investment programs which focus on trying to predict which sectors etc. will benefit 

from this shift and try to go long on them, we at OmniScience, believe that the focus should be on a bottom-

up analysis and searching for companies which might be at a discount to their intrinsic value. Where the 

information or insight about the change in prospects is handy for Scientific Investors is when projecting the 

financials of the companies. The companies which are negatively impacted will be projected with 
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significantly worse financials as compared to their pasts and the ones which are positively impacted will be 

projected with improved financial as compared to their past. 

This also highlights why the typical, rules-based or Smart Beta strategies are unlikely to work in a disrupted 

macro-economic scenario. The Great Transformation was already underway worldwide with the Technology 

Transformation (recognized and captured in our AIoT (US)—Artificial Intelligence and Internet of Things—

and DX (India)—Digital Transformation—thematic portfolios) and Global Supply Chain Rearchitecting away 

from China (probably helping India partly with our Omni Supreme India portfolio providing that exposure). 

The Covid-19 disruption just accelerated these transformations. 

An illustrative set of data is presented which indicates that the Great Rebound is already underway in both 

US and India. This is followed by data supporting the continued growth momentum to continue in the 

medium term. Finally, a few risk factors which could delay or derail this scenario are also discussed.   

US Rebound 

Several economic parameters indicate that the economic activities have regained levels close to the pre 

covid-19 levels or in many cases surpassed those levels. The following exhibit lists down multiple such 

indicators. 

Economic Indicator Details (Source) 

Retail Sales Headline Retail sales jump 1.9% in Sep 20 and is above Feb 20 level. (US census bureau) 

New House Sales Single family new house sold in Aug 20 at 1,011,000 units is highest in more than 10 years. (US 

census bureau) 

ISM ISM Purchase manager indices in expansion range – Sep 20 ISM Manufacturing index at 55.4 

and Nonmanufacturing at 57.8. (Institute of Supply Management) 

Employment Level of employment in Sep 20 is only 7% lower (~10mn) than Feb 20 level. (US Bureau of 

Labor Statistics as quoted US Economic Activity report Oct 2020 of Federal Reserve Bank of 

Dallas) 

Jobless Claims Jobless claims in the month of Oct20 fell to 800K-900K from around 7000K in Apr 20. (US 

Department of Labor) 

Consumer Spending US consumers expected to spend same or more than their last holiday season spending 

(eMarketer.com survey1) 

Auto Sales US auto sales show signs of recovery in Q3 2020 (The wall street journal article2) 

Business Applications Quarterly business applications have crossed 1500K in Q3 2020, an 82% jump from last year 

(Business Formation Statistics, US census bureau) 

Exhibit 1: US Economic indicators | Source: OmniScience Capital, Multiple third-party sources as indicated in parenthesis 

 

India Rebound 
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Economic Indicator Details (Source) 

GST Collection GST collection up by 4% in Sep20 (Ministry of Finance, India) 

Unemployment Rate 
Sep 20 unemployment rate down to 6.7% from 23.5% in Apr 2020 (Feb20 TTM avg. 7.5%) 

(CMIE) 

Auto Sales Auto Sales growth at 2Yr High with 31% YoY jump in Passenger Vehicles (SIAM) 

PMI PMI in Sep 20 at 56.8 highest in over eight years (IHS Markit) 

Power Demand 
Power demand in Sep20 at 113.5bn units is 7.9% higher than Jan20 (National Load Despatch 

Centre) 

IIP 
IIP recovered from 40% YoY lower level in Apr20 to ~90% YoY industrial production level in 

Jul20 (Ministry of Statistics and Program Implementation) 

Railway Freight Railways Freight Originating up 15% YoY in Sep20 (CEIC) 

Exports Exports grew by 5.3% to $27.4bn in Sep20 (Ministry of Commerce) 

External Account External account position best since the liberalization (RBI) 

Fuel Sales Petrol Sales cross pre-Covid-19 levels (Oil PSUs retail sales) 

Tractor Sales Tractor sales up 28% in Sep 20 compared to last year (TMA) 

Exhibit 2: India Economic indicators | Source: OmniScience Capital, Multiple third-party sources as indicated in parenthesis 

 

 

 

Continued Growth Momentum  

The growth momentum seen so far is expected to continue for the next multiple quarters to couple of years. 

For US and India this trajectory is expected to continue longer on back of tech transformation and large 

planned capital expenditure as discussed below. 

• Global Growth recovery 

The real GDP growth rate projection for 2021 by IMF is 5.2% for the global GDP growth, 5.2% for Euro Area 

and 3.1% for the US. Similarly, OECD real GDP growth estimates for 2021 for G20, Euro Area and US at 5.7%, 

5.1% and 4.0% respectively. This means that the nominal GDP growth rate for US should range between 5-

6% for 2021. Similar data is suggested by the US Fed dot plot for the next two years. This is clearly a strong 

growth momentum that we are expected to witness. The consumer spending, the biggest driver for the US 

economy, is up in Sep 20 as per the retail sales growth data. And more than half of the consumers expect to 

spend as much or more than the last holiday season.  
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Further, there are many US large technology firms that have done well throughout the pandemic which in 

some ways has helped them by speeding up the technology transformation that has been brought upon by 

these tech giants. This transformation is expected to continue for many years and help US and global 

economies to continue to grow. 

• Investment Flow and Global supply chain rearchitecting  

The ZIRP or near zero interest rate policy is keeping the investment hurdle rates low for investments. This 

coupled with the Global supply chain rearchitecting away from China is creating opportunities for fresh long-

term investments into various emerging markets including India.  

• AatmaNirbharBharat Abhiyan (Covid-19 Relief Plan ~20 lakh crore) 

The stimulus package announced as Covid-19 relief plan has already achieved 2.33 lakh crore direct cash 

transfer, 320 lakh MT free food grains to 81 crore people and 13.78 crore free LPG cylinders. This will further 

help free up money to be spent on other consumption avenues and the uptick in the rural demand is an 

indication of this. Further, in Oct 20 the government announced additional package of 73,000 crore which 

includes 12,000 crore of interest free debt for states and 36,000 crore expected impact with LTC Cash 

Voucher scheme and INR 10,000 advances to govt. employees. These measures are expected to sustain the 

consumption demand for multiple future quarters. 

• National Infra Pipeline ~INR 100 lakh crore 

National Infrastructure Pipeline (NIP) is infrastructure spending roadmap for the next five years for India. 

The government laid out the various segment wise spending details of this plan early this year. There is a 

plan to undertake infrastructure projects worth INR 102 lakh crore across key sectors such as railway, power, 

roads and ports over 5 years. There is also key focus on the defense indigenization under the self-reliance 

and Make in India efforts. 

 

 

 

Strong growth forecast for India 

14-15% Nominal GDP growth forecast for 2021 

OECD estimate for Indian GDP growth stands high at 10.7% real growth rate. IMF estimate is at 8.8% real 

growth. As per our estimate this growth rate forecast can be sustained for 2022 as well on the back of 

various fiscal incentives and prevailing lower interest rates. This expected recovery could offer great 

investment opportunities in Indian equities space. However, one needs to be cautious as the broader market 

indices indicate that the markets may be overvalued. The exhibit below indicates the price multiple and the 

yields for India and US equities. Therefore, Large cap MFs and ETFs are not the optimal way to go about 

equity allocation. Rather, a selective portfolio is the need of the hour. 

Asset Class Price Multiple Yield 

Indian Equity 38.3 2.6% 
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India IT Equity 22.2 4.5%    

US Equity 19.4 5.2% 

US Technology Equity 22.1 4.5% 

Exhibit 3: Valuation multiple for India and US equities | Source: OmniScience Capital Research report - From the Mythical Bubble 

into a Vacuum Sep 2020 (http://www.omnisciencecapital.com/from-the-mythical-bubble-into-a-vacuum/) 

 

Risk to the hypothesis 

There are certain risk factors to the expected economic rebound that have been discussed in this report. 

There is so far no confirmed news for a vaccine for covid-19, hence the impact of the pandemic can continue 

for a longer period. There is also the possibility of further lock downs if the number of infected cases start to 

rise steeply. Further lockdowns could push the economic rebound to later time periods. But the important 

point from a mid-term horizon is that the rebound is likely to happen within the next 3-year period even 

with further lockdowns.  

There is also uncertainty to the capital flows, infrastructure spending and the timeline of the same.  

 

Actionable for Investors 

Future will always have uncertainties and any view of the future should be made with that awareness. As an 

investor what is important to understand is that during uncertain times one is likely to get good investment 

opportunities in businesses where Mr. Market is not happy with the uncertain cash flows and growth 

trajectories of certain businesses. These businesses might be available at a significant discount to their 

intrinsic values based on even their conservative cash flow projections. If the actual cash flows turn out to be 

better than that then the eventual discount to actual intrinsic values might be much higher. These are the 

kind of opportunities one should look for where even if things are not great one makes higher than the 

market discount rate and if things turn out to be much better, then the returns are significantly better.  

If the portfolio is constructed carefully by focusing on companies with a high likelihood of doing better than 

Mr. Market is giving them credit for, due to sentimental reasons, the resulting portfolio should prove “quite 

rewarding”, as Benjamin Graham might have put. 

Scientific Investors should focus on a portfolio of SuperNormal Companies available at SuperNormal Prices, 

such as, Omni Supreme US or Omni Supreme India and allocate capital to it, assuming they have capital 

available and risk appetite for equity allocations with the goal of long-term wealth creation. Ideally, they can 

do new lumpsum investments or top-ups spread out over October, November, and December.   

It is likely that there could be some volatility in the market pre-and-post-US elections during October and 

November. December has been a tax-loss harvesting month for US markets and could see continued 

volatility if elections throw up mixed results. This staggered allocation will help benefit from this volatility. Of 

course, it is possible that the markets continue rising for all three months as well. But the staggered 

allocation approach looks more logical to us. 

 

http://www.omnisciencecapital.com/from-the-mythical-bubble-into-a-vacuum/
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1 https://www.businessinsider.com/consumers-expect-spending-to-bounce-back-amid-the-holiday-season-2020-10?IR=T 

2 https://www.wsj.com/articles/u-s-auto-sales-show-signs-of-recovery-in-third-quarter-11601569086 
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OmniInsight 

“Most market participants chase 

alpha but get risks, while one 

could chase safety and get 

alpha” 

 
   info@omnisciencecapital.com 

        www.omnisciencecapital.com 

Nucleus House, Saki Vihar Road,    

Powai, Mumbai – 400072  

   +9122 28583761/51 

Follow Us 

 

About OmniScience Capital 

A Global Investment Management firm focused on global equity investments 

empowered by its proprietary Scientific Investing philosophy.  

OmniScience Capital is a joint initiative of Team OmniScience and the financial 

services conglomerate Asit C Mehta Group (35+ years, AUM: 3000 crores) to 

bring Scientific Investing to Indian and Global investors. Read more… 
 

Global Investment Focus 

OmniScience’s vision is to provide global investors with global opportunities via 
SuperNormal Portfolios for US, Europe, India and Transformative Technologies. 
Our Omni Supreme US and AIoT investment strategies help clients take 
exposure to US markets. Read more… 
 

Scientific Investing 

Scientific Investing creates a SuperNormal Portfolio designed to survive and 
thrive through uncertainties, delivering optimal “Return on Safety”. Read 
more… 

   

 

Disclosures & Disclaimers 
Omniscience Capital Advisors Private Limited (Omniscience Investment Advisers) is a SEBI registered Investment Advisory firm with registration no. INA000007623.  

Equity investments are subject to market risks. Global investments are subject to currency risk, country risk and other risk factors. Please read all related documents carefully. An investor 
should consider the investment objectives, risks, and charges & expenses carefully before taking any investment decision. Wherever there is the potential for profit there is also the 
possibility of loss. Therefore, investors may lose capital in markets. Past performance is not necessarily indicative of future results. This is not an offer document. This material is intended 
for educational purposes only and is not an offer to sell any services or products or a solicitation to buy any securities mentioned or otherwise. Any representation to the contrary is not 
permitted. This document does not constitute an offer of services in jurisdictions where the company does not have the necessary licenses. 

Performance is based on the investments done in portfolios with proprietary money. The performance numbers are pre-expense and unaudited. Global portfolios are maintained by an 
independent global custodian and the performance is calculated based on the portfolio holdings. India portfolios are maintained by Orbis Financial Corporation ltd, an independent, SEBI 
registered custodian and fund accountant; performance is based on the NAV maintained by the fund accountant. All benchmark returns and global portfolio returns are price returns 
starting from May 1, 2020. Beta and Standard deviation are calculated based on daily returns since inception. Individual returns of Clients for a particular portfolio may vary significantly 
from the mentioned model portfolio performances and the performance of the other portfolios. No claims may be made or entertained for any variances between the performance 
depictions and individual portfolio performance. The data is provided as an illustration of the behavior of the strategy under different market conditions. Reader should not use it to form an 
opinion about the future returns from the strategy. No express or implied guarantees or warranties about the accuracy and/or completeness of the performance are being made and 
OmniScience Capital shall have no liability for any damages, claims, losses or expenses. Neither the investment adviser nor its Directors or Employees shall be in any way liable for any 
variations noticed in the returns of individual portfolios. 

Our discussion may include assumptions, estimates or other information that might be considered forward-looking. While these forward-looking statements represent our current judgment 
on what the future holds, they are subject to risks and uncertainties that could cause actual outcomes to differ materially. We assume no obligation to revise or publicly release any 
revision to these forward-looking statements in light of new information or future events. No guarantee can be given about the accuracy and/or completeness of the data, Omniscience 
makes no warranties or representations, express or implied, on the products and services offered. It accepts no liability for any damages or losses, however caused, in connection with 
the use of, or on the reliance of its product or services. The information relating to any company or economic trends herein is derived from publicly available sources and no 
representation as to the accuracy or completeness of such information can be made. We may have recommended stocks, or stocks in the mentioned sectors to clients, including having 
personal exposure. 

This communication is confidential and is intended solely for the addressee. This document and any communication within it are void 30-days from the date of this presentation. It is not to 
be forwarded to any other person or copied without the permission of the sender. Please notify the sender in the event you have received this communication in error.  

CONTACT |  UNSUBSCRIBE 

M 

Dr. Vikas V. Gupta 
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Varun Sood 
VP Quantitative Research 
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investment research 

• At a previous asset management firm, he 
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covered US and International markets 
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Business, France. 
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