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Global Positive momentum continues as economies show better than expected ANANDR ATHI
rebound in growth.
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* Global markets, remained largely positive in past month with some caution seen . |

amongst investors amid U.S. Fed’s hawkish comments over taper talks. INDIAN NIFTY .

e On the global front, The U.S. markets ended higher during the passing week as the SHANGHAI COMPOSITE

economic reopening supported markets. The optimism on the economy came as U.S. CAC 40
average daily Covid cases fall as nearly half the U.S. population has received at least ASX 200 |
one vaccination dose. Further, support also came in as investors cheered stronger- DOW i
than-expected labor-market data. Meanwhile, the economic activity in the US DAX ]
manufacturing sector Decreased in May as per Institute for Supply Management KOSPI ]
(ISM) report, manufacturing PMI stood at 61.2 in May, from 60.7 in April. HANG SENG -
* In Eurozone, manufacturing economy experienced a new record improvement in .
operating conditions during May. IHS Markit’s Manufacturing PMI rose to 63.1 in TOPIX i
May, and its highest reading in the survey history. FTSE 100 il
* In Japan, The au Jibun Bank Flash Manufacturing PMI edged down to 53 in May as NIKKIE 225 |
compared to 53.6 in April, signalling a softer but still moderate improvement in the NASDAQ
health of the manufacturing sector. 39 0% 3% 6% 9%

* In China, National Bureau of Statistics reported that official manufacturing PMI for the month of May came in at 51, down from 51.1 in April. The country’s non-
manufacturing PMI, which gauges sentiment in the services and construction sectors, rose to 55.2 in May from 54.9 in April.

* Back home, markets ended Positive in May as Benchmark indices, Sensex and Nifty50 both increased by 6.5%, to settle at 51937.44 and 15582.8, respectively.

* The IHS Markit India Manufacturing Purchasing Managers’ Index (PMI) for May was at 50.8, sliding from April’s reading of 55.5 and indicating loss of growth
momentum.

* India’s retail inflation, measured by CPI jumped to 6.3 per cent in May on account of higher food and energy prices.

* India exports grew by 67.39% year over year at $32.21 billion in May while imports increased by 68.54% year over year to $38.53 billion. The Goods and Services Tax
(GST) collection in May recorded at Rs. 1,02,709 crore.

* Going ahead, global market sentiments continue to reflect caution over U.S. Fed talks of taper as economy shows signs of growth. However, global central banks
continue to maintain its stance of support to economy. In domestic front, recent fall in Covid cases and largely good earnings this season should maintain optimism
in markets.
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NIFTY Performance in May 2021
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NIFTY monthly performance for trailing 12 months
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DIl Net Investments in X cr. in May 2021
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growth surged largely due to base effect while PMI showed

ANANDRATHI
quarters |
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IIP Growth (%) trend (2011-12 base) IHS Markit India PMI (Composite) Monthly Index

150% 134.4% 60
100%
45
50%
24.1%
0% 2'1%0'4%2'2%5.2% 1.0%4 59 2.2% 30
- -1. -U. (0]
6.6% 10557 3.
- . .0
-50% L0
-57.3% 15
-100%
D D (@)} o o o (@] o o o o (@] o o o — — — —
T o5 8 g g g g 8 g 8 g Fd g g g §
+ > O [ o] = = > [ = Qo o + > O [ o] = =
8 g 8 = '}‘) g 2- g = = <3[ g 8 g 8 = S‘) g 2- 0 o o o o o o o o i i — —
B 2 w @ 2 3 v 2 2 2 2 %
5 2 I & & & & & 2 g & B
J Index of Industrial Production (lIP) data for the latest month Apr-21 showed significant uptick in industrial activity. The index stood at 134.4%
for the month.
Q

The IHS Markit India Manufacturing Purchasing Managers' Index (PMI) Composite stood at 48.1 in May-21, the index has not sustained above
the critical 50 threshold for the month. The major contributor in decline was due to services sector.
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Valuations Snapshot: Index historical multiples.
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Nifty Trailing 12M P/E & 5 Yr. Avg. P/E

Nifty Trailing 12M P/B & 5 Yr. Avg. P/B
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) Currently Nifty50 is trading at around 30.8x its trailing 12 month price to earnings ratio while its five year historical average price to earnings
ratio stands at around 24.6x. A premium of around 25% from its five year historical average.
L In terms of price to book ratio, the Nifty50 is trading at around 3.3x it price to book while its five year historical price to book ratio stands at
around 2.9x. A premium of around 13.7% from its five year historical average.
Q

It is to also note that trailing twelve month earnings are significantly lower due to impact of Covid-19 in earnings of companies which has also
contributed in inflating historical multiples.
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t: Broader markets to GDP and G.Sec. Relative valuation
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India Market Cap. To GDP Ratio Nifty50 Earnings Yield & 1 year G.Sec. spread
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Currently India’s listed companies market capitalisation to GDP ratio stands at about 106.7% at month end while it was about 101.5% at the
start of the May-21 month. The ratio is considered an indicative of overall equity market sentiments and cycles.

 In terms of relative attractiveness to one year Government Securities, the Nifty50 — 1yr.Gsec vyield spread stands at 0.5% which is lower to its
period average of 1.6% after a sharp rebound since Dec-2020 onwards.

The overall indication of the above data suggests that major catch up trade has been over for the markets and now its earnings growth which

should further support the markets going ahead.
N b - T =
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Way forward: Nifty50 next twelve month target revised to 17,000 W T

Nifty50 Historical and Estimated EPS
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From the financial year 2020 EPS the consensus estimates for Nifty50 from FY-21 to FY-23 expects earnings to grow at a CAGR of about 23.7%.
Considering the earnings for FY-2020 itself was below par hence the estimated CAGR looks achievable from existing lower base.

L In terms of forward multiples, the markets in Feb-2020 (before selloff) were discounting FY-21 earnings at that time at about 20x with just
about 11% in earnings growth over FY-19. With a CAGR of about 23.7%, the Nifty50 is trading currently at 22.7x FY22E and 19.7x FY23E

earnings.

Coming to the Nifty50 target, we have run three different models. First, based on Nifty50 member companies with latest available Nifty50
weights incorporating latest one month median estimate, second model on earnings yield and thirdly based on target multiples. Based on

these models we have arrived at next twelve month target for Nifty50 at 17,000 levels, no change in target from previous month.
Ak A 000
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Model Portfolio: Performance Snapshot ANANDRATHI
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Model Portfolios Performance Summary (as on May 315t 21)
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J  The model portfolio are based of three investing styles adjusted for risks & volatility of returns namely Conservative, Moderate and Aggressive.
The market cap ratio for Conservative style stands out to be large cap-70%, mid cap-20% and small cap-10% while for Moderate and Aggressive
the ratio stands at large cap-60%, mid cap-25% and small cap-15% and large cap-50%, mid cap-30% and small cap-20% respectively.

J The minimum and maximum number of stocks for the portfolio is 10 and 20 respectively. The model portfolio is reviewed monthly and

rebalanced on quarterly basis.
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Portfolio Constituents

Large Cap
HDFC Bank Ltd.

Hindustan Unilever Ltd.

HDFC Ltd.

Bharti Airtel Ltd.

HCL Technologies Ltd.

Ultratech Cement Ltd.

HDFC Life Insurance Ltd.

Divi's Laboratories Ltd.

SBI Cards And Payment Services Ltd.
Hero MotoCorp Ltd.

Tata Consumer Products Ltd

Aarti Industries Ltd.
Vinati Organics Ltd.

Crompton Greaves Consumer Electricals Ltd.

S.No. Small Cap

1
2

Mahindra Logistics Ltd.
KEC International Ltd.

% Weight
6.0%
7.0%
6.0%
6.0%
7.0%
6.0%
6.5%
6.5%
6.0%
6.0%
7.0%

7.0%
6.5%

6.5%
% Weight

4.8%
5.0%
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Portfolio Constituents

S.No. Large Cap % Weight

ICICI Bank Ltd. 5.0%
UPL Ltd. 5.0%
HDFC Ltd. 5.0%
Bharti Airtel Ltd. 5.0%
Infosys Ltd. 5.0%
Ultratech Cement Ltd. 5.0%
HDFC Life Insurance Co. Ltd. 5.0%
Divi's Laboratories Ltd. 5.0%
SBI Cards And Payment Services Ltd. 5.0%
Hero MotoCorp Ltd. 5.0%
Tata Consumer Products Ltd 5.0%
HDFC Bank Ltd. 5.0%

S.No. Mid Cap % Weight

U b~ WN -

Navin Flourine Ltd. 5.0%
Exide Industries Ltd. 5.0%
Dixon Technologies Ltd. 5.0%
Mphasis Ltd. 5.0%
Federal Bank Ltd. 5.0%
Small Cap % Weight
Sudarshan Chemical Industries Ltd. 5.0%
NCC Ltd. 5.0%
KEI Industries Ltd. 5.0%
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Portfolio Constituents

1 ICICI Bank Ltd. 5.0%
2 UPL Ltd. 4.0%
3 HDFC Ltd. 5.0%
4 Bharti Airtel Ltd. 5.0%
5 HCL Technologies Ltd. 5.0%
6 Ultratech Cement Ltd. 4.0%
7 SBI Life Insurance Co. Ltd. 4.0%
8 Divi's Laboratories Ltd. 5.0%
9 SBI Cards And Payment Services Ltd. 5.0%
10 Hero MotoCorp Ltd. 4.0%
11 Tata Consumer Products Ltd 4.0%
1 SRF Limited 6.0%
2 Exide Industries Ltd. 6.0%
3 Balkrishna Industries Ltd. 6.0%
4 Mphasis Ltd. 6.0%
5 Dixon Technologies Ltd. 5.9%
S.No. Small Cap % Weight
1 Ashoka Buildcon 5.0%
2 KEC International Ltd. 5.0%
3 Deccan Cements 5.0%
4 NOCIL Ltd. 5.0%
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Analyst Certification

O The views expressed in this Research Report accurately reflect the personal views of the analyst(s) about the subject securities or issuers and no part of the compensation of the research analyst(s) was, is, or will be directly
or indirectly related to the specific recommendations or views expressed by the research analyst(s) in this report. The research analysts are bound by stringent internal regulations and also legal and statutory requirements

of the Securities and Exchange Board of India (hereinafter “SEBI”) and the analysts’ compensation are completely delinked from all the other companies and/or entities of Anand Rathi, and have no bearing whatsoever on
any recommendation that they have given in the Research Report.
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Research Disclaimer and Disclosure inter-alia as required under Securities and Exchange Board of India (Research Analysts) Regulations, 2014

Anand Rathi Share and Stock Brokers Ltd. (hereinafter refer as ARSSBL) (Research Entity, SEBI Regn No. INHO00000834,Date of Regn. 29/06/2015) is a subsidiary of the Anand Rathi Financial Services Ltd.
ARSSBL is a corporate trading and clearing member of Bombay Stock Exchange Ltd, National Stock Exchange of India Ltd. (NSEIL), Multi Stock Exchange of India Ltd (MCX-SX) and also depository
participant with National Securities Depository Ltd (NSDL) and Central Depository Services Ltd. ARSSBL is engaged into the business of Stock Broking, Depository Participant, Mutual Fund distributor.

The research analysts, strategists, or research associates principally responsible for the preparation of Anand Rathi Research have received compensation based upon various factors, including quality of
research, investor client feedback, stock picking, competitive factors, firm revenues.

General Disclaimer: - This Research Report (hereinafter called “Report”) is meant solely for use by the recipient and is not for circulation. This Report does not constitute a personal recommendation or
take into account the particular investment objectives, financial situations, or needs of individual clients. The recommendations, if any, made herein are expression of views and/or opinions and should
not be deemed or construed to be neither advice for the purpose of purchase or sale of any security, derivatives or any other security through ARSSBL nor any solicitation or offering of any investment
/trading opportunity on behalf of the issuer(s) of the respective security (ies) referred to herein. These information / opinions / views are not meant to serve as a professional investment guide for the
readers.No action is solicited based upon the information provided herein. Recipients of this Report should rely on information/data arising out of their own investigations. Readers are advised to seek
independent professional advice and arrive at an informed trading/investment decision before executing any trades or making any investments. This Report has been prepared on the basis of publicly
available information, internally developed data and other sources believed by ARSSBL to be reliable. ARSSBL or its directors, employees, affiliates or representatives do not assume any responsibility for,
or warrant the accuracy, completeness, adequacy and reliability of such information / opinions / views. While due care has been taken to ensure that the disclosures and opinions given are fair and
reasonable, none of the directors, employees, affiliates or representatives of ARSSBL shall be liable for any direct, indirect, special, incidental, consequential, punitive or exemplary damages, including
lost profits arising in any way whatsoever from the information / opinions / views contained in this Report. The price and value of the investments referred to in this Report and the income from them
may go down as well as up, and investors may realize losses on any investments. Past performance is not a guide for future performance. ARSSBL does not provide tax advice to its clients, and all
investors are strongly advised to consult with their tax advisers regarding taxation aspects of any potential investment.

Continued...
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Contd.

Opinions expressed are our current opinions as of the date appearing on this Research only. We do not undertake to advise you as to any change of our views expressed in this Report. Research Report
may differ between ARSSBL’s RAs and/ or ARSSBL’s associate companies on account of differences in research methodology, personal judgment and difference in time horizons for which
recommendations are made. User should keep this risk in mind and not hold ARSSBL, its employees and associates responsible for any losses, damages of any type whatsoever.

ARSSBL and its associates or employees may; (a) from time to time, have long or short positions in, and buy or sell the investments in/ security of company (ies) mentioned herein or (b) be engaged in
any other transaction involving such investments/ securities of company (ies) discussed herein or act as advisor or lender / borrower to such company (ies) these and other activities of ARSSBL and its
associates or employees may not be construed as potential conflict of interest with respect to any recommendation and related information and opinions. Without limiting any of the foregoing, in no
event shall ARSSBL and its associates or employees or any third party involved in, or related to computing or compiling the information have any liability for any damages of any kind.

Details of Associates of ARSSBL and Brief History of Disciplinary action by regulatory authorities & its associates are available on our website i. e. www.rathionline.com

Disclaimers in respect of jurisdiction: This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or
other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would subject ARSSBL to any registration or licensing requirement within such
jurisdiction(s). No action has been or will be taken by ARSSBL in any jurisdiction (other than India), where any action for such purpose(s) is required. Accordingly, this Report shall not be possessed,
circulated and/or distributed in any such country or jurisdiction unless such action is in compliance with all applicable laws and regulations of such country or jurisdiction. ARSSBL requires such recipient
to inform himself about and to observe any restrictions at his own expense, without any liability to ARSSBL. Any dispute arising out of this Report shall be subject to the exclusive jurisdiction of the
Courts in India.

Copyright: - This report is strictly confidential and is being furnished to you solely for your information. All material presented in this report, unless specifically indicated otherwise, is under copyright to
ARSSBL. None of the material, its content, or any copy of such material or content, may be altered in any way, transmitted, copied or reproduced (in whole or in part) or redistributed in any form to any
other party, without the prior express written permission of ARSSBL. All trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service
marks of ARSSBL or its affiliates, unless specifically mentioned otherwise.
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Statements on ownership and material conflicts of interest, compensation - ARSSBL and Associates
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Answers to the Best of the knowledge and

Sr. No. Statement belief of the ARSSBL/ its Associates/ Research
Analyst who is preparing this report
1 ARSSBL/its Associates/ Research Analyst/ his Relative have any financial interest in the subject company? Nature of Interest (if applicable), is given against the NO
company’s name?.
ARSSBL/its Associates/ Research Analyst/ his Relative have actual/beneficial ownership of one per cent or more securities of the subject company, at the end of
2 the month immediately preceding the date of publication of the research report or date of the public appearance?. NO
3 ARSSBL/its Associates/ Research Analyst/ his Relative have any other material conflict of interest at the time of publication of the research report or at the time of NO
public appearance?.
4 ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation from the subject company in the past twelve months. NO
5 ARSSBL/its Associates/ Research Analyst/ his Relative have managed or co-managed public offering of securities for the subject company in the past twelve NO
months.
ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation for investment banking or merchant banking or brokerage services from
6 the subject company in the past twelve months. NO
ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation for products or services other than investment banking or merchant
7 banking or brokerage services from the subject company in the past twelve months. NO
8 ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation or other benefits from the subject company or third party in connection NO
with the research report.
9 ARSSBL/its Associates/ Research Analyst/ his Relative have served as an officer, director or employee of the subject company. NO
10 ARSSBL/its Associates/ Research Analyst/ his Relative has been engaged in market making activity for the subject company. NO




