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Equity Investing: Global Markets Update ANANDRATFHI G

Global Markets performance in Dec-22

KOSPI

NASDAQ

NIKKIE 225

TOPIX

DOW

CAC40

INDIAN NIFTY

ASX 200

DAX

SHANGHAI COMPOSITE

FTSE 100

HANG SENG

-12% -9% -6% -3% 0% 3% 6% 9%
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Equity Investing: Monthly musings

Sector wise performance during the month NIFTY Performance in Dec 2022
19,000
BSE Power Index

BSE IT Index 18,600
BSE Auto Index 18,200
BSE Cons. Durable Index 17,800

BSE Realty Index 17,400 . . . .

1-Dec 8-Dec 15-Dec 22-Dec 29-Dec
BSE Healthcare Index

NIFTY monthly performance for trailing 12 months
12%

BSE FMCG Index

BSE Capital Goods Index 8%

BSE Oil & Gas Index 4% I I I
O% ’J T T l T T . T l T T T I T I T T T r
4% I

-8%

BSE Bankex

BSE Metal Index 3.0%

-8% 0% 8%

Jun-22
Jul-22

Dec-21
Jan-22
Feb-22
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Apr-22
May-22
Aug-22
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Oct-22
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Equity Investing: Index valuations ANANDRATHI
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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 22.4x its trailing 12 month earnings while its five year historical average price to earnings ratio stands at
around 25x. A discount of around 10.3% from its five year historical average.

In terms of price to book ratio, the Nifty50 is trading at around 3.3x its book value while its five year historical price to book ratio stands at
around 3x. A premium of about 9.5% to its five year historical average.
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Equity Investing: Index valuations contd.

Nifty Historical and Estimated EPS (Consensus)
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o

* Nifty50 earnings are estimated (consensus) to grow at a CAGR of about 16% in next three years from FY21 onwards till FY24.
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Equity Investing: Broader Market valuations ANANDRATH]I
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India Market Cap. to GDP Ratio
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* Currently India’s listed companies market capitalisation to GDP ratio stands at about 105.1% currently while it was about 107.2% in previous
month.

* The ratio is considered an indicative of overall equity market sentiments and cycles.



Equity Investing: Big Money Flow
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FIl Monthly Inflows in Equity (X Crore) DIl Monthly Inflows in Equity (X Crore)
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FIl monthly inflows for the month of Dec-22 has seen net outflows of almost X745 crores and ended the year with eighth negative flows in last
twelve months.

On the other hand, domestic funds have seen monthly net inflows of around 24,160 crores which is largest in last six months.



Equity Investing: Growth & Inflation

30% 27-6%

25%
20%
15%
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-5%
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IIP Growth (%) trend (2011-12 base)
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Food, Fuel, Core & CPI Inflation (%) YoY

o o o — — — — — — o~ o~ o~ o~ o~ o~
8] 8§ § § § & § § § o Q9 § «
[eT0] +- o o) = [y [eT0] + o o) = [ [eT0] + (S}
=] o [} Q. = o [} Qo = o ]
< (@] (= L < 3 < o (= L < 3 b o o
—Food —Fuel —Core = CPI Inflation

Index of Industrial Production (IIP) data for the latest month Nov-22 came in strongly positive following a negative print in previous month.
The index stood at 7.1% for the month.

Latest inflation data released showed marginal decrease in inflation except Fuel inflation which was seen increasing to 11% while decrease in

inflation was seen in Food inflation to 4.6%. The Core inflation for the Dec-22 month remained stable at 6.3%.



Top Ideas Holdings & Allocation

S.No. Large Cap

1 UPL Limited

2 ICICI Bank Limited

3 State Bank Of India
4 Bharti Airtel Limited

S.No. Mid Cap

1 Deepak Nitrite Ltd.
2 Cummins India Ltd.
3 Max Healthcare Institute Ltd.

S.No. Mid Cap

1 NRB Bearings Ltd.
2 Heidelberg Cement India Ltd.
3 MM Forgings Ltd.

NOTE: The strategy has shifted from individual weight based to equal

distribution.
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EQUITY

Small Cap
30%

Large Cap
40%

Auto & Ancs.

20% Financial Services

10%

Consumer & Agri
0%

Constr. Material
10%



Top Ideas Performance
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300
280
260
240
220
200
180
160
140
120
100 s
80
60

Jan-19

Mar-19
May-19
Jun-19
Aug-19
Oct-19
Dec-19
Feb-20
Apr-20
Jun-20
Aug-20
Oct-20
Dec-20
Feb-21
Apr-21
Jun-21
Aug-21
Oct-21
Dec-21
Feb-22
Apr-22
Jun-22
Aug-22
Oct-22
Dec-22

—Top ldeas Nifty 500

Period Portfolio % Return Nifty500 % Return

One month -4.7% -3.1%

4.2%
15.4%
3.0%
13.9%

Three months 2.2%
Six months 9.5%
One Year -4.9%

Since Inception CAGR (Jan-19) 25.3%
NOTE: Performance as of 30t" Nov 2022.
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GROWTH SLOWDOWN LIKELY IN FY24

Despite going better than most peers, India likely to face considerable growth slowdown

Real GDP, Rs. trillion

Dec-17 328
Mar-18 352
Jun-18 |EEEEE:
Sep-18 [BEZE)
Dec-18 |¥¥-)
Mar-19 37.2
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growth to slowdown Dec-21 |JEEE
Mar-22 40.8

Jun-22
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Mar-20 (iR
Jun-20 |B

Sep-20 |EkkN
After collapse in Till Sep’22, India With high trade Dec-20 ] 36.3
Jun'20, real GDP recorded strong deficit and Mar-21 |
bounced back investment, slowing investment AN 32.5
sharply consumption GDP growth likely Sep-21 |RERY
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MOST ECONOMIC ACTIVITIES SHOW SIGNS OF STRONG GROWTH

Some areas of weakness, behavioural changes visible

Energy use — Pre/Post pandemic, growth, %
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HIGH TRANSACTIONS

Financial transactions
rising, some changes

Net banking

Card Payments-29.7

Debit Transfers

Credit transfer

CCIL clearance

RTGS

-43

467

523

51.5
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Eway bills

Rail freight

Rail passenger

Air cargo

Air passenger

Aircraft Movement
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INDUSTRY A MIXED BAG WITH ENCLAVES OF STRENGTHS AND WEAKNESSES

Stat of capex helped infra, localisation of supply chain aiding intermediate, consumption weak spot

Growth in industry during 2022 vs. average of 2019 and 2021, %

MANU. ON SLOW ROAD Staples -3.6
Manufaciuring still in slow Dorchiiis
growth phase

Infra

CAP GOODS IN POSITIVE
Intermediate

New capacity creation growing at
slow pace Capital goods

Primary

INTERMEDIATE, INFRA UP

Start of capex, strengthening of
supply chain

Electricity 121

Manufacturing

WEAK CONSUMPTION s
Mining

Durables and staples both in

contraction mode
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RURAL HAS BEEN A CONCERN, MAY IMPROVE

Low food prices, hardship for MSME, lower urban remittance seem to be impacting rural demand

Food and non-food in inflation, %

el LOWER FOOD PRICES
14 1 Currently food inflation much
5 lower vs non-food inflation
10 4
g | GOOD CROP
- Rabi crop has been good, free
ration till end 2023
4 4
2 A LOWER RURAL-URBAN GAP
0 T ¥ v 3 - ¥ v ; . High frequency data suggest
5 narrowing of gap
2L
& i © o ~ © o S o PN SUPPORT FROM BUDGET
2 g 8 g g g 8 8 8 8
o o o o o o o o o o In the run-up to 2024 election,

Food e==MNon-food budget likely to provide support



CORPORATE SALES HAS STALLED
After rapid growth, sales not growing

WELL ABOVE

PRE-PANDEMIC

Corporate sales in
Sep’'22 quarter
same as Jun'22

Sales growth vs.
pre-pandemic
impressive

Pent-up demand
over as also
market share gain
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Corporate sales, Rs. billion

Sep-22
Jun-22
Mar-22
Dec-21
Sep-21
Jun-21
Mar-21
Dec-20
Sep-20
Jun-20
Mar-20
Dec-19 |SISSTINNNN
Sep-19
Jun-19
Mar-19
Dec-18




CORPORATE PROFIT DECLINED FOR TWO QUARTERS

Input cost pressures, slower demand growth

BOTH Q/Q AND
Y/Y FALL IN SEP’22

Corporate profit
growth lost
momentum

INPUT COST
PRESSURE

Part of the pressure
may ease as global
prices corrected

DEMAND CONCERN
REMAINS

Growth slowdown
would keep earnings
growth slow

Corporate net profit, Rs. billion

Sep-22
Jun-22
Mar-22
Dec-21
Sep-21
Jun-21
Mar-21
Dec-20
Sep-20
Jun-20
Mar-20
Dec-19
Sep-19
Jun-19
Mar-19
Dec-18
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DESPITE RECENT PRESSURES, CORPORATE SECTOR DOING WELL

Normalisation of demand, no specific thematic play

SERVICES
NORMALISING

In 2021, goods deman
normalized, in 2022,

services normalising

CONSUMPTION CATCHING
upP

Investment theme did well in
2021, in 2022, consumption
catching up

HIGHER MARGIN

Most sectors registere
margin expansion,
cyclicals saw otherwise

Sales growth — Avg. 2022 vs 21/19, %

138 Hospitality

81 Mining

78 Oil & gas

68 Basic chem
67 Metal products
59 Power

55 Retail

53 Fertilizer

47 Textiles

46 Jewellery

46 Auto

46 Iron & steel
44 Food products
42 Capital goods
41 Paints

39 Electrical

37 Construction
32 Cement

27 Tech

25 Real estate
12 Pharma
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Net margin— Avg. 2022 vs 21/19, bps

Hospitality 4717
Mining -236 :
Oil & gas -300
Basic chem 177
Metal products 1 420
Power -5 ]
Retail | 348
Fertilizer i 63
Textiles 1293
Jewellery | 298
Auto 1 477
lron & steel -63-
Food products 113
Capital goods | 281
Paints -154
Electrical 1615
Construction I 15
Cement -469 ]
Tech 187
Real estate : 1458
Pharma -154 |
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SINCE 2011, ON THE BALANCE NIFTY 50 CORRECTED BEFORE AND ON BUDGET DAY BUT THEN RALLIED

Maximum budget day return 4.7%, maximum correction 2.5%
Change, %

Moximum Median Minimum
Month 10.7 Month Month
E Week Week ‘2’3 Week E
Day Day Day
= Month Month o Month =
= = =
= Week Week = Week =
Close Close Close
) Low 02 Low _E‘ Low E
= = =
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= High 51 High =2 High =
Open 1.1 Open Open
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Disclaimer:

In the preparation of the material contained in this document, Anand Rathi Group (ARG), has used information that is publicly available, including information developed in-house. Some of the material
used in the document may have been obtained from members/persons other than the ARG and/or its affiliates and which may have been made available to ARG and/or its affiliates. Information gathered
& material used in this document is believed to be from reliable sources. ARG however does not warrant the accuracy, reasonableness and/or completeness of any information. For data reference to any
third party in this material no such party will assume any liability for the same. ARG and/or any affiliate of ARG does not in any way through this material solicit any offer for purchase, sale or any financial
transaction/commodities/products of any financial instrument dealt in this material. All recipients of this material should before dealing and or transacting in any of the products referred to in this
material make their own investigation, seekappropriate professional advice.

ARG (including its affiliates) and any of its officers directors, personnel and employees, shall not liable for any loss, damage of any nature, including but not limited to direct, indirect, punitive, special,
exemplary, consequential, as also any loss of profit in any way arising from the use of this material in any manner. The recipient alone shall be fully responsible/ are liable for any decision taken on the
basis of this material. All recipients of this material should before dealing and/or transacting in any of the products referred to in this material make their own investigation, seek appropriate professional
advice. The investments discussed in this material may not be suitable for all investors as certain services and investment products are subject to legal restrictions and cannot be offered worldwide on an
unrestricted basis. Any person subscribing to or investigating in any product/financial instruments should do so on the basis of and after verifying the terms attached to such product/financial instrument.
Financial products and instruments are subject to market risks and yields may fluctuate depending on various factors affecting capital/debt/commodity/real estate markets. Please note that past
performance of the financial products and instruments does not necessarily indicate the future prospects and performance thereof. Such past performance mayor may not be sustained in future.



