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Equity Investing: Global Markets Update ANANDRATHI G

EQUITY

Global Markets performance in Apr-22
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Equity Investing: Monthly musings

Sector wise performance during the month

BSE IT Index -12.1
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NIFTY Performance in Apr 2022
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Equity Investing: Index valuations
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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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—Nifty PE 5 Year Avg. —Nifty PB 5 Year Avg.

Currently Nifty50 is trading at around 20.5x its trailing 12 month price to earnings ratio while its five year historical average price to earnings
ratio stands at around 25.1x. A discount of around 16.5% from its five year historical average.

In terms of price to book ratio, the Nifty50 is trading at around 3.1x it price to book while its five year historical price to book ratio stands at
around 3x. A premium of around 4.5% from its five year historical average.
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Equity Investing: Index valuations contd.

Nifty Historical and Estimated EPS (Consensus)

1,050

850

921
839
786
650
526
485
459
45 414
404 394 376 I I I 407

FY-14 FY-15 FY-16 FY-17 FY-18 FY-19 FY-20 FY-21 FY-22E FY-23E FY-24E

o

o

Nifty50 earnings are estimated (consensus) to grow at a CAGR of about 20.5% in next three years from FY21 onwards till FY24.




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 117.1% at month end while it was about 125% at the
start of the Apr-22 month. The ratio is considered an indicative of overall equity market sentiments and cycles.

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



Equity Investing: Big Money Flow ANMAND AT
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FIl Monthly Inflows in Equity (X Crore) DIl Monthly Inflows in Equity (X Crore)
10000 45000
. - I I 36000
s AN IR I A B
Y GGEEEENY PO g KN 2l & 27000
-10000
18000
-20000
9000
-30000 0 m I I I []
Ny " "y " "y " N " "y Vv Vv v 'V
v v v v v v v v v v A% A% A%
K’ 4 Q’ \/ 4 7/ &'/ AI C QI Q/ ‘I K’
-40000 ?‘Q @’b\\ \0 \0 VO% CJQ/Q O(' éo QQ/ NG <<® @’b ?Q

* Fll monthly inflows for the month of Apr-22 has seen net outflows of almost 20,813 crores which is seventh consecutive outflow month.

* On the other hand, domestic funds have seen monthly net inflows which stood at around 29,869 crores.



Equity Investing: Growth & Inflation
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Food, Fuel, Core & CPI Inflation (%) YoY
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* Index of Industrial Production (IIP) data for the latest month Mar-22 maintained its positive momentum in industrial activity. The index stood

at 1.9% for the month.

Latest inflation data released showed sustained increase in inflation across all categories with Fuel inflation stood at 10.8%, core inflation

stood at 7.2%, CPI at 7.8%. The Food inflation for the Apr-22 month stood at 8.1%.
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Stagflation scare can make equity

markets volatile

Inflation likely Substantial risk Aggressive rate Fiscal tightening Equities fo be
to soften to growth ikes likely to be gradual volatile
But it may take Growth likely to fall Central banks did not Low growth and Near-term correction

several months before inflation falls act for a long time political issues cannot be ruled out



With rising risks, most equity markets
corrected since late 2021
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Equity index: Latest vs. post-Covid high

%

-~

R
ar

=]

Russio
Ching

ltaly

UK

Sovth Korea
Brazl

Indig

Jopan
Germony
frumce

us

M= xico
South Africa
(enada
Indonasin
Argenting
Twerkey
Avstrobin

Sawdi Arobis

ANANDRATHI

PRIVATE CLIENT GROUP

Equity return - current vs. recent high, %
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Geo-political, macro and policy concerns
impacied equity markets
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Equity return: Lase 12-months, %
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Near-term equity market outlook not
particularly encouraging

Higher cost Margin pressure Valuation concern

Elevoted commodity pass-throug Lower earnings, higher
prices “cost diffi : discount rate
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India can not remain unscathed if global
markets correct

Nifty-50 (USS) vs. Dow return, % Nifty-50 (USS) vs. Dow performance, Index
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Over longer term, India delivered better
consistent dollar returns vs. all peers

Equity reurn, 2002-22, USS, annualised, % Equity reurn, 2012-22, USS, annualised, %
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India better off with strong fundaments,
ample liquidity and many companies

= @ @ () @
High GDP growth, Earnings growth better Consistent reform, few Strong FIl inflow, rising Highest number of
moderate inflation than GDP growth policy reversals domestic equity share listed companies

Strong macro Better corporate
fundamentals performance

Ample equity Large choice
market liquidity among corporate
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Sluggish growth but business optimism
seems fo be improving

Industrial production, Infrastructure production, FDI inflow, Monthly, USS$ Investment intension,
Monthly, Index Monthly, Index billion Monthly, Rs. billion
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India’s macro fundamentals better than
most peer and own pre-pandemic levels

I‘ £ ‘;;:.l . '.I‘}.
Moderate credit = = ! Urban job

and deposit L b market highly
growth ’ encouraging

e

Industry Capex outlook Some pressures
growth still show signs of on consumption
sluggish improvement confinues



Corporate fundamentals healthy despite

input cost pressures

Record high
corporate sales

Profit margin well

above pre-covid
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Record high
corporate profit

Raw material cost to
sales rising

Considerably better
balance sheet



Changed investment pattern, but

liquidity still ample in equity market

Foreign
ownership

Mutual fund
ownership

Insurance sector
ownership

Retail /HNI
ownership
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Direct vs. indirect
equity investment
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Secondary down,
primary up
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Covid bump-up,
drop thereafter
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Indian equity valuation not cheap, not
expensive either
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Jump in valuation Modest drop in Strong earnings Earnings growth Valuation not
during 2016-21 multiple in 2022 growth to slowdown key concern
Mis-match between With sharp rise in After slow earnings Low base induced Valuation not a

expected and realized earnings, valuation growth during 2016- strong earnings concemn if earnings do

earnings performance multiples fallen 21 big jump post-covid growth to slowdown not deteriorate
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Remaining invested despite market
volatility rewards investors
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Market entry post a large Entry at market peak or Entry ot market peak or Entry at market after In sharply falling market,
correction boosts 1-year after 36% fall yields after 36% fall yields over 36% fall yields however, few investors
equity return similar 3-y return similar 5-y return better returns dare to invest

Timing the Timing matters Timing matters

iming matters Good entry point Few dare to
market helps in little for 3-year even less for 5-

when market invest if market

short-term investment “year investment down sharply down by 30%
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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.



