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Prashant Joshi
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Equity Markets: A Promising Landscape with a Cautious Eye

As we navigate through the second quarter of 2024, I'm pleased to report that our optimistic outlook
for the Indian equity market remains strong. The market continues to outperform expectations,
reaching new highs fueled by a robust domestic economy. India's Q3 FY 23-24 GDP growth of 8.4%
paints a picture of a healthy and thriving business environment.

However, with the upcoming general elections on the horizon, we anticipate increased volatility in
the market. Additionally, mid and small-cap stocks are currently trading at higher valuations
compared to large caps, driven in part by strong domestic investment.

To navigate these factors, we recommend building a well-diversified portfolio with a long-term focus.
Mid and small-cap investors may want to consider strategically allocating a portion of their holdings
to large-cap or flexi-cap funds. Furthermore, from a near-to-medium-term perspective, a "buy-on-
dips" approach, strategically investing during market downturns, could be a successful strategy.

Debt & Other Opportunities: A Positive Outlook with High-Yield Potential

The debt market outlook remains positive following the recently announced interim budget for 2024.
Bond yields across the curve have seen a welcome decline, reflecting lower-than-expected fiscal
deficits and gross borrowing projections.

Looking ahead, we expect the debt market to stay buoyant in the near term, driven by factors such
as the anticipated initiation of a rate cut cycle by the Reserve Bank of India. Increased foreign
portfolio investor (FPI) debt inflows and a favorable global rate environment are further tailwinds
supporting the debt market. We anticipate the 10-year government security yield to hover between
6.7% and 7%.

Given that we are likely nearing the peak of the interest rate cycle, we recommend investors seeking
higher returns over the next few years to consider investing in medium-to-long duration debt funds
to lock in the currently high yields. For those with shorter investment horizons or a more risk-averse
approach, liquid funds remain a reliable option.
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GLOBAL ECONOMY

Economies around the world are showing signs of improvement.

Federal Open Market Committee (FOMC) in its February meeting, agreed to keep the
target range of its Fed Funds Target Rate (FFTR) unchanged at 5.25%-5.50%,
signalling that we are at the peak of Interest rate cycle. Following the trend, the other
major global banks also kept their deposit rate unchanged.

Inflation across the major economies is on a declining trend and moved down from
its peak, however, it is still above the target levels. The unemployment data is also
improving which is again a positive sign.

The PMI data globally is also showing some sign of improvement with few economies
like UK & Euro Area moving from contraction to expansion zone. India’'s composite
PMI is the highest compared to the major global economies which shows the sign of
significant expansion in both manufacturing and service industry.

India’s GDP witnessed a sharp growth of 8.4% in the 3rd quarter (October-December)
of the current FY 2023-24, surpassing all expectations. Compared to the global peers,
UK and EA are relatively inexpensive from a Market Cap to GDP perspective.

India’s market cap to GDP looks expensive, however, the same is supported by the
strong GDP growth trajectory.

T Interest Inflation Unemploy PMI Market Debt/ GDP
Rate ment Cap/GDP GDP ($ Tn)
India 6.5% 5.1% 8.0% 61.5 1.40 0.87 3.41
USA 5.3% 3.1% 3.7% 51.4 1.95 1.29 26.97
China 3.5% -0.8% 5.2% 52.5 0.61 0.77 17.48
Euro Area 4.5% 2.8% 6.4% 48.9 1.04 0.91 15.32
Japan -0.1% 2.2% 2.4% 50.3 1.61 2.64 3.92
UK 5.3% 4.0% 3.8% 53.3 0.85 0.97 3.36
Rafe';:(ke/ High/Low High Expansion (50>) | Expensive (1>) | High (>0.8)
/RBastetgrL:]t Moderate Low Con(ir:g)tion '”ex(p< e{;s“’e Low (<0.8)
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GLOBAL EQUITY MARKET

February 2024 was a fairly good month for global equity markets, with resilient
economic data and relatively strong earnings reports both contributing to year-to-
date gains.

In the US, the technology index, Nasdagq, and industrial index, Dow Jones, surged by
6.1% & 2.2% in February 2024 due to the rally in Al-related stocks and the upbeat

earnings of Nvidia.

Britain's FTSE remained flat in February 2024. Germany's DAX and France’'s CAC 40
rose sharply by 4.6% and 3.5%, respectively. Japan’s Nikkei 225 surged by 7.9% in
February 2024 following gains in chip-related and technology-related stocks and
weak Yen.

China’s Shanghai Composite rose by 8.1%, and Hong Kong's Hang Seng rose by 6.6%
in February 2024 after China cut its five-year loan prime rate by 0.25% to 3.95% in an
effort to revive the country's property market.

MSCI EM Index to surged by 4.6% supported by the strong performance of the
Chinese market as it has the highest weightage.

Indian broad market indices - BSE Sensex and Nifty 50 - rose by 1% & 1.2%,
respectively, in February 2024.
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Note: For Periods till 1 year the returns are absolute and for beyond 1 year, its CAGR returns
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INDIAN ECONOMY

@ Feb 2024 Jan 2024 Feb 2023
200000

The Goods and Service Tax (GST) revenue collection for
February 2024 surged to Rs 1.68 lakh crore, up 12.5%
compared to the GST revenue during the same month 100000
last year, reflecting the robustness of the Indian economy

and domestic consumption story going strong.

150000

50000

Collections (in Lakhs Crores)

Bank credit growth continues to outpace deposit growth
on the back of sustained momentum of demand. The
growth has been sustaining around 20% since June 2023.

No data to display
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Bank deposit growth of above 13% is a very positive sign o
and has lowered the gap with credit growth. o
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India's Wholesale Price Index (WPI) inflation eased to
0.27% in January 2024 from 0.73% in December 2023,
primarily due to a decrease in food prices and primary
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2%

s products.
OA)— WPI
@ Jan 2024 Dec 2023 Jan 2023
India's Consumer Price Index (CPl)-based inflation
eased to 5.1% in January 2024 from a 4-month high of a
5.69% in December 2023 due to a favourable base effect %

and easing food prices.

CPI
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“ India's Index of Industrial Production (IIP) grew at a
" faster-than-expected pace of 3.8% in December 2023.
- Economists polled by Reuters had estimated growth of
- 2.4 per cent.
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EQUITY & FUND FLOWS

Strong retail SIP Inflows is giving inherent strength to the Indian market irrespective
of the FII/DII flows.

Nifty 50 & Funds Flow
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Large Caps are gaining momentum while Mid and Small Caps are cooling off post
their breathtaking rally so far.
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NIFTY 50 VALUATION &

RETURNS

Markets have been re-pricing the PE of Nifty 50. From an average of 18 PE couple of
decades ago, it has gone and has been consistently above 20 with a peak of 40 post
the COVID low rate and liquidity rush. Historically, 3-year CAGR returns ~40% has
been earned when investments happen when Nifty 50 PE is ~20.

Current Nifty PE of 22.6 indicates a good range to accumulate into broad market
indices.

All the major sectorial indexes ended higher in February 2024, excluding Auto FMCG
& Metal, with QOil & Gas, CPSE (PSU), and Realty, posting returns of 6.79%, 6.76%, and
6.35%, respectively.

Indian Equity Markets - Sectoral Performance Years Average PE

2000-09 17.80
B.765% 6. 79%
35%
5.93%
2010-19 22.16
2.87% 2.95%
210% 4 gag 2020-YTD 25.42
0.27%

2000-YTD 20.92

-0.43% 0.64%

1.92%

Mty Auta MNifty Bank Mty Nifty Cons Nifvy CPSE Mifty FMCG Mifty Mifey I MNifty hietsl Mifty Oil & Nifey Pharma  Mifty Realy Cu rrent 22' 66

Nifty 50 - Average PE

Year Jan Feb Mar Apr May Jun Ju Aug Sep Oct Nov Dec
2000 26.16  27.12 25.69 22.81 20.33 23.68 22.33 20.53 20.84 18.22 18.77 19.59
2001 20.75 21.32 18.2 16.08 15.74 15.37 15.32 15.23 13.65 13.76 14.86 15.59
2002 16.42 18.32 18.59 18.02 17.44 16.28 15.39 14.54 14.69 14.25 14.55 14.57
2003 1456 14.32 13.85 13.2 11.15 12.2 125 13.89 15.09 16.6 17.42 19.19
2004 21.02 20.32 20.78 19.91 14.86 12.18 13.08 13.5 14.14 15 15.67 16.04
2005 14.41 14.4 1498 14.16 13.77 14.01 14.31 14.61 15.58 15.26 15.47 16.72
2006 17.27 17.97 19.25 20.59 19.53 16.65 17.95 18.55 20.09 20.92 20.72 20.95
2007 21.24 19.64 17.95 19.28 19.74 20.08 21.3 19.47 21.05 24.59 25.15 26.55
2008 25.33 22,19 20.58 21.26 21.46 19.04 17.56 18.63 17.98 13.77 12.42 12.69
2009 12.73 13.38 13.3 15.89 18.67 20.16 19.83 20.5 21.86 22.34 21.91 22.7
2010 22.84 20,72 22.03 22.76 21.2 21.73 22.42 22.95 24.51 25.23 24.39 23.82
2011 22.84 20.67 21.16 22.02 20.37 20.2 20.49 18.29 18.11 18.15 18.11 17.32
2012 17.71 19.09 18.74 18.46 16.97 16.89 17.22 17.67 18.42 18.95 18.14 18.63
2013 18.87 18.26 17.89 17.4 18.13 17.49 17.88 16.12 16.83 17.72 17.8 18.56
2014 18.29 17.37 18.33 18.99 19.62 20.57 20.66 20.42 21.2 20.65 21.5 21.23
2015 21.73 23.09 23.21 22.88 22.4 22.7 23.49 2299 21.69 22.48 21.36 21.1
2016 20.34 19.34 20.39 21.29 21.51 22.52 23.33 23.65 24.08 23.35 21.99 21.49
2017 22.44 23,23 23.47 23.37 24.25 24.31 25.1 25.37 25.99 26.26 26.35 26.42
2018 27.24 25,61 2497 26 26.58 26.77 27.19 28.22 27.46 25.05 25.59 26.07
2019 26.08 26.66 27.76 29.12 28.88 29.25 28.28 27.12 26.93 26.51 27.67 28.18
2020 2796 26.92 21.38 20.38 21.24 24.7 28.6 31.59 32.55 33.99 34.34 37.26
2021 38.9 40.8 40.43 32.73 29.27 29.08 28.11 26.11 26.98 27.31 23.43 23.69
2022 23.42 2254 21.7 22.7 2032 19.5 20.73 21.2 20.64 209 219 22.09
2023 21.49 20.89 20.29 20.7 21.56 21.8 23.35 22.43 22.39 21.74 21.02 22.61
2024 22.86 22.66
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DEBT & OTHERS

Short term and long term yields have come down while the medium term
yields have remained flat

No data to display

Unlike most emerging market currencies, the rupee has showed remarkable
stability against the dollar and other developed economy currencies

Major Currencies

Duration US Dollar GBP Euro Yen
Feb 2024 82.92 105.03

1 month ago 83.35 105.87 91.48 0.57

6 months ago 82.68 105.09 90.22 0.57

1 year ago 82.68 102.38 88.36 0.59

Gold fell by 0.3% in February on a rise in risk appetite and higher Treasury
yields. But a bounce in early March has seen gold hit new all-time-highs.

Dollar Index v/s Crude and Gold
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ANNEXURE 1

Interest Rate V/s. Inflation and Unemployment
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Deposit Vs Credit Growth (%)

25.00% Bank credit growth continues to outpace
20.00% deposit growth on the back of sustained
10?; momentum of demand. The growth has

— been sustaining around 20% since June
0.00% 2023.
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The wholesale prices experienced a
25.00% modest year-on-year increase of 0.27%
‘{E% u ! I R in‘January, .compared to the 0.73% gain
oo fe bR Bl b . ! 11 witnessed in December. The subdued
— growth is attributed to several key

factors, primarily marked by an easing of

food prices and a decline in the cost of
manufactured products.
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DISCLAIMER

Upwisery is a company incorporated under the Companies act 1956. Upwisery is also registered as distributor (ARN-129417)/ registered investment advisor (RIA- INA200016564) of mutual
funds/ PMS/ AlFand other financial products. The information, data or analysis does not constitute investment advice or as an offer or solicitation of an offer to purchase orsubscribe for any
investment or a recommendation and is meant for your personal information only and suggests a proposition which does not guarantee any returns. Upwisery or anyof itsaffiliates isnot
soliciting any actionbased uponit. Thisinformation, including the data,or analysis provided hereinis neither intended toaid indecision makingfor legal, financialor otherconsulting questions,
nor shouldit bethe basisof anyinvestment orother decisions. The historical performance presented in thisdocument isnot indicative of and should not be construed as being indicative of or
otherwise used as a proxy for future or specific investments. The relevant product offering documents should be read for furtherdetails. Upwisery does nottake responsibility
forauthentication ofany dataor information which hasbeen furnished by you,the entityoffering theproduct, orany other thirdparty whichfurnishes thedata orinformation. Theabove-
mentioned assetsare notnecessarily maintained or keptin custody of Upwisery. The information contained inthis statement are updated as and when received as a result of which there may
be differences between the details contained herein and those reflected in the records of therespective entities or that of yours. In the event where information sent through any electronic
Media (including but not limited to Net Banking or e-mail) or print do not tally, forwhatever reason, with the records available with the entity offering the product or the third party
maintaining such information in each of the foregoing cases,the information with theentity offering the product or thirdparty maintaining such information shall beconsidered asfinal.
Thebenchmarking shownin document above isa resultof thechoice of benchmarkUpwisery usesfor thevarious products. It ispossible thatsome investments offered bythe thirdparties
haveother benchmarks and theiractual relative under- orout- performance isdifferent fromthat provided in thestatement. Therecipient shouldseek appropriate professional adviceincluding
taxadvice beforedealing withany realized or unrealized gain / loss reflectingin this statement.The above data, information or analysis is shared atthe requestof the recipientand ismeant
forinformation purpose onlyand is not an official confirmation ofany transactions mentioned in thedocument above.Service-related complaints may beacceptable forrectification ofinaccurate
data.You should notifyus immediately and inany casewithin 15days ofreceipt ofthis document date ifyou noticeany erroror discrepancy in theinformation furnished above, failing which it
wouldbe deemedto havebeen accepted by you.Upwisery reserves the rightto rectify discrepancies inthis document, at anypoint oftime. Thesharing ofinformation inrelation toone's assets
may not be secure and you are required to completely understand the risk associated with sharing such information. The information being shared with Upwisery canpose risk of information
being stolen and or used by unauthorized persons who do not have the rights to access such information. Upwisery or any of its group companies, its employees,and agentscannot beheld
liablefor unauthorized useof suchinformation. Oursales professionals orother employees may provide oral orwritten viewsto youthat reflect theirpersonal opinions which maybe contrary to
theopinions expressed herein. Youshould carefully consider whether any information shared hereinand investment products mentioned hereinare appropriate in viewof yourinvestment
experience, objectives, financial resources, relevant circumstances &risk appetite. All recipients of this Informationshould conduct their owninvestigation andanalysis andshould checkthe
accuracy, reliability andcompleteness ofthe Information. Thisinformation isdistributed upon the express understanding thatno partof theinformation hereincontained hasbeen independently
verified. Further, norepresentation orwarranty expressed or implied is made nor isany responsibility ofany kindaccepted withrespect tothe completeness oraccuracy ofany information as
maybe contained herein. Alsono representation or warrantyexpressed orimplied ismade thatsuch information remains unchanged in anyrespect asof anydate ordates afterthose
statedherein withrespect toany matterconcerning any statement made herein above. In no event will Upwisery and their officers, directors, personnel, employees or its affiliates and group
company be liable for anydamages, losses or liabilities including without limitation, direct or indirect, special, incidental, consequential damages, losses or liabilities, in connection with your
use of the informationmentioned inthis document or yourreliance onor useor inability to usethe information contained inthis document, even ifyou adviseus ofthe possibility of such
damages,losses orexpenses. Thecontents ofthis document do nothave anycontractual value.The information contained inthis document is confidential innature andyou are receivingall
suchinformation onthe express condition ofconfidentiality. Ifyou arenot theintended recipient, you mustnot disclose or usethe information in thisdocument inany way whatsoever. Ifyou
received it inerror, pleaseinform usimmediately byreturn e-mailand deletethe document with nointention ofits beingretrieved byyou. Wedo not guaranteethe integrity of anye-mails or
attached files andare notresponsible forany changes made tothem. Thisreport andinformation therein is notdirected orintended for distributionto, oruse by,any personor entitywho isa
citizen or resident of orlocated inany locality, state, country or otherjurisdiction, wheresuch distribution, publication, availability oruse wouldbe contrary to law,regulation orwhich
wouldsubject Upwisery and affiliates to anyregistration orlicensing requirement within suchjurisdiction. The information contained herein is strictly confidential and meant solely for the
selected recipient and may not be altered in any way, transmitted to, copied or distributed, in partor in whole, toany otherperson orto themedia orreproduced inany form,without
priorwritten consent of Upwisery. Upwisery inthe courseof conduct of itsbusiness activity may have financial, business or otherinterest inother entities including thesubject mentioned herein,
however Upwisery encourages independence inpreparing thisinformation and strivesto minimize conflict inpreparation ofthe aboveinformation Upwisery does nothave material conflict
ofinterest atthe timeof publication of thisinformation. Whileevery effort has been made toensure that theinformation providedherein isaccurate, timely, secure and error-free, Upwisery,
theirdirectors, promoters, employees, agents andassigns shall notin anyway beresponsible forany lossor damages arising in anycontract, tortor otherwise from theuse orinability touse
thisinformation andits contents. Any material downloaded or otherwise obtained through the useof thewebsite oremail isat yourown discretion and riskand youwill besolely responsible for
anydamage thatmay occurto your computer systems and dataas aresult ofdownload ofsuch material. Any information sent fromUpwisery toan e-mailaccount orother electronic receiving
communication systems/ servers, is at your risk and if the same is lost, incorrectly received, or sent to the incorrect e-mail or are accessible to third parties, Upwiseryis not and cannot be
responsibleor madeliable forsuch transmission.
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	As we navigate through the second quarter of 2024, I'm pleased to report that our optimistic outlook for the Indian equity market remains strong. The market continues to outperform expectations, reaching new highs fueled by a robust domestic economy. India's Q3 FY 23-24 GDP growth of 8.4% paints a picture of a healthy and thriving business environment.
	However, with the upcoming general elections on the horizon, we anticipate increased volatility in the market. Additionally, mid and small-cap stocks are currently trading at higher valuations compared to large caps, driven in part by strong domestic investment.
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	Debt & Other Opportunities: A Positive Outlook with High-Yield Potential
	The debt market outlook remains positive following the recently announced interim budget for 2024. Bond yields across the curve have seen a welcome decline, reflecting lower-than-expected fiscal deficits and gross borrowing projections.
	Looking ahead, we expect the debt market to stay buoyant in the near term, driven by factors such as the anticipated initiation of a rate cut cycle by the Reserve Bank of India. Increased foreign portfolio investor (FPI) debt inflows and a favorable global rate environment are further tailwinds supporting the debt market. We anticipate the 10-year government security yield to hover between 6.7% and 7%.
	Given that we are likely nearing the peak of the interest rate cycle, we recommend investors seeking higher returns over the next few years to consider investing in medium-to-long duration debt funds to lock in the currently high yields. For those with shorter investment horizons or a more risk-averse approach, liquid funds remain a reliable option.



	THE WISE OUTLOOK
	GLOBAL ECONOMY & MARKETS
	Economies around the world are showing signs of improvement.
	Federal Open Market Committee (FOMC) in its February meeting, agreed to keep the target range of its Fed Funds Target Rate (FFTR) unchanged at 5.25%-5.50%, signalling that we are at the peak of Interest rate cycle. Following the trend, the other major global banks also kept their deposit rate unchanged.
	Inflation across the major economies is on a declining trend and moved down from its peak, however, it is still above the target levels. The unemployment data is also improving which is again a positive sign.
	The PMI data globally is also showing some sign of improvement with few economies like UK & Euro Area moving from contraction to expansion zone. India’s composite PMI is the highest compared to the major global economies which shows the sign of significant expansion in both manufacturing and service industry.
	India’s GDP witnessed a sharp growth of 8.4% in the 3rd quarter (October-December) of the current FY 2023-24, surpassing all expectations. Compared to the global peers, UK and EA are relatively inexpensive from a Market Cap to GDP perspective.
	India’s market cap to GDP looks expensive, however, the same is supported by the strong GDP growth trajectory.
	Country
	Interest Rate
	Inflation
	Unemployment
	PMI
	Market Cap/GDP
	Debt/

	GDP
	GDP
	($ Tn)
	India
	6.5%
	5.1%
	8.0%
	61.5
	1.40
	0.87
	3.41

	USA
	5.3%
	3.1%
	3.7%
	51.4
	1.95
	1.29
	26.97
	China
	3.5%
	-0.8%
	5.2%
	52.5
	0.61
	0.77
	17.48
	Euro Area
	4.5%
	2.8%
	6.4%
	48.9
	1.04
	0.91
	15.32
	Japan
	-0.1%
	2.2%
	2.4%
	50.3
	1.61
	2.64
	3.92

	UK
	5.3%
	4.0%
	3.8%
	53.3
	0.85
	0.97
	3.36



	GLOBAL ECONOMY
	February 2024 was a fairly good month for global equity markets, with resilient economic data and relatively strong earnings reports both contributing to year-to-date gains.
	In the US, the technology index, Nasdaq, and industrial index, Dow Jones, surged by 6.1% & 2.2% in February 2024 due to the rally in AI-related stocks and the upbeat earnings of Nvidia.
	Britain’s FTSE remained flat in February 2024. Germany’s DAX and France’s CAC 40 rose sharply by 4.6% and 3.5%, respectively. Japan’s Nikkei 225 surged by 7.9% in February 2024 following gains in chip-related and technology-related stocks and weak Yen.
	China’s Shanghai Composite rose by 8.1%, and Hong Kong’s Hang Seng rose by 6.6% in February 2024 after China cut its five-year loan prime rate by 0.25% to 3.95% in an effort to revive the country’s property market.
	MSCI EM Index to surged by 4.6% supported by the strong performance of the Chinese market as it has the highest weightage.
	Indian broad market indices – BSE Sensex and Nifty 50 - rose by 1% & 1.2%, respectively, in February 2024.

	GLOBAL EQUITY MARKET
	INDIAN ECONOMY & MARKETS
	INDIAN ECONOMY
	Strong retail SIP Inflows is giving inherent strength to the Indian market irrespective of the FII/DII flows.
	Large Caps are gaining momentum while Mid and Small Caps are cooling off post their breathtaking rally so far.

	EQUITY & FUND FLOWS
	Markets have been re-pricing the PE of Nifty 50. From an average of 18 PE couple of decades ago, it has gone and has been consistently above 20 with a peak of 40 post the COVID low rate and liquidity rush. Historically, 3-year CAGR returns ~40% has been earned when investments happen when Nifty 50 PE is ~20.
	Current Nifty PE of 22.6 indicates a good range to accumulate into broad market indices.
	All the major sectorial indexes ended higher in February 2024, excluding Auto FMCG & Metal, with Oil & Gas, CPSE (PSU), and Realty, posting returns of 6.79%, 6.76%, and 6.35%, respectively.
	Indian Equity Markets - Sectoral Performance
	Years
	Average PE
	2000-09
	2010-19
	2020-YTD
	2000-YTD
	Current



	NIFTY 50 VALUATION & RETURNS
	Short term and long term yields have come down while the medium term yields have remained flat
	Unlike most emerging market currencies, the rupee has showed remarkable stability against the dollar and other developed economy currencies
	Major Currencies
	Duration
	US Dollar
	GBP
	Euro
	Yen
	Feb 2024
	82.92
	105.03
	89.86
	0.55

	1 month ago
	83.35
	105.87
	91.48
	0.57

	6 months ago
	82.68
	105.09
	90.22
	0.57

	1 year ago
	82.68
	102.38
	88.36
	0.59



	Gold fell by 0.3% in February on a rise in risk appetite and higher Treasury yields. But a bounce in early March has seen gold hit new all-time-highs.
	Dollar Index v/s Crude and Gold
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