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India’s GDP growth trajectory expected

IndexSource: IMF April 2023 World Economic Outlook

• India has moved up the ranks of global GDP from 10th place 20 years ago to 5th place today and is en-
route to become the world’s 3rd largest economy by 2028, according to the IMF.

• One of the key underlying factors of GDP growth is Infrastructure development.
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India’s Infrastructure Upsurge 

Source: DSP Mutual Fund

• India’s Investment to GDP ratio (measured by gross fixed capital formation to GDP) peaked in 2011 & 
remained low until COVID-led disruption upended the supply chains.  

• There has been a spend of $14 trn on investments since independence. This includes spending on 
housing by households, infra creation by Government, & private capital expenditure.

• India has spent $7 trn on new investments over the last 9 years. As the base becomes large this number 
is likely to repeat itself in the next 6 years

Index
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Infrastructure - Core Sectors

Source: Franklin Mutual Fund and Kotak Mutual Fund

• In the Budget of FY24, Rs. 10 lakh crore of capex was allocated towards Infrastructure Development.

Index
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Multiple drivers for cyclical recovery

Source: DSP Mutual Fund Index
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New Age Sectors Under Infrastructure

Source: DSP Mutual Fund Index

7



NSE 500 Ex Financials
Trend in capacity utilization (Asset Turnover)

Source: Old Bridge Capital Management Index
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Improving Demand in Residential Segment

Strong sales amidst controlled supply led to a continuous decline in inventory overhang

Note: Data is at the end of the calendar year
Source: ANAROCK Research
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Nifty Indices Movement in CY 2023

Source: NSE, Internal Research. Data as on 06-11-2023.

Index Values are based to 100 at the start of this calendar year

Index
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Nifty TRI Indices Performance – Wide Sectoral Divergence

Source: NSE, Internal Research. Data as on 06-11-2023. Index
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Indices Quants Current Peak 10 Year average

Nifty 50

PE 20.96 28.17 24.55

PB 3.41 4.63 3.63

ROE 16.27% 16.44% 15.14%

Nifty 500

PE 22.05 29.48 26.96

PB 3.45 4.50 3.37

ROE 15.65% 15.26% 12.91%

Mid cap 150

PE 25 35.46 31.41

PB 3.55 4.19 2.94

ROE 14.20% 11.82% 10.00%

Small cap 250

PE 24.24 30.8 33.26

PB 3.18 3.85 2.24

ROE 13.12% 12.50% 8.69%

Data source: NSE, Data as on 06-11-2023. Peak data as on 18-10-2021

Market Cap Indices – Fundamental Indicators
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Large, Mid & Small Cap Indices – 3 Year Rolling Returns

Source: NSE, Internal Research

Index
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Market Cap Ratio & Forward Returns

Source: NSE, Internal Research

Mid Cap 150 / Nifty 50 Ratio & 3Yr Forward Returns

Small Cap250/Nifty50 Ratio & 3Yr Forward Returns

Index
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Nifty EPS (INR)

FY97-22: 9.6% CAGR
Nifty Price CAGR: 
12.3%

The Cost of Reforms!

FY97-03: 3.5% CAGR
Nifty Price CAGR: 
0.2%

FY03-08: 25% CAGR
Nifty Price CAGR: 
37.1%

FY08-14: 6.3% CAGR
Nifty Price CAGR: 6.0%

FY22-25E: 15.8% 
CAGR
Nifty Price CAGR ???

FY14-22: 7.7% CAGR
Nifty Price CAGR: 
12.7%

Nifty 50 - Earnings Growth Outlook 

 For three consecutive years now, Nifty 50 earnings have grown by double digits
 It is likely that FY24E will also show a double digit earnings growth

Source: MOFSL, Internal Research

Index
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Temperature Gauge Index

109

Data as of 6th November’23, Source: Capital Line, Bloomberg Internal Research

 Temperature Gauge Index is an equally weighted index of EY-BY and MOVI Index 
 It incorporates PE Ratio, PB Ratio, Div. Yield and G-sec Yield, and hence is a useful valuation metric.
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Temperature Gauge Index – Sensitivity Analysis

Data as of 6th November’23, Source: Capital Line, Bloomberg Internal Research; TTM Nifty EPS considered is INR 852, estimates are taken from Bloomberg

Pink cell Indicates Current Level of Nifty 50 and 10 yr G-sec levels

Temperature Gauge Index - Sensitivity Analysis 

10 yr Gsec/ Nifty50 6.91% 7.11% 7.31% 7.51% 7.71%

18150 105 106 107 108 109

18400 106 107 108 108 109

18650 106 107 108 109 110

18900 107 107 108 109 110

19150 107 108 109 110 111

19400 107 108 109 110 111

19650 108 109 110 111 112

19900 108 109 110 111 112

20150 109 110 111 112 113

20400 109 110 111 112 113

20650 110 111 112 113 114

20900 110 111 112 113 114

21150 110 112 113 114 115
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3 Yr Forward Returns Of Nifty At Different Levels Of 
Temperature Gauge Index

Source: Capital Line, Internal Research, Data as of 67h Nov’23

Nifty 50 3 Yr Return CAGR
% Times in 
CAGR range

Index in 
Range

No. of 
Observations

% of 
Observations

Min Max Average
% 

Times 
Positive

6% to 
10%

>=10%

65 70 60 1% 24% 57% 43% 100% 0% 100%

70 75 202 3% 15% 51% 32% 100% 0% 100%

75 80 285 4% 14% 45% 37% 100% 0% 100%

80 85 168 2% 15% 43% 34% 100% 0% 100%

85 90 207 3% 12% 49% 33% 100% 0% 100%

90 95 539 7% 2% 47% 27% 100% 1% 97%

95 100 832 10% 1% 44% 18% 100% 1% 91%

100 105 714 9% -2% 30% 13% 99% 8% 71%

105 110 786 10% -4% 22% 10% 86% 13% 57%

110 115 1630 21% -7% 22% 9% 71% 15% 25%

115 120 1468 18% -4% 21% 8% 77% 32% 22%

120 125 804 10% -2% 18% 8% 62% 22% 33%

125 130 135 2% 0% 16% 10% 49% 16% 30%

130 135 84 1% -2% 4% 1% 56% 56% 0%

135 140 28 0% -3% 0% -1% 11% 11% 0%

Index
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Equity Allocation & Deployment Grid

 Below grid is based on Temperature Gauge Index

No Action Reduce Reduce

Invest Stay Invested Stay Invested 

Invest Invest Stay Invested 

Expensive

Fair
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• Earnings growth is expected to remain steady over the next few years
• Based on Trailing 12 months Nifty-50 EPS, Temperature Gauge Index suggests that Large cap valuations

are in fair zone and closer to the cheap valuation zone

 Existing Investors:

• As per their risk profile, investors having the appropriate level of Equity allocation should
continue to remain invested

• If Equity allocation is lower than desired levels, recommend to increase allocation by investing
50% in lump sum and 50% in a staggered manner over the next 6 months in Multicap strategies.

• Adopt a complete staggered approach for select Mid & Small Cap strategies (MFs, PMS, AIF)

 New Investors:

• Invest 50% in lump sum and 50% in a staggered manner over the next 6 months in Multicap
strategies.

• Adopt a complete staggered approach for select Mid & Small Cap strategies (MFs, PMS, AIF)

 Accelerate deployment in the event of any sharp correction.

Equity Portfolio Strategy

Index
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US Yields – Expected to remain Higher for Longer

Index
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US Fed outlook on interest rates 

• The US Fed’s rate projections suggest that the Fed Fund Rate is likely to trend lower from current levels

of 5.25-5.50% to 3.5-4.0% by CY2025.

Data as on 20th September ‘23
Sources: FOMC

Index
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US vs India 
Inflation, Real Interest Rates, Bond Yields

Source: Bloomberg,  MOW Research
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Retail Inflation Trend in India & US
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US 10 Yr. Yield India 10 Yr  G-Sec Yield

• The spread between India 10Yr and US 10Yr has
narrowed to ~265 bps from historical high of ~550
– 580 bps

• Current inflation differential is ~130 bps as
compared to historical high of 520 bps

As on 2nd Nov 2023. (Real rate = 10 year Gsec Yield - Retail Inflation).  

Index
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RBI May Pause on Policy Rates for Longer

Source: Bloomberg, MOW Research, MOFSL Ecoscope

• RBI maintains no change in rates in latest
policy

• Long pause in the monetary policy is a
much likely scenario, with RBI adopting a
wait and watch approach towards evolving
inflation trajectory, actions by global
counterparts and global macros.

• Sep inflation prints have eased to some
extent, mainly on back of easing vegetable
prices.

• Domestic Core CPI (ex-food & fuel) is
witnessing a declining trend and is
expected to gradually ease toward 4% by
Mar-24.
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G-Sec Yield Curve 
– Time To Add Duration to the Fixed Income Portfolio

• A combination of factors, including the US Fed’s medium term outlook on its interest rates, domestic inflation

trending lower, India’s stable Current Account Deficit (CAD), and the recent inclusion of India’s Government Bonds in

the JP EM Bond Index suite, suggest that:

• Domestic interest rates have likely peaked

• There is a reasonable to high probability that domestic 10-year g-sec yields are likely to trend lower from their

current levels over the next 1-3 years.

Hence, we recommend to add duration to the Fixed Income Portfolio through a combination of long maturity G-sec /

AAA oriented Mutual Funds & Bonds.

Index
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Going forward, we recommend to increase duration in the fixed income portfolio so as to capitalize on
the softening of yields in the next 1-3 years

 65% - 70% of the portfolio should be invested in combination of

 High quality (G-Sec/AAA equivalent) roll down strategies through a combination of 7 - 12 years’
maturity Bonds/Funds

 Equity Savings funds which aim to generate enhanced returns than traditional fixed income
along with moderate volatility through a combination of equities, arbitrage and fixed income
instruments.

 To improve the overall portfolio yield, 30% – 35% of the overall fixed income portfolio can be
allocated to select high yield NCDs, Private Credit strategies & REITs/InvITs.

 For liquidity management or temporary parking, investments can be allocated to Arbitrage/Ultra
Short Term (minimum 6 months)/Liquid (1-3 months)/Overnight (less than 1 month) strategies.

Fixed Income Portfolio Strategy 

Index
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Gold & Silver – Historical Performance

Data till 3rd Nov ‘23
Source: Bloomberg; Internal Research

Particulars
Absolute Returns (%) CAGR (%)

1 month 3 months 6 months 1 year 3 year 5 year

MCX Gold Spot (Rs) 7.6% 3.1% 0.0% 21.8% 6.0% 14.0%

MCX Silver Spot (Rs) 5.1% -2.0% -6.2% 23.8% 4.3% 13.0%

Index
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Safe Harbor

• Motilal Oswal Wealth Management Limited, a company incorporated under the Companies act 1956, is registered with SEBI as Portfolio Manager. Motilal Oswal Wealth Management Limited is also registered as
distributer of mutual funds.

• Registration details: SEBI PMS Regn No: INP000004409; AMFI Regn No: ARN87554

• The information, data or analysis does not constitute investment advice or as an offer or solicitation of an offer to purchase or subscribe for any investment or a recommendation and is meant for your personal
information only and suggests a proposition which does not guarantee any returns. Motilal Oswal Wealth Management Ltd (hereinafter referred as MOWML) or any of its affiliates is not soliciting any action
based upon it. This information, including the data, or analysis provided herein is neither intended to aid in decision making for legal, financial or other consulting questions, nor should it be the basis of any
investment or other decisions. The historical performance presented in this document is not 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 further details. MOWML does not take responsibility for authentication of any data or information which has been furnished by you, the
entity offering the product, or any other third party which furnishes the data or information. The above mentioned assets are not necessarily maintained or kept in custody of MOWML. The information
contained in this 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 the respective 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, for whatever 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 the entity offering the product or third party maintaining such information shall be
considered as final. The benchmarking shown in document above is a result of the choice of benchmark MOWML uses for the various products. It is possible that some investments offered by the third parties
have other benchmarks and their actual relative under- or out-performance is different from that provided in the statement. The recipient should seek appropriate professional advice including tax advice before
dealing with any realized or unrealized gain / loss reflecting in this statement. The above data, information or analysis is shared at the request of the recipient and is meant for information purpose only and is not
an official confirmation of any transactions mentioned in the document above. Service related complaints may be acceptable for rectification of inaccurate data. You should notify us immediately and in any case
within 15 days of receipt of this document date if you notice any error or discrepancy in the information furnished above, failing which it would be deemed to have been accepted by you. MOWML reserves the
right to rectify discrepancies in this document, at any point of time. The sharing of information in relation to one’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 MOWML can pose risk of information being stolen and or used by unauthorized persons who do not have the rights to access such information.
MOWML or any of its group companies, its employees, and agents cannot be held liable for unauthorized use of such information. Our sales professionals or other employees may provide oral or written views to
you that reflect their personal opinions which may be contrary to the opinions expressed herein. You should carefully consider whether any information shared herein and investment products mentioned herein
are appropriate in view of your investment experience, objectives, financial resources, relevant circumstances & risk appetite. All recipients of this Information should conduct their own investigation and analysis
and should check the accuracy, reliability and completeness of the Information .This Information is distributed upon the express understanding that no part of the information herein contained has been
independently verified. Further, no representation or warranty expressed or implied is made nor is any responsibility of any kind accepted with respect to the completeness or accuracy of any information as may
be contained herein. Also no representation or warranty expressed or implied is made that such information remains unchanged in any respect as of any date or dates after those stated herein with respect to
any matter concerning any statement made herein above. In no event will MOWML and their officers, directors, personnel, employees or its affiliates and group company be liable for any damages, losses or
liabilities including without limitation, direct or indirect, special, incidental, consequential damages, losses or liabilities, in connection with your use of the information mentioned in this document or your
reliance on or use or inability to use the information contained in this document, even if you advise us of the possibility of such damages, losses or expenses. The contents of this document do not have any
contractual value. The information contained in this document is confidential in nature and you are receiving all such information on the express condition of confidentiality. If you are not the intended recipient,
you must not disclose or use the information in this document in any way whatsoever. If you received it in error, please inform us immediately by return e-mail and delete the document with no intention of its
being retrieved by you. We do not guarantee the integrity of any e-mails or attached files and are not responsible for any changes made to them. This report and information therein is not directed 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, regulation or which would subject MOWML and affiliates to any registration or licensing requirement within such jurisdiction. 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 part or in whole, to any other person or to the media or reproduced in any form, without prior written
consent of MOWML.MOWML in the course of conduct of its business activity may have financial, business or other interest in other entities including the subject mentioned herein, however MOWML encourages
independence in preparing this information and strives to minimize conflict in preparation of the above information. MOWML does not have material conflict of interest at the time of publication of this
information. While every effort has been made to ensure that the information provided herein is accurate, timely, secure and error-free, MOWML, their directors, promoters, employees, agents and assigns shall
not in any way be responsible for any loss or damages arising in any contract, tort or otherwise from the use or inability to use this information and its contents. Any material downloaded or otherwise obtained
through the use of the website or email is at your own discretion and risk and you will be solely responsible for any damage that may occur to your computer systems and data as a result of download of such
material. Any information sent from MOWML to an e-mail account or other 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, MOWML is not and cannot be responsible or made liable for such transmission
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