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Mean Reversion is based on historical evidence that asset prices tend to gravitate towards a long-term
average over time. The greater the deviation from this mean, the higher the probability that the asset’s
price will move closer to it in the future.

Within the domestic equity market, Mid & Small cap indices are trading at significant premium to their 10-
year average valuations (PE), and are expected to mean revert.

For the broader market, the margin tailwind from 4QFY24 onwards will be receding and facing a high base,
necessitating a recovery in revenue growth to drive earnings ahead.

Equity market outlook continues to remain positive based on deleveraging of Corporate Balance Sheets,
uptick in Capex cycle and an expected steady trend in profit growth over the next few years.

For incremental equity allocation, we suggest 100% lumpsum in Large Cap & Multicap strategies.
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PSU Stocks down from 52w highs
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* The PSU stocks across different sectors have witnessed high volatility

Source: Stockwits



Performances of midcaps and smallcaps vs largecaps over the last 12 months
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The last 12 months have witnessed a wide dispersion in performance of Mid & Small Cap indices vs Large Cap
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Nifty 50 PE 1 Year Forward - (10 Year Period)
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* Nifty Midcap forward PE & Nifty Smallcap forward PE are trading significantly higher compared to their
respective long term average.

Source: Bloomberg, MOFSL
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sector PAT (INR b) Growth YoY (%)
FyY21 Fy22 FY23  FY24E FY2S5E FY26E | FY21 FY22 FY23  FY24E FY2S5E FY26E

Automaobiles 179 76 287 297 663 748 74 -57 275 108 11 13
BFsI 1,009 1,395 14971 2419 2553 3,516 26 38 41 23 22 19
Capital Goods 62 84 104 125 166 206 -23 24 24 23 29 24
Cement 100 130 115 132 151 175 0 31 -11 14 15 16
Consumer 292 319 386 439 466 307 1 9 21 14 6 9
Healthcare 1259 172 1581 217 245 289 38 33 6 15 15 16
Logistics 45 29 Fis 91 104 127 -10 30 28 20 14 22
Metals 344 926 S04 oB5 699 785 45 169 -46 12 24 12
il & Gas 776 1,107 1,076 1461 1,540 1,720 20 43 -3 a6 5 12
Retail 10 23 33 37 a7 a7 -35 138 40 13 28 21
Technology 836 958 1022 1,060 1,221 1,432 7 15 7 4 15 17
Telecom = 35 a2 106 182 227 Loss Loss LP 29 73 24
Utilities 277 306 323 352 388 415 13 10 6 9 10 7
Others 45 ob 712 38 58 79 26 23 27 -47 52 35
Nifty-50 4103 56048 6,232 7,643 B,887 10,282 19 38 10 23 16 16

 The 3QFY24 corporate earnings have exceeded market expectations, with the BFSI and Automobile

sectors driving the overall performance.

* The Metals and O&G sectors reported healthy earnings growth, providing further support to the overall
earnings.

* Double digit earnings growth expected in FY26

Source: MOFSL
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Earnings (A)
Market Capitalization (X}

3.0
107.2

10.3
332.9

32.3%
35.2%

Earnings (B)
Market Capitalization (Y)

3.0
70.3

3.3
154.0

17.4%
29.2%

Earnings (A-B)
Market Capitalization (X-Y)

0.6
36.9

4.8
148.9

74.3%
45.0%

Rs in Trillion

Source: Alchemy, MOFSL, Internal Research

The earnings of Nifty 500 (ex Nifty 50) has increased significantly over last 4 years

The margin tailwind from 4QFY24 onwards will be receding and facing a high base, necessitating
a recovery in revenue growth to drive earnings ahead.




e Cyclical sectors dominated other sectors during the period of sustained bull market

Source: Alchemy

2003 2007 2019 2023
Financials 194 153 375 286
|Cyclicals a7 855 | 30.9 38.0
1 Materials 13.7 152 | 10.0 115
I Industrials 8.6 118 | 6.2 10.3
I Energy 115 176 | 8.7 7.0
I Utilities 3.5 72 1 31 i3
I Communications 3.1 B9 | 2.4 3.0
I Real Estate 0.0 59 1 0.6 12
Consumer 196 7.7 17.5 181
Discretionary 104 3.7 51 10.0
[graples 9.2 3.9 9.3 8.1
Other Defensives 20.3 10.5 141 15.3
T 110 1.7 9.7 9.9
Health Care 9.4 2.8 44 5.4
| Total | | 1000 | 1000 100.0 100.0

Numbers represent the % share of the sector and how it has moved across different time periods
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Monthly institutional flows (USD b)
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Fll Flows in Indian markets vs. FIl Holdings
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* The proportion of Fll holdings as a percentage of the free float continues to decline,

while it strengthens for Dlls.

Source: MOFSL




Nifty 50 Earnings Growth

Nifty 500 Earnings Growth

107

=2aa822RRF SRR NARAE
BEL S 8524858885588 255838

Adj. PAT MSE SO0 (INR 1] —O—Yo'r gr (5]
S

26 29 FF F4 27 34 35 3.4 34

&
=
[ |

I0FY2
40FY22
1R

I0FYZ3
A0FY23
10FY24
0V
I0FY2

Nifty Midcap 100 Earnings Growth

Nifty Smallcap 100 Earnings Growth

Mifty Midcap100 (INR t)

—_—C— oY g (20) 121
106

Source: MOFSL

Mifoy Smallcap 100 (IMNMR t)
—_—— oY gr (26)
93

JQFY22
4QFY22
10FY23
20FY23
3QFY23
40FY23
10FY24
20FY24
= 3QFY24




VAT

WILALTH

Government Capex on the rise

Rising trend for Gross GST collections (Rs. in Cr)

Capex (R= lakh crore)
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Mote: Data for states is not available for fiscal 2025
Source: CEIC, REI, CRISIL
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Gradual decline in Fiscal Deficit as a % of GDP

CAD (as % of GDP) is under control and below threshold
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Decline in Gross NPLs

PRIVATI

Corporate Leverage at 15 year low

WILALTH
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Source: Jefferies




Manufacturing growth to outpace
historical trend and services growth

Growth in the medium term

M M1 1—2[] FY25-31(F)

Source: NSO, CEIC, CRISIL forecasts

Manufacturing Services

But services to remain the largest
growth driver

Share in GDP (%)
547 Bb.5
48.7
177 172 200
| N
Manufacturing Services

M FY11 Fy24  [FY31(F)

* The boundaries between manufacturing and services are getting blurred due to the gradual

‘servicification’ of manufacturing

* With global growth being relatively tepid, domestic demand will play an important role in supporting

manufacturing activity

Source: NSO, CEIC, Crisil forecasts




Emerging sectors include — Semiconductors & Electronics, EV Capex, battery manufacturing
and solar modules

PLI and emerging sectors to account for 27% of industrial capex

70 Average annual capex over FY24E-28P

6.0

(eI EER IR N )

B.0

Avarage annual capex over FY18-23
~[Ra 3.8 lakh crore

4.0

3.0

R lakh crore

20

1.0

0.0 O
FY16 F17 FY18 Fy13 FYzo Fy21 FYzz Fr2a FY24E FY2aP FY26P FYZ7P FY2ar

H0iland gas W Metals and mining ®WCement  wConventionalauts  WPharma  ®mChemicals  mOthers  EPLIcapex  mEmerging eectors

Mote: E - estimate, P - projection

* EVs, semiconductors & electronics are expected to draw as much as 85%-90% of the non-PLI emerging
sector

Source: CRISIL MI&A Research




FyY97-03: 3.5% CAGR
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» For three consecutive years now, Nifty 50 earnings have grown by double digits and it is expected to have

double digit growth for FY24

Source: MOFSL




» Temperature Gauge Index is an equally weighted index of EY-BY and MOV!I Index

» Itincorporates PE Ratio, PB Ratio, Div. Yield and G-sec Yield, and hence is a useful valuation metric.

—Temperature Gauge Cheap Zone

150.00
140.00
130.00
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110.00
100.00
90.00
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Nifty — 3 Year Forward Returi® > 10% CAGR

Data as of 6t March’24, Source: Capital Line, Bloomberg Internal Research

1 Between 0-10% CAGR

Fair Zone

m<0%

Expensive Zone
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Temperature Gauge Index - Sensitivity Analysis

10 yr Gsec/ Nifty50 6.65% 6.85% 7.05% 7.25% 7.45%
21250 112 113 114 115 116
21500 112 113 114 115 116
21750 113 114 115 116 117
22000 113 114 115 116 117
22250 113 114 116 117 118
22500 114 115 116 117 118
22750 114 115 116 117 118
23000 115 116 117 118 119
23250 115 116 117 118 119
23500 115 116 118 119 120
23750 116 117 118 119 120
24000 116 117 118 119 121
24250 117 118 119 120 121

Pink cell Indicates Current Level of Nifty 50 and 10 yr G-sec levels. Data as of 6t" March’24, Source: Capital Line, Bloomberg Internal Research
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Nifty 50 3 Yr Return CAGR ZZ;':‘re;;"e
%
Index in No. of % of. . e e 6% to 5=10%
Range Observations Observations e 10%
Positive
65 70 60 1% 24% | 57% 43% [100.0%| 0% | 100%
70 75 202 3% 15% | 51% 32% [100.0%| 0% | 100%
75 80 285 4% 14% | 45% 37% [100.0%| 0% | 100%
80 85 168 2% 15% | 43% 34% (100.0%| 0% | 100%
85 90 207 3% 12% | 49% 33% [100.0%| 0% | 100%
90 95 539 7% 2% 47% 27% [100.0%| 2% 97%
95 100 832 10% 1% 44% 18% |100.0%| 8% 91%
100 | 105 714 9% -2% 30% 13% | 98.7% | 20% | 71%
105 | 110 809 10% -4% 22% 10% |83.2% | 15% | 56%
110 | 115 1681 21% -7% 22% 9% | 68.9% | 30% | 24%

Source: Capital Line, Internal Research, Data as of 67" March’24



» Below grid is based on Temperature Gauge Index

Valuation

Expensive
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Cheap

No Action Reduce Reduce
Invest Stay Invested Stay Invested
Invest Invest Stay Invested

100% Staggered

100% Lump-sum

(Current Scenario)
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Equity Portfolio Strategy MOTILAL OSWAL
[ PRIVATE WEALTH

* Equity market outlook continues to remain positive based on deleveraging of
Corporate Balance Sheets, uptick in Capex cycle and an expected steady trend in profit
growth over the next few years.

» Existing Investors:

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

e If Equity allocation is lower than desired levels, we recommend to increase
allocation by investing 100% lump sum in Large Cap & Multi Cap strategies. For
select Mid & Small Cap Strategies, we suggest a staggered investment approach
over a period of 6-12 months.

> New Investors:
* 100% lump sum in Large Cap & Multi Cap strategies. For select Mid & Small Cap

Strategies, we suggest a staggered investment approach over a period of 6-12
months.

‘\ .\ s
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Foreign Investors have started investing in Indian G-secs which are under Fully Accessible Route (FAR)

Pace of buying started increasing after JP Morgan announced inclusion of Indian G-secs in its GBI-EM Global
index suite since 2024

Indian G-sec inclusion in Bloomberg Emerging Market Index from Jan 2025 also paves way for more global
participation

FPI Net Bond Purchase under FAR Route Net Purchase of Top 5 Securities under FAR Route
200 ¢
§ 190 24
" o 007.32GS 2030 m07.18 GS 2033
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rce: Internal Research




% share in G-sec outstanding
39% -
= Insurance Companies + Provident Funds + Pension Funds + Others

33% -
37% 1
36% -
35% 1

34%
o .
33% -

Mar-19 Mar-20 Mar-21 Mar-22 Mar-23

Source : RBI ; Internal Research

Note: 1) G-secs include securities issued under the Market Stabilisation Scheme and special Securities like bonds issued to Oil Marketing Companies, etc. 2) The
category ‘Others’ comprises Pension Funds, DICGC, PSUs, Trusts, Foreign Central Banks, HUF/Individuals etc. till December 2021 quarter and, from March 2022, the
category ‘Pension Funds’ has been shown separately by taking it out from ‘Others’ category




Movement in Long Maturity G Secs

Yields have trended lower despite no rate cut

e 10 VT GSEC e 15 W1 GsEC 30 ¥r Gsec
76 from the RBI
7.5
. Long tenor G-sec’s continue to provide attractive
73 investment opportunities
7.2
7.1
.
i A2 b + ~ o A ke A
o & & f o o e &
» 4 5 e o i P ¥
. . India G-SecYield Curve
* The Current yield curve is flat and does not offer ——Current (29 Feb 24
7.50
any term premium 70
7.30

Source: Internal Research

We reiterate our view to add duration to the

Fixed Income Portfolio
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The below analysis has been done for illustration purposes only
The analysis is for a mutual fund, not a direct fixed income instrument
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Post Tax Absolute

39% 25% 17%

Yield movement Avg ::::::: Capital Acerual Total pre tax Total post tax Total post tax Total post tax

NetYTM |overnext1-3Yrs| Probability Maturity (¥rs) Gain/Loss ) return return (Individuals | return (Corporates |  return (MAT

(A) (Yrs) ®) (A*B) Z+(A*B) @39%) @25%) Corporates @17%)
6.85% 1.00% 10 0.67 -6.7% 6.85% 0.18% 0.11% 0.14% 0.15%
6.85% 0.75% Low 10 06.67 -5.0% 6.85% 1.85% 1.13% 1.39% 1.53%
6.85% 0.50% 10 6.67 -3.3% 6.85% 3.52% 2.14% 2.64% 2.92%
6.85% 0.00% 10 6.67 0.0% 6.85% 6.85% 4.18% 5.14% 5.69%
6.85% -0.50% 10 06.67 3.3% 6.85% 10.19% 6.21% 7.64% 8.45%
6.85% -0.75% Reas:?::le o 10 0.67 5.0% 6.85% 11.85% 7.23% 8.89% 9.84%
6.85% -1.00% 10 0.67 6.7% 6.85% 13.52% 8.25% 10.14% 11.22%
Note:

The above analysis does not consider change in accrual with rise/drop in yields
Pre tax & post tax returns are assumed on absolute basis

Source: Internal Research




The below analysis has been done for illustration purposes only
The analysis is for a mutual fund, not a direct fixed income instrument
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Post Tax Absolute
39% 25% 17%
Yield movement Avg E::i:-:: Capital Accrual Total pre tax Total post tax Total post tax Total post tax
NetYTM |overnext1-3Yrs| Probability Maturity (¥rs) Gain/Loss ) return return (Individuals | return (Corporates |  return (MAT
(A) (Yrs) ) (A*B) Z+(A*B) @39%) @25%) Corporates @17%)
6.65% 1.00% 30 12.0 -12.0% 6.65% -5.32% -3.25% -3.99% -4.42%
6.65% 0.75% Low 30 12.0 -9.0% 6.65% -2.33% -1.42% -1.75% -1.93%
6.65% 0.50% 30 12.0 -6.0% 6.65% 0.67% 0.41% 0.50% 0.55%
6.65% 0.00% 30 12.0 0.0% 6.65% 6.65% 4.06% 4.99% 5.52%
6.65% -0.50% 30 12.0 6.0% 6.65% 12.64% 1.71% 9.48% 10.49%
6.65% -0.75% Reas:?;:le to 30 12.0 9.0% 6.65% 15.63% 9.53% 11.72% 12.97%
6.65% -1.00% 30 12.0 12.0% 6.65% 18.62% 11.36% 13.97% 15.45%
Note:

The above analysis does not consider change in accrual with rise/drop in yields
Pre tax & post tax returns are assumed on absolute basis

Source: Internal Research
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We reiterate our view 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

» G-Sec roll down strategies through a combination of 10 - 14 years’ maturity Bonds/Funds and
for 20 to 30 years’ average maturity prefer to invest through G-Sec MFs.

» Multi Asset Allocation Funds which aim to generate efficient risk adjusted returns through a
combination of debt instruments & arbitrage (equity and commaodities).

» 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.

u .\ Index
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PRIVATE WILALTH

1. Highlights

2. Equity

3. Fixed Income

4. Gold
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MCX Gold Spot (INR/10 gm)
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Data till 5t Mar 24
Source: Bloomberg; Internal Research




Comaox Bullion Outlook
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as on 6t Mar’24
Gold Price is $2,148
Silver Price is $24.16

* US Fed rate cut expectations, decline in US vyields, fall in US dollar Index and safe heaven appeal are the

factors that could contribute to positive rally in Gold

* Boost in industrial demand, growth in Manufacturing and Industrial activity in China and green tech

advancement are the factors that could contribute to positive rally in Silver

Source: MOFSL
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. 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: INPO00004409; 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 MOWMIL) 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. MOWMIL 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.
MOWNML 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, MOWMIL, 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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