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With the stabilization seen in terms GDP growth, cooling down of twin deficits (Fiscal deficit & Current Account
deficit) and inflation trending lower, we feel that Indian Economy has entered in a Goldilocks phase.

Improving Forex reserves, stable currency and the declining 10 Yr yields also provide additional comfort on the
macro front.

However, there are certain risks in current scenario like Global events, Inflation and Valuations which can cause
near to medium term volatility in the markets and impact the investors’ return

Basis this, our theme for this edition is “Goldilocks & Three Bears”, where along with describing the goldilocks
phase, we have provided mitigants to these above risks.

From a valuation perspective, large-cap stocks seem to be fairly valued, while mid- and small-cap stocks are
currently trading at higher valuations. However, based on consensus estimates, the earnings growth for Mid
Caps and Small Caps is high compared to Large Caps

With the current scenario of rich valuations and heightened volatility sector rotation is expected to continue
and be more prominent going forward.

We still continue with our view to have a duration bias in the fixed income portfolio so as to capitalize on the
likely softening of yields in the next 1-2 years
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st Jan24 to

2021 2022 2023 ||31st Aug'24’

| (Abs basis)

Equity-IND Gold NASDAQ | Equit-.r—lmn:
30.2% 13.9% 46.0% || 22.2% |
Equity-US Liquid Equity-IND |l Equit-,.r-us;
29.1% 5.1% 25.8% || 19a% |
NASDAQ | Equity-IND | Equity-Us || NAsSDAQ ,
23.5% 3.0% 25.7% || 184%
MSCIDM | Real Estate | MSCIDM | MSCIDM ;
22.2% 2.8% 22.3% | 16.2%
Liquid Debt Gold : Gold |
3.6% 2.5% 15.4% 13.9% |
Debt MSCIDM | MSCIEM | Debt |
3.4% -10.0% 7.7% 9.6% |
Real Estate | Equity-US Debt | MSCIEM |
3.1% -10.7% 73% |, s2%
MSCIEM | MSCIEM Liquid | Liquid |
-2.9% -13.5% 7.1% . 7Aa% |
Gold NASDAQ | Real Estate || Real Estatel
-4.2% -26.1% 20% | _4.6% |
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Note: Price Index values are being considered. Returns for Debt & Liquid are taken on Annualised basis, rest all are on absolute basis

Equity IND - Nifty 50, Equity US - S&P 500 INR, MSCI DM — MSCI World Index (Developed) INR, MSCI EM -MSCI Emerging Index INR, Gold - Gold INR, Debt -
CRISIL Composite Bond Index, Liquid - CRISIL Liquid Index, NASDAQ - NASDAQ Composite index INR, Real Estate - RBI House Price Index (3 month returns for
CY24 since data for this index is available only till end Jun'24)

Source: Investing.com, RBI, Internal research
Disclaimer: The above chart/data is for informational purpose. Past performance may or may not be sustained in future Index
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Disclaimer: The above graph is for informational purpose. Past performance may or may not be sustained in future.
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Source: MOWL, Trading Economics
Disclaimer: The above graph is for informational purpose. Past performance may or may not be sustained in future.
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Disclaimer: The above graph is for informational purpose. Past performance may or may not be sustained in future.
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* The inflation in the major economies has been slowing down after the highs recorded in the mid of CY22

* Inflation in Japan has remained steady, prompting the BoJ to raise interest rates to record highs

* Inflation in India is at its lowest levels in the last 4 years mainly on the back of easing food inflation

Source: Investing.com, Ycharts, Internal researc

Disclaimer: The above chart/data is for informational purpose.
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Source: Bloomberg, MOSL

Disclaimer: The above graph is for informational purpose. Past performance may or may not be sustained in future
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Estimated growth

Return on Equity S
Aug'24 (Ex of | Wt of BFSI
Indices Aug'24 |BFSland Oil & | and Oil & | FY25E FY26E
Petroleum) |Petroleum
Large Cap 21.0% 24% 36.2% 7.7% 6.0%
Mid Cap 18.2% 18% 26.5% 23.2% 22.0%
Small Cap 16.4% 17% 16.3% 22.4% 7.4%

* Estimated earnings growth is taken from Bloomberg consensus estimates

Note 1: The stocks are bifurcated in terms of Large, Mid and Small basis average market capitalization available on AMFI website

Note 2: Motilal Oswal Nifty 500 Index Fund is considered as proxy to get the underlying constituents for Nifty 500
Note 3: Large Cap refers to top 100 companies, Mid Cap refers to 101 to 250t company and Small Cap refers to 2515t to 500t" company
Note 4: BFSI sector includes Banks, Finance and Capital markets

Source: ACE Equity, Internal Research, Bloombe
Disclaimer: The above chart/data is for informational purpose. Past performance may or may not be sustained in future

* The ROE profile seems to be decent across the market cap.

* Within Large Caps, the ROE profile improves after excluding BFSI and Qil & Petroleum sectors.
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Disclaimer: The above chart/data is for informational purpose. Past performance may or may not be sustained in future
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MAJOR INDUSTRIES AND THEIR

CAPEX PLANS

Huge Capex happening across

POWER different sectors in India
’4 5 DEFENCE * Sectors like Power and Defence have a bulk of
? %’72 Sy = capex allocation going forward and basis that the
— 7 ; stocks in these sectors have also been rewarded
mwzmzozezozz
e New age sectors like Semiconductors, Data
CEMENT INDUSTRY SEMICONDUCTOR centers and Electric Vehicles (covered under Auto
?’, f cEmii . " industry and Auto Anc’s) have sizeable capex
LAHCRORES b plans,
THE NEXT 3 YEARS
STEEL INDUSTRY DATA CENTRE
?50.000/ <Y<50,000 ?50 000 ?50 000 l
THE NEXT 3 YEARS IN THE NEXT 3 YEARS

Disclaimer: The above chart/data is for informational purpose. Past performance may or may not be sustained in future 13



2021 2022 2023 CYTD (Aug'24)
Metal PSU Bank Realty Oil & Gas
73.4% 74.7% 82.0% 42.6%
IT Metal Auto Auto
62.3% 25.3% 48.8% 41.6%
Realty FMCG Infra Pharma
54.7% 20.1% 40.1% 38.8%
Cons Durables Oil & Gas Pharma Realty
46.7% 16.9% 34.8% 34.9%
PSU Bank Auto PSU Bank Cons Durables
44.8% 16.6% 33.3% 33.2%
Infra Fin Svcs FMCG Infra
37.8% 10.5% 30.8% 29.9%
Oil & Gas Infra Nifty 500 PSU Bank
37.2% 7.5% 26.9% 23.2%
Nifty 500 Nifty 500 IT Nifty 500
31.6% 4.2% 26.3% 23.1%
Auto Realty Cons Durables IT
20.3% -10.5% 23.7% 22.2%
Fin Svcs Pharma Metal Metal
14.6% -10.7% 19.1% 18.3%
FMCG Cons Durables Fin Svcs FMCG
12.4% -12.7% 14.3% 12.4%
Pharma IT Oil & Gas Fin Svcs
10.9% -24.5% 13.1% 11.1%

Note: Total Return Index values considered. Fin Svcs: Financial Services, Cons Durables: Consumer Durables

Source: Internal Research, ACE MF Nifty Indices
Disclaimer: The above graph is for informational purpose. Past performance may or may not be sustained in future

Considering the last 4 years (including CYTD’24),
the sector rotation has been visible, different
sectors being the top performers across different
years.

With the current scenario of rich valuations and
heightened volatility sector rotation is expected
to continue and be more prominent going
forward.




iﬁe::nr PAT Enn b) | Growth YoY (%)

| FY21 FY22 FY23  FY24 FY25E FY26E | FY21  FY22  FY23  FY24  FY25E  FY26E
Automobiles 173 7% 283 2624 2678 2793 2 2 57 2278 2 116 g 17
gl 1044 1433 2026 2541 2894 3381 | 25 3 4 5 M 1
Capital Goods 68 84 104 130 145 187 | 23 24 24 25 12 29
Cement 100 130 115 134 135 168 | @ | 31 | 43 16 1 24
Consumer 292 319 386 438 460 511 1 9 21 13 5 11
Healthcare 129 172 181 220 259 301 | 38 33 6 n 18 16
Logistics 45 59 77 89 111 132 | -0 30 30 16 24 19
Metals 344 926 540 599 777 923 | 45 169 42 11 30 19
0il & Gas . 776 1,107 1,089 1550 1497 1804 20 43 2 42 3 2
Retall 10 23 13 T a1 51 35 138 40 7 17 24
Technology 83 958 1022 1055 1165 1316 7 15 7 3 10 13
Telecom 7 35 82 113 181 309 | loss loss P g 60 71
Utilities 271 303 310 389 381 419 21 12 3 19 3 10
Others | 11 8 27 a5 43 43 | 15 29 249 29 22 o
Nifty 4,098 5634 6281 7,931 8768 10340 19 38 11 26 11 18

* BFSI and Metals to drive FY25E earnings for the Nifty 50

Source: MOFSL

Disclaimer: The above chart is for informational purpose. Past performance may or may not be sustained in future
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* Nifty EPS is estimated at INR 1,115/INR 1,316. Nifty EPS is expected to grow 11% and 18% in FY25 and

FY26, respectively

Source: MOFSL

Disclaimer: The above chart is for informational purpose. Past performance may or may not be sustained in future




Data as on 3" September’24
Source: Capital Line, Bloomberg Internal Research
Disclaimer: The above graph is for informational purpose. Past performance may or may not be sustained in future.

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.

—Temperature Gauge Cheap Zone Fair Zone Expensive Zone

120.00 117

Nifty — 3 Year Forward Return

53%

43%

33%

23%

13%




Temperature Gauge Index - Sensitivity Analysis

Nifty50/10 Yr Gsec 6.58% 6.78% 6.98% 7.18% 7.38%
24000 113 114 115 116 117
24250 114 115 116 117 118
24500 114 115 116 117 118
24750 114 116 117 118 119
25000 115 116 117 118 119
25250 115 116 117 118 119
25500 116 117 118 119 120
25750 116 117 118 119 120
26000 116 117 118 119 120
26250 117 118 119 120 121
26500 117 118 119 120 121
26750 117 118 119 121 122
27000 118 119 120 121 122

Pink cell Indicates Current Level of Nifty 50 and 10 yr G-sec levels. Data as on 3" September’24

Source: Capital Line, Bloomberg Internal Research
Disclaimer: The above data is for informational purpose. The analysis may or may not be sustained in future.
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Nifty 50 3 Yr Return CAGR

Index in No. of % of
Range Observations Observations

%

Average Times

Positive

% Times in
CAGR range

6%to ___
10% >=10%

65 70 60 1% 24% 57% 43% [100.0%| 0% 100%
70 75 202 2% 15% 51% 32% |(100.0%| 0% 100%
75 80 285 3% 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%
105 110 810 10% -4% 22% 10% |83.1% | 15% 56%
110 115 1797 22% -7% 22% 9% 64.5% | 28% 22%
(115 [ 120 [ 1579 T 19% | 4% | 21% | 8% |74.1% 21% | 23% ]
120 125 804 10% -2% 18% 9% 83.2% | 7% 55%
125 130 135 2% 0% 16% 12% | 88.1% | 4% 69%
130 135 84 1% -2% 15% 6% 91.7% | 0% 36%
135 140 28 0% -3% 0% -1% 10.7% | 0% 0%

Data as on 3" September’24

Source: Capital Line, Internal Research
Disclaimer: The above data is for informational purpose. Past performance may or may not be sustained in future
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» Below grid is based on Temperature Gauge Index

Valuation
Expensive No Action Reduce Reduce 100% Staggered
: Staggered
Fair Invest Stay Invested Stay Invested
(Current Scenario)
Cheap Invest Invest Stay Invested 100% Lump-sum
R Strategic
Underweight Neutral Overweight Allocation

Source: Internal Research
Disclaimer: The above data is for informational purpose. Past performance may or may not be sustained in future
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* The equity outlook remains positive given robust economic growth, strong flows and capex
spending. The expected rate-cut cycle will also add further impetus to the economy. The ongoing
global events and the approaching U.S. elections may heighten the volatility in the short term.

* From a valuation perspective, large-cap stocks seem to be fairly valued, while mid- and small-cap
stocks are currently trading at higher valuations. However, the expected earnings growth over
the next two years remains robust for mid- and small-cap segments.

* |f Equity allocation is lower than desired levels, investors can increase allocation by implementing
a staggered investment strategy over 3 to 6 months for large & multi cap strategies and 6 to 12
months for select mid & small-cap strategies with accelerated deployment in the event of a
meaningful correction.
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Federal Policy Rate Median Projection:
5.1% by 2024; 4.1% by 2025, 3.1% by 2026
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Source: MOWL, Federal Reserve Website : Sumary o
Disclaimer: The above graph is for informational purpose. Past performance may or may not be sustained in future.
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* U.S. 10-Year yield softened to around 3.91% after FED indicated reducing interest rates in Sep’2024.

* Healthy U.S. retail sales data, smaller-than-expected rise in weekly unemployment claims and an easing
inflation print provided solace.

* India bond yields continue to be guided by liquidity conditions, moves in global benchmarks, with strong

domestic demand supply conditions.

Source: MOWL, Investing.com
Disclaimer: The above graph is for informational purpose. Past performance may or may not be sustained in future.
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Movementin G - Sec Yields Across Maturities

we=3l-Aug-24 =—ge=31-Mar-24 =—e=31-0c1-23

7.60
7.50 7.51
7.50 a
7.40 733 =0 30 7.35 7.35
- _._____———'-_-‘
7.30 i
& 7.20 712
= 7.009
7.05 7 7 —
':! 7.10 7.03 1.3 7.05 7.05 — -
6.8 | —— ' * '

es0 |64 615 615 e

6.70

1¥r 2%¥r 3%r 5%r 10 ¥r 15%r 30%r
Maturity in years

v Yields curve has shifted downwards and is gradually moving from a flat to a bull steepening on back of favourable

demand supply dynamics and well-contained inflation

v" The short term yields are softening more than long term yields leading to increase in term spreads

Source: MOWL, Bloomberg Investing.com
Disclaimer: The above graph is for informational purpose. Past performance may or may not be sustained in future.




Source: MOWL, Bloomberg Investing.com
Disclaimer: The above graph is for informational purpose. Past performance may or may not be sustained in future.

Movement in Long Maturity G Secs
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Positive Factors : Reiteration of our View :

Downside Risks :

v' Stable Domestic Macros v Mixed Global macro signals 4 Durafti?n bias in the fixled incomhe
. . . tfolio so as to capitalize on the
v Inclusion of Bonds in Global Indices . por
v' Divergent Global Central Bank likely softening of yields in the next
v" Change in India’s Sovereign Outlook Policies 1-2 years
v" Lower Gross Borrowings v' Rising Geopolitical tension
v Path to Fiscal Consoli




. RN
 MOTILAL OSWAL
| AR AR AN ;

[ BN o A S e A - |

PRIVATL WILALTH

Post Tax Absolute
39% 5% 17%
Yield Modified . Total posttax | Total posttax | Total post tax
lm'uer:mt aver Avg Duration Caprta Accrual [ P mﬁ reﬁ lemw;tMT
Met YTM Probabili Maturity in/Loss return .

next 1-3 ¥rs a v |0 Gﬁm @ | g | (dvidwals | (Coporates | Corporates

(A) (B) @39%) @25%) @17%)

6.86% 0.50% . 10.00 677 -3.4% 6.86% 3.48% 2.12% 161% 2.88%

oW
6.86% 0.00% 10.00 677 0.0% 6.86% 6.86% 418% 5.15% 5.6%%
6.86% -0.50% 10.00 677 34% f.86% 10.25% 6.25% 7.68% B.50%
Reasonable
6.86% -0.75% 10.00 6.77 5.1% f.86% 11.94% 7.28% 8.95% 0.91%

Source: MOWL, Internal Research
Disclaimer: The above graph is for informational purpose. Past performance may or may not be sustained in future.




We reiterate our view to have a duration bias in the fixed income portfolio so as to capitalize on the likely
softening of yields in the next 1-2 years

30% of the portfolio may be invested in
* Actively managed duration funds to capitalize on evolving fixed income scenario

* For passive duration allocation, one may invest in long term maturity G-sec papers to benefit from
accrual income and potential MTM gains

*  30% - 35% of the portfolio shall be allocated to Multi Asset Allocation funds & Equity Savings Funds

* These funds aim to generate enhanced returns than traditional fixed income with moderate
volatility through a combination of Domestic Equity, Arbitrage, Fixed income, International Equity,
Gold & other Commodities

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

*  For liquidity management, investments can be made in Floating Rate (9 to 12 months) & Arbitrage Funds
(3 to 6 months)

T
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Gold and Silver takes breather after sharp rally this year
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* In August, Gold rose over 2%, while Silver traded volatile in a broad range

* Major factors triggering volatility last month : Fed Rate cut expectations, Escalating geopolitical tensions and
economic data points

* Domestic Gold prices did see some recovery post 9% duty cut, momentum is still lacking.

Source: Motilal Oswal Research
Disclaimer: The above graph/data is for informational purpose. Past performance may or may not be sustained in future.
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MCX Gold Spot (INR/10 gm)
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Absolute Returns (%)

3 months 6 months

CAGR (%)

MCX Gold Spot (Rs)

1.5%

-0.5% 13.9%

20.1% 14.8% 12.8%

MCX Silver Spot (Rs) -1.6%

-8.9% 17.5%

9.9% 9.1% 11.3%

Data as on 3" September ‘24
Source: Bloomberg; Internal Research

Disclaimer: The above graph/data is for informational purpose. Past performance may or may not be sustained in future.




¢ Motilal Oswal Wealth Limited (“Motilal Oswal Private Wealth” or “MOPW”), a company incorporated under the Companies act 1956, is registered with SEBI as Portfolio Manager (Portfolio Management Registration
No. INPO00004409); registered as distributer of mutual funds (AMFI Registration No. ARN 87554) and an Investment Manager to Motilal Oswal Wealth AIF, a trust organised in India and is registered with Securities
and Exchange Board of India as a Category |ll — Alternative Investment Fund (SEBI Registration Number: IN/AIF3/22-23/1142)

* This document is for information and reference purposes only and should not be construed to be investment advice under SEBI (Investment Advisory) Regulations. This document is not a research report as per the
SEBI (Research Analyst) Regulations, 2014.

* The information provided herein are for the exclusive and confidential use of the addressee(s) only. This report 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 MOWL and affiliates/ group
companies to any registration or licensing requirements within such jurisdiction. The distribution of this document in certain jurisdictions may be restricted by law, and persons in whose possession this document
comes, should inform themselves about and observe, any such restrictions. Any distribution, use or reproduction of the information contained in this Document, in full or in part without the written permission of
MOPW, is unauthorised and strictly prohibited. If you have received this Document erroneously and you are not the intended recipient(s) of this Document, please delete and destroy it and notify MOPW immediately
without making any copies and/or distributing it further. This document is not intended to be an invitation to effect a securities transaction or otherwise to participate in an investment service/offer. Nothing in this
Document should be construed as advice nor an offer or recommendation or solicitation of any products/services by MOPW. The products/services referred in this document may not be suitable for all kind of
Investors. Investors with any questions regarding the suitability of any of the products or services referred must consult their Financial Advisors, Tax consultants before taking investment decisions. MOPW does not
provide any tax advice. Investors should assess the tax impact of their investment(s)/transaction in consultation with their tax advisors prior to investing.

* MOPW does not guarantee yield or capital appreciation or capital protection. It may be noted that past performance does not guarantee similar future performance. MOPW neither assures nor guarantees any future
returns or future performance, nor does it guarantee and/or assures that the projections/performance mentioned in this document or elsewhere, will be met. We have included
statements/opinions/recommendations which contain words or phrases, that are “forward looking statements”. Actual results may differ materially from those suggested by the forward looking statements due to
risks or uncertainties associated with our expectations with respect to, but not limited to, exposure to market risks, general economic and political conditions in India and other countries globally, which have an
impact on our services and / or investments, the monetary and interest policies of India, inflation, deflation, unanticipated turbulence in interest rates, foreign exchange rates, equity prices or other rates or prices,
the performance of the financial markets in India and globally, changes in domestic and foreign laws, regulations and taxes and changes in competition in the industry. By their nature, certain market risk disclosures
are only estimates and could be materially different from what actually occurs in the future. Each recipient of this document should make such investigation as it deems necessary to arrive at an independent
evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved), and should consult his own advisors to determine the merits and risks of such
investment. The investment discussed or views expressed may not be suitable for all investors. We and our affiliates, group companies, officers, directors, and employees may: (a) from time to time, have long or
short positions in, and buy or sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as
advisor or lender/borrower to such company (ies) or have other potential conflict of interest with respect to any recommendation and related information and opinions.

¢ Although MOPW has taken all reasonable steps to ensure accuracy of the data and completeness of the information contained in this document, it neither confirms nor guarantee accuracy or completeness of such
information contained in this Document anyway. Investors are expected to make an independent assessment and verify its veracity, separately, before making any investment decisions. You expressly acknowledge
and agree that you shall have gone through the respective product documents, disclosure documents, policies and other risk statements as are available on the website of the company and/or with the regulators,
before taking any such investment decisions and MOPW shall neither be liable nor take any responsibility for any investment decisions, that is taken solely based on this document. Neither MOWL nor any of its
affiliates, group companies, directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or consequential including lost revenue or lost profits that may arise from
or in connection with the use of the information.

* Investment in securities are subject to market risk. Please read all investment related documents carefully before investing.
* For further details, including complaints and suggestions, if any, you may contact us at:
* Motilal Oswal Wealth Limited Registered Office: Motilal Oswal Towers, Junction of Gokhale & Sayani Road, Prabhadevi, Mumbai 400025. E-Mail: privatewealth@motilaloswal.com

¢ For Distribution Complaints Email us at: m es@motilaloswal.com; For PMS & IA Complaints Email us at: grievancesPWM@motilaloswal.com ;
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