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Sensex closes at 50K mark; 1° time in its history

In flashback — 1986 to 2021

m  For the first time in history, the Sensex has closed above the psychological mark
of 50k on 3™ Feb 2021. While the first 25k took ~28 years, the second 25k
milestone has come in the last ~7 years. The index has, indeed, come a long
way from its humble beginnings in 1986, when it traded at 549, while setting
the base year of 1978-79 as 100. On this spectacular journey, the Sensex has
mirrored the economic growth of the country from the pre-liberalization phase
to now emerge as one of the top economies of the world while overcoming the
challenges of Asian financial crisis, dot com bubble, Global financial crisis, taper
tantrum to covid pandemic and coming out triumphant.

B The recent sprint to 50k now in Feb’21, from pandemic lows of 26k in Mar’20 —
amid lockdowns and other health challenges — has been led by a benign global
liquidity backdrop, better containment of COVID-19 cases, sharp recovery in
corporate earnings, and a market-friendly budget.

® In this note, through select interesting exhibits, we traverse the Sensex’s
journey from 549 in 1986 to 50k today.

Sensex up 91x in ~35 years — a non-linear journey

®  While traversing its journey from 549 to 50k, the Sensex, up 91x, has delivered
13.6% CAGR returns in the last 35 years. While the returns have been
impressive, this has been a non-linear journey (as shown in Exhibit 3).

B CY’1991 —the year in which India ushered in a new era by breaking the barriers
of the ‘License-control Raj’ — was the best year of annual returns, with the
Sensex delivering 82% gains. On the other hand, CY2008, the year of the Global
Financial Crisis (GFC), was the worst year, with the Sensex ending the year with
a 52% decline.

B In the last 35 years, the Sensex has given calendar annual returns of >20% over
14 years, while it fell more > 10% over 7 calendar years.

B The Sensex’s journey from 549 to 5k was the most excruciating, as it took a
total of 3,034 trading days (almost 14 years). The move from 20k to 25k was
also prolonged (1,607 trading days or 6.5 years) as the markets took time to
recover from the long phase of correction in the aftermath of the GFC in 2008.
On the other hand, the move from 45k to 50k has been the quickest as it has
been covered over just 41 days. Of course, as the levels move higher, every 1k
point journey implies lower percentage returns.

Sunrise and Sunset: Some sectors gained prominence, others have faded

m  Over the years, the sectoral representation of the Sensex has undergone a
world of change. In fact, the representation of sectors remains in consonance
with the changes in the underlying economy. The Sensex in Mar’90 had zero
representation from private sector banks and was dominated by industrial
sectors such as Metals, Cement, and Capital Goods. With a) the change in the
economy from Manufacturing to Services over the past three decades and b)
the rise of the private sector post liberalization, the sectoral representation in
2021 is vastly different from that of 1990.
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B The Top 2 sectors in 2021 — Private Banks (28.5%) and Technology (17.7%) —

had zero representation in the Sensex in 1990. Similarly, NBFCs, with 12.4%
weight in the Sensex, had zero weight in 1990.

Cement and Capital Goods have also seen massive decline in weights to
1.3%/3.4% now in 2021 from 12.5%/10% in 1990. With Tata Steel being
replaced in the Sensex with Dr Reddy’s Labs in Dec’20, the Sensex now has zero
representation from Metals — a sector which had 26.3% weight in 1990.
Similarly, Fertilizers (5.8%), Textiles (4.3%), Shipping (2.5%), Paper (1.6%), and
Hotels (1.0%) are no longer a part of the Sensex.

Consumer and Auto weights have dropped to 10.2%/4.3% in 2021 from
14.7%/12% in 1990. On the other hand, sectors that have gained weight include
Oil & Gas (from 7.3% to 12%), largely on account of Reliance. Healthcare and
Utilities have seen minor increase in weights.

Only four companies have traversed the entire journey!

Out of the 30 stocks in the Sensex, only four companies — RIL, HUL, ITC, and L&T
— have been a part of the index’s journey since inception.

The combined market-cap of these four companies has grown at a CAGR of 23%
between Jan’1988 and Feb’2021. This can be broken down into two phases —
one wherein the market cap expanded at a CAGR of 32% between Jan’1988 and
Dec’2007 and another wherein an 8% CAGR was reported between Dec’2007
and Jan’2021.

Valuation multiples changed in line with underlying change in constituents

In line with the change in the underlying composition of the Sensex, the
valuation multiples of the Sensex have also moved up.

m The average P/E multiple of the Sensex between April’1993 and Feb’2021

stands at 16.6x; however, the average for the last 10 years is 19.5x.

Exhibit 1: Sensex’s journey from 500 to 50,000!
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Exhibit 2: Sensex has delivered a 13.6% CAGR between 1986 and Feb’2021...
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Exhibit 3: ...but, the journey has been anything but smooth

Sensex 12 month Rolling Returns (%)
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Exhibit 4: Sensex’s annual returns were the highest in 1991/2009 at more than 80%, while 2008 was the worst year with
decline of more than 52%
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Exhibit 5: In 2 out of every 5 years, the Sensex’s CY returns are more than 20%, while in 1 year out of 5, the Sensex declines
by more than 10%
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Exhibit 8: Top 10 companies by weight in the Sensex — a snapshot of India’s transformation in the last 30 years!
Weight Weight Weight Weight Weight
Compan as of Compan as of Compan as of Compan as of Compan as of 03
pany Mar pany Mar pany Mar pany Mar pany Feb
1990 (%) 2000 (%) 2010 (%) 2020 (%) 2021 (%)
Tata Steel 20.9 Infosys 20.5 Reliance Inds. 13.2 HDFC Bank 11.8 HDFC Bank 11.7
Tata Motors 9.6 Hind. Unilever 17.2 Infosys 9.6 Reliance Inds. 11.4 Reliance Inds. 11.4
Hind. Unilever 8.2 Reliance Inds. 11.5 ICICI Bank 8.0 HDFC 9.0 HDFC 8.9
Reliance Inds. 7.2 ITC 6.3 Larsen & Toubro 6.6 Infosys 7.7 Infosys 8.6
Century Textiles 6.5 MTNL 5.1 HDFC Bank 5.3 ICICI Bank 6.7 ICICI Bank 7.8
GSFC 5.8 NIIT 3.8 ITC 53 TCS 6.2 TCS 6.1
Grasim Inds 4.3 ICICI-Merged 3.7 HDFC 5.3 Hind. Unilever 5.3 Kotak Mah. Bank 4.4
Larsen & Toubro 4.1 Ranbaxy Labs. 3.7 St Bk of India 4.5 Kotak Mah. Bank 4.9 Hind. Unilever 3.6
Hindalco Inds. 3.5 St Bk of India 3.7 ONGC 3.5 ITC 4.7 Axis Bank 3.5
Nestle India 3.3 Larsen & Toubro 2.5 TCS 3.5 Larsen & Toubro 3.2 ITC 3.4

Source: Capitaline, MOFSL
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Exhibit 9: Sensex P/E LT average has increased from 16.6x to 19.5x due to a change in underlying index constituents
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Exhibit 10: Sensex is trading at 23% premium to its LT book value
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Exhibit 11: Sensex ROEs has picked up from the lows of 12% in Mar’17 to 14.6%
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from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the "Exchange Act") and interpretations thereof by the U.S. Securities and Exchange Commission
("SEC") in order to conduct business with Institutional Investors based in the U.S., MOFSL has entered into a chaperoning agreement with a U.S. registered broker-dealer, Motilal Oswal Securities
International Private Limited. ("MOSIPL"). Any business interaction pursuant to this report will have to be executed within the provisions of this chaperoning agreement.

The Research Analysts contributing to the report may not be registered /qualified as research analyst with FINRA. Such research analyst may not be associated persons of the U.S. registered broker-dealer,
MOSIPL, and therefore, may not be subject to NASD rule 2711 and NYSE Rule 472 restrictions on communication with a subject company, public appearances and trading securities held by a research
analyst account.

For Singapore:
In Singapore, this report is being distributed by Motilal Oswal Capital Markets Singapore Pte Ltd (‘MOCMSPL") (Co.Reg. NO. 201129401Z) which is a holder of a capital markets services license and an

exempt financial adviser in Singapore,
as per the approved agreement under Paragraph 9 of Third Schedule of Securities and Futures Act (CAP 289) and Paragraph 11 of First Schedule of Financial Advisors Act (CAP 110) provided to
MOCMSPL by Monetary Authority of Singapore. Persons in Singapore should contact MOCMSPL in respect of any matter arising from, or in connection with this report/publication/communication. This
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report is distributed solely to persons who qualify as “Institutional Investors”, of which some of whom may consist of "accredited" institutional investors as defined in section 4A(1) of the Securities and
Futures Act, Chapter 289 of Singapore (‘the SFA"). Accordingly, if a Singapore person is not or ceases to be such an institutional investor, such Singapore Person must immediately discontinue any use of
this Report and inform MOCMSPL.

Disclaimer: The report and 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. This report and information herein is solely for informational purpose and may not be used or considered
as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Nothing in this report constitutes investment, legal, accounting and tax advice or a
representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors,
who must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of
independent judgment by any recipient. Each recipient of this document should make such investigations 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 its own advisors to determine the merits and risks of such an investment. The investment discussed or
views expressed may not be suitable for all investors. Certain transactions -including those involving futures, options, another derivative products as well as non-investment grade securities - involve
substantial risk and are not suitable for all investors. No representation or warranty, express or implied, is made as to the accuracy, completeness or fairness of the information and opinions contained in this
document. The Disclosures of Interest Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in the
report. This information is subject to change without any prior notice. The Company reserves the right to make modifications and alternations to this statement as may be required from time to time without
any prior approval. MOFSL, its associates, their directors and the employees may from time to time, effect or have effected an own account transaction in, or deal as principal or agent in or for the securities
mentioned in this document. They may perform or seek to perform investment banking or other services for, or solicit investment banking or other business from, any company referred to in this report. Each
of these entities functions as a separate, distinct and independent of each other. The recipient should take this into account before interpreting the document. This report has been prepared on the basis of
information that is already available in publicly accessible media or developed through analysis of MOFSL. The views expressed are those of the analyst, and the Company may or may not subscribe to all
the views expressed therein. This document is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other person or published,
copied, in whole or in part, for any purpose. 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 MOFSL to any registration or licensing requirement within such
jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to
inform themselves of and to observe such restriction. Neither the Firm, not its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or
consequential including lost revenue or lost profits that may arise from or in connection with the use of the information. The person accessing this information specifically agrees to exempt MOFSL or any of
its affiliates or employees from, any and all responsibility/liability arising from such misuse and agrees not to hold MOFSL or any of its affiliates or employees responsible for any such misuse and further
agrees to hold MOFSL or any of its affiliates or employees free and harmless from all losses, costs, damages, expenses that may be suffered by the person accessing this information due to any errors and
delays.
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and Mutual Funds are offered through MOAMC which is group company of MOFSL. Motilal Oswal Wealth Management Ltd. (MOWML): PMS (Registration No.: INP000004409) is offered through MOWML,
which is a group company of MOFSL. Motilal Oswal Financial Services Limited is a distributor of Mutual Funds, PMS, Fixed Deposit, Bond, NCDs,Insurance Products and IPOs.Real Estate is offered
through Motilal Oswal Real Estate Investment Advisors Il Pvt. Ltd. which is a group company of MOFSL. Private Equity is offered through Motilal Oswal Private Equity Investment Advisors Pvt. Ltd which is a
group company of MOFSL. Research & Advisory services is backed by proper research. Please read the Risk Disclosure Document prescribed by the Stock Exchanges carefully before investing. There is
no assurance or guarantee of the returns. Investment in securities market is subject to market risk, read all the related documents carefully before investing. Details of Compliance Officer: Name: Neeraj
Agarwal, Email ID: na@motilaloswal.com, Contact No.:022-71881085.
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