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GLOBAL MARKETS

+* Indian market among the leaders in Aug’22,
continues to outperform

+* India stands out, outperforming global markets
YTD

MACROS

% Indian bond yields at 7.2%. The spread
between Indian and US bond yields stood at 4%
— the lowest since Feb’17

% On the currency front, the INR declined by
0.25% MoM v/s the USD

% India’s forex reserves declined by USD78b from
its Oct’21 peak to USD564b

MARKETS COMMODITY PRICES

% Top gainers among global cyclicals; Technology «» Commodity inflation cools off from its recent
and Healthcare were the weakest in Aug’22 highs, but remains volatile

% Among Nifty constituents, nine closed lower in CO NTE NTS % Crude Oil prices trade significantly lower from
Aug’22. Around 28 constituents outperformed its Mar’22 high

. tAhe bfan.cthmz:rl:SE 1 s P e % HRC prices fall 25% from its Apr’22 high
¥ S aRRiy e N censtituents|B1%) ende < TMT prices fall 22% from its Apr’22 high

higher in Aug’22

FLOWS AND VOLUMES VALUATIONS

% Fll inflows at the highest since Jan’21, Dlls turn
sellers after 17 months of buying

% Average daily cash volumes rose 28% MoM to
INR636b in Aug’22. However, it is still 28% lower
from its Oct’21 high

< Monthly institutional cash trading volumes rose
12% MoM to INR5.9t
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Indian market among the leaders in Aug’22, continues to outperform YTD’22

World equity indices (MoM) in USD terms (%)
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Top gainers among global cyclicals, Technology and Healthcare were the weakest in Aug’22

Sectoral performance MoM (%)

MoM change (%)
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Around 82% of Nifty constituents gain in Aug’22

< Among Nifty companies, nine closed lower in Aug’22. Around 28 constituents outperformed the benchmark.
< Among Nifty constituents, 66% traded higher YTD. Coal India, M&M, ITC, NTPC, and Eicher Motors led the gainers pack.

Best and worst Nifty performers (MoM) in Aug’22 (%) — Bajaj Finserv, M&M, and Coal India are among the top gainers
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Best and worst Nifty performers YTD (%) — Coal India, M&M, and ITC are the top gainers, while Technology stocks continue to underperform
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A majority of BSE-200 constituents (81%) closed higher in Aug’22

About 81% of BSE-200 constituents closed higher than the benchmark in Aug’22. Around 45 companies gained over 10% in Aug’22.

Around 50% of BSE-200 constituents traded higher YTD, with several Adani group companies leading the gainers pack.
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Top gainers from the BSE-200 pack on a MoM basis (%)*
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Top gainers from the BSE-200 pack YTD’CY22 (%)*
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Around 19% of BSE-200 constituents decline in Aug’22

Only 19% of BSE-200 constituents declined in Aug’22. Balkrishna Industries, Indus Towers, Coforge, and Ipca Laboratories were the key

laggards MoM.

33

*

Around 50% of BSE-200 companies are still trading lower YTD, of which seven companies are trading 40% lower and below.
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A few key laggards among BSE-200 constituents on a MoM basis (%)*
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Biggest laggards among BSE-200 constituents YTD (%)*
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FIl inflows at the highest since Dec’20, Dlis turn sellers after 17 months of buying

0

*0

>

0

Flls recorded inflows of USD6.8b in Aug’22 — the highest since Dec’20. Outflows stood at USD20.9b YTD.
DllIs turn sellers at USD0.9b in Aug’22 after 17 consecutive months of buying. Inflows stood at USD27.2b YTD.
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=0O==Non Institution % to Cash Volume (RHS)

Average daily cash volumes rose 28% MoM to INR636b in Aug’22. However, it is still 28% lower from its Oct’21 high.
Monthly Avg. Cash Volume (INR b)

Monthly institutional cash trading volumes rose 12% MoM to INR5.9t.

Average daily cash volumes up 28% MoM after remaining weak in the past two months
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Autos, Oil and Gas, PSU Banks, and Consumer outperform the Nifty from its Oct’21 high

Auto, Oil and Gas, PSU Banks, and Consumer outperform the benchmark from its Oct’21 high

MoM change (%)
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Nine Nifty constituents gained more than 10%, whereas 15 stocks declined more than 10% from its Oct’21 high

Change from the Oct'21 high (%)
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Around 32% of BSE-200 constituents trade above their Oct’21 highs

Around 28 companies* from the BSE-200 trade above 10% since Oct’21
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Around 79 companies* from the BSE-200 trade below 10% since Oct’21
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10-year G-Sec yield ~7.2%; EY/BY below its long-term mean
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India’s 10-year bond yield cooled off to 7.2%, resulting in the EY/BY trading below its 15-year average of 0.76%.
On a trailing basis, EY/BY remains lower than its LPA.
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Spread between India and the US yield at 4% — the lowest since Feb’17

+ Indian bond yield was stable at 7.2% as the spread between Indian and the US bond yields stood at 4% — the lowest since Feb’17.

< On the currency front, the USD:INR fell 0.25% MoM. India’s forex reserves declined by USD78b from its peak of Oct’21 to USD564b.
Reserves were at their lowest levels since Nov’20.
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Commodity inflation cools off from recent highs, but remains volatile

Crude Oil prices trade significantly lower from their Mar’22 highs

Palm Oil prices soften from its Apr’22 high
Brent Crude index (USD)
[ —

Palm Oil (MYR/MT)
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5,735
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HRC prices 25% off from its Apr’22 high TMT prices fell 22% from its Apr’22 high
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Nifty composition: Auto, Consumer, and Banks lead the YTD gainers pack

% The weightage of the Auto sector rose 105bp from Dec’21 to 6% — the highest since Dec’19 levels.

< The weightage of Private Banks grew 150bp YTD to 23.4%.

% The weightage of the Technology sector fell 490bp YTD to 14.2%.

Weightage in the Nifty (%)

Dec’04 Dec’08 Dec’12 Dec’20 Dec’21 Jul’22 Aug’22

Automobiles 6.7 25 8.8 5.4 5.0 5.8 6.0
Banks — Private 4.7 5 16.9 24.7 21.9 22.9 23.4
Banks — Public 5.8 5.4 4.7 1.8 23 2.7 2.6
NBFC + Insurance 2.1 23 7.9 12.3 11.4 10.9 11.0
Capital Goods 4 7.7 5.9 2.6 3 2.9 3.0
Cement 2.8 1.7 4.2 2.2 2.4 2.2 2.2
Consumer 7.8 6.5 12.3 10.4 9.4 10.8 10.7
Healthcare 6.3 2.6 5 3.6 34 3.9 3.8
Metals 8.2 4.8 3.8 2 2.9 2.8 2.8
Oil and Gas 27.1 24.5 12.3 12.5 12.3 12.6 12.8

Reliance Ind. 8.3 10.6 7.4 10.7 10.8 11.5 11.7
Telecom 6.3 11.6 2 2 21 2.2 2.3
Technology 14.5 9 114 16.3 19.1 15.1 14.2
Utilities 1.9 13.3 4.5 21 21 2.5 2.6
Miscellaneous 2 33 0.5 2.1 2.6 2.6 2.7
Nifty 100 100 100 100 100 100
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Weightage of the
Auto sector rises
150bp since Dec’21
to 6%

Weightage of the
Technology sector
falls 490bp YTD
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KEY REPORTS FROM MOFSL'S RESEARCH DESK

India Strategy
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India Strategy: Deciphering the ‘In-N-Out’ of institutional flows (link)

Fll flows led the charge till FY15, but peters out subsequently DIl flows: Imposing faith in domestic investors

+« In our detailed analysis of institutional flows over the last 15 years, % Dlls: Over the last 23 years beginning FYOO, Dlls have invested
we see contrasting trends in the dynamics of FIl and DIl flows in USD90.6b in Indian equities. However, the breakup of Dlls into MFs
India, with a large part of the period under study being dominated and excluding MFs was made available in FYO7. Since then, Dlls have
by Fll flows. invested USD88.8b in the Indian market.

< While FIl flows ebbed after FY15, DIl flows accelerated < MFs: Within DIl flows, MF flows significantly picked up in the last
meaningfully, especially MF inflows. eight years. MFs have invested USD83b in the Indian equity market.

Fll investments in Indian equities stand at USD191b YTD, with outflows in only five years
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http://institution.motilaloswal.com/emailer/Research/STRATEGY-FLOWS-20220824-MOSL-SU-PG014.pdf

India Strategy: Cherry-picking the Nifty ‘chartbusters’ (link)

Consensus target prices point to a 13% upside for the Nifty
< Based on the consensus target prices for Nifty companies, there is potential for a 13% upside (2,192 points to 19,717).

< Private Banks (774 points), Oil and Gas (291 points), NBFCs (243 points), Technology (151 points), PSU Banks (105 points), Telecom (103 points),
and Consumer (97 points) are likely to contribute the most to the upside in the Nifty.

% Stocks with the highest target upsides are UPL (36%), ONGC (32%), HDFC Life Insurance (28%), Axis Bank (25%), and Bharti Airtel (25%).

Nifty target based on consensus Sector-wise contributors to index target
19,71 Contribution of target points
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http://institution.motilaloswal.com/emailer/Research/STRATEGY-NIFTY_CONSENSUS-20220810-MOFSL-SU-PG012.pdf

ICICI Bank — AR update: Strengthening its leadership with a best-in-class performance (link)

The focus is on granular Retail deposits; maintains a robust liability profile

% The management sees a strong growth in Retail deposits and has successfully maintained a robust liability franchise over the past
few years. Total deposits/CASA clocked ~17%/~16% CAGR over FY17-22. CASA ratio marginally declined to 48.7% in FY22 from 50.4%
in FY17. In FY22, growth in CASA deposits (up 20.1% YoY) exceeded overall growth in deposits (up 14.2%) and Term deposits grew
9%.

Total deposit clocks ~17% CAGR over FY17-22; expect a similar CASA ratio improves to 48.7% in FY22; CAGR in Term deposits up 350bp
momentum to continue v/s CASA growth
Total deposits (INRt) ~ —O=—Growth (YoY, %) CA =SA = Term deposits
21%
189
16% % 16% 17% 9
14% 14% ° 48% 50% 55% 54% 51%
36% 35% 32% 32% 34%
7.7 9.3 106 °
— a5 | S 16% 15% 13% 15% 15%
FY18 FY19 FY20 FY21 FY22 FY23E FY24E FY18 FY19 FY20 FY21 FY22

Growth in Term deposits significantly lower in FY22 as against its

historical trend Strong CASA reflects ICICIBC’s competitive advantage over its peers

CASA growth (%) TD growth (%) Deposits growth (%) 60.4 60.7 FY21 = FY22
48.7 48.2
24.1 G — 41.7 42.7 43.0 42.0
21.0 20.1
17.5 16.4 18.1
14.5 ’ 14.2
11.7
7.4
114 21.4 28.6 18.4 9.0
FY18 FY19 FY20 FY21 FY22 KMB ICICIBC HDFCB 11B AXISB
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http://ftp.motilaloswal.com/emailer/Research/ICICIBC-20220817-MOSL-CU-PG028.pdf

Valuations: Key observations

CHART BOOK | September 2022 20 MoTiLAL OSWAL



Market capitalization-to-GDP ratio declines from its FY22 highs, but above the 100% level

% India’s market capitalization-to-GDP ratio has been volatile, at 56% (of FY20 GDP) in Mar’20 from 80% in FY19, and sharply
bouncing back to 112% in FY22.

% The ratio now stands at 107% (of FY23E GDP), above its long-term average of ~81%.
Market capitalization-to-GDP ratio (%)

Nominal GDP in FY22/FY23E: -
GFC: Peak of 149% in Dec’07 19.5%/11%

Average of 81% for the period Lowest since 104 107

103 the GFC

FYO06
FY07
FYO8
FY18
FY19
FY20
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t a 14% premium to its LPA

ISa

Nifty’s trailing P/E i

The 12-month trailing P/E for the Nifty stood at 22.8x, 14% higher than its LPA.
At 3.4x, the 12-month trailing P/B stood 16% above its historical average of 2.9x.

Valuations
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Valuations: Nifty 12-month forward P/E is at a 6% premium to its LPA

% Nifty 12-month forward P/E, at 19.6x, is at a 6% premium to its LPA of 18.5x.
% At 3x, the 12-month forward P/B stood at a 15% premium to the Nifty’s historical average of 2.7x.

12-month forward Nifty P/E (x)

30
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Long-term average: 18.5x
10
N~ 0] (o)) o o — o (49} o < wn (\e] N~ N~ 0 ()] o — — o~
o o o = = Ly o = = = o o b < = = I N I N
[e1Y] c = = + oo > = O + = > Q0 > Q. [ = = > oo
© 8} © O > oy
z = s & o) 2 s s a o = S 52 2 A = < & e 2

12-month forward Nifty P/B (x)

4.4
Long-term average: 2.7x
3.6
2.8
2.0
1.2
~ e} (o)) o o — (o'} o o < N (Vo] N~ N~ (o0} (o)) o — — N
o o oS = = = o = by = o o o o = o I N I N
oo c = c = oo > = O = = > fo] > o = = c > oo
© |8} © O > S
2 = 3 ] o 2 S s a o = 2 2 2 ) 3 < L z =

CHART BOOK | September 2022 23

MoTiLAL OSWAL



Sectoral valuations: Private Banks trade at a premium; IT 30% off from its Dec’21 peak

Private Banks trade at a 10% premium to its LPA

—P/B(x)

Avg (x)

Max (x)

Aug-07
Feb-09
Aug-10
Feb-12
Aug-13
Aug-16
Feb-18
Aug-19
Feb-21
Aug-22

Valuations for the IT sector is 30% off from its Dec’21 peak after the recent correction

e P /E (X) Avg (x) Max (x) Min (x)
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Sectoral valuations: Metals/O&G trade at a 9%/3% discount to their LPA

Metals: Valuations at 9% discount to its LPA after the recent easing of commodity prices

- = P/B (x) Avg (x)

Max (x)

Min (x) ----41SD  ----- 1SD

O&G: Valuations near to its LPA

3.7 — PRk

Avg (x)

Max (x) Min (x) —==.41SD = =-.- 1SD
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Sectoral valuations: Autos bounce back after a weak period

Auto valuation is at a 25% premium to its LPA. The sector has been among the top performers YTD
P/B (x) Avg (x)
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Consumer sector P/E is 8% off from its Sep’21 peak
P/E (x) Avg (x) Max (x) Min (x) -——--+1SD ----- 1SD
60.0
48.0
36.0
24.0
12.0 —
~ (o)) o (o] (a0} LN (Vo] 0 D — o~
o o i i — - - - - (V] o
0 ey o0 e} oo e oo ey oo o oo
> (5} =] (5] =] Q =} [3} =} ) =}
< w < w < w < w < w <
CHART BOOK | September 2022 26

MoTiLAL OSWAL



Top ideas

EPS
CAGR (%)
FY24E FY23E FY24E FY23E FY24E FY23E FY24E

M-cap CMP EPS (INR)

ROE (%)
(USD b)

Preferred largecap stocks

Reliance Ind. 204.2 2,560 -10 86.4 117.1 1193 17.5 296 219 215 21 1.9 1.8 7.9 9.7 9.1
Infosys 84.3 1,464 -25 52.4 57.5 67.6 13.6 279 255 217 8.2 7.8 7.5 29.2 314 354
Hind. Unilever 77.1 2,606 -9 37.7 414 47.9 12.8 69.2 629 544 126 129 133 184 203 242
ICICI Bank 76.6 874 -2 33.7 42.7 52.1 24.4 26.0 205 16.8 3.6 3.1 2.6 15.0 164 171
State Bank of India 59.9 533 -3 39.6 50.6 67.3 30.3 13,5 10.5 7.9 1.6 1.4 1.2 13.0 147 170
Bharti Airtel 54.4 735 -7 5.6 12.2 18.2 80.4 1315 605 404 6.2 4.6 4.1 5.0 8.7 10.8
ITC 49.0 318 -1 12.2 145 16.4 15.8 260 219 194 6.4 6.1 5.6 25.0 284 30.2
Maruti Suzuki 343 9,028 -2 128.4 230.7 382.8 72.6 703 39.1 236 5.0 4.6 4.1 7.0 116 17.1
Titan Company 29.3 2,623 -5 26.2 34.6 41.9 26.4 1000 758 626 250 211 173 277 30.2 305
UltraTech Cement 24.0 6,625 -20 196.3 178.4 2233 6.7 33.7 371 297 3.8 3.5 3.2 12.0 9.8 11.3
Hindalco Ind. 11.9 422 -34 61.3 49.7 53.8 -6.3 6.9 8.5 7.8 1.7 1.5 1.3 280 188 175
Apollo Hospitals 7.5 4,279 -28 68.1 62.1 88.9 143 629 69.0 48.2 10.5 9.0 7.6 19.1 146 17.7
Preferred midcap/smallcap stocks

Macrotech Developers 6.6 1,084 -30 25.0 29.8 45.2 34.6 43.4 36.4 24.0 4.3 3.9 3.4 14.4 11.2 15.1
Ashok Leyland 6.0 163 0 0.1 31 7.2 728.0 11,5416 522 225 6.5 6.2 5.2 0.4 12.2 252
Jubilant FoodWorks 5.1 618 -32 6.6 7.9 10.1 23.6 936 783 613 210 19.7 16.7 224 252 273
Clean Science 24 1,767 -35 21.5 30.6 415 38.9 821 577 426 244 180 132 349 359 358
M&M Financial 1.6 207 -3 8.0 11.8 131 27.6 258 176 15.8 1.7 1.6 1.5 6.6 9.3 9.7
Angel One 14 1,316 -35 75.4 86.7 97.9 13.9 174 152 134 6.9 5.3 4.2 46.0 395 35.0
VRL Logistics 0.7 616 -14 18.1 24.0 28.4 25.1 340 257 217 8.3 6.7 5.4 256 289 276
Lemon Tree Hotel 0.7 71 -10 -1.0 1.1 1.6 LP NA 67.9 437 6.7 6.1 5.4 -8.7 9.4 131

Note: Stock prices as of 015t Sep’22; LP: Loss to profit
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http://institution.motilaloswal.com/emailer/Research/STRATEGY-EMP_COST-20220704-MOSL-SU-PG010.pdf
http://ftp.motilaloswal.com/emailer/Research/BULLS%20BEARS%20-%20India%20Valuations%20Handbook-20220804-MOSL-PG048.pdf
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http://ftp.motilaloswal.com/emailer/Research/STRATEGY-VOICES-20220922-MOSL-VO-PG208.pdf
http://institution.motilaloswal.com/emailer/Research/STRATEGY-FLOWS-20220824-MOSL-SU-PG014.pdf
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