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EQUITY OUTLOOK

Keep Calm and Stay Invested

The Nifty corrected 3.7% in September 2022 after a strong 19% rally between 19-Jun 2022 and 15-Sep 2022. The sell-
off was largely triggered by global factors like continuing tightening by the Fed and instability brought on by Britain’s
mini-budget. We believe this noise could continue for 1-2 quarters, but the Indian market should remain strong beyond
that. The tailwinds from strong domestic macro, resilient earnings and continued financial stability underpins our
optimism. In the short term, however, we see the markets responding to some key events and trends — we list some of

these in our blog this month.

Equity Markets in September 2022

Performance (%)

Sep-22 iM 3M 6M 1Y
Major Indian indices
Sensex 57,427 -3.50% 8.30% -1.90% -2.90%
Nifty 17,094 -3.70% 8.30% -2.10% -3.00%
CNX-100 17,439 -3.70% 9.50% -1.30% -2.30%
CNX-500 14,829 -3.20% 10.80% -0.40% -1.50%
Mid-cap and Small-cap Indices
BSE Midcap 24,854 -2.20% 14.50% 3.10% -1.60%
BSE Smallcap 28,453 -0.70% 14.80% 0.80% 1.30%
CNX Midcap 30,668 -2.60% 15.90% 3.30% 0.90%
CNX Smallcap 9,442 -1.90% 11.80% -9.50% -13.30%

Source: NSE, BSE

Global Markets

September 2022 month was dominated by global events.
The US Fed announced a 75bps hike on 21-Sep 2022, with
commentary that indicated continued tightening. This has
raised the risk of a US recession and the markets turned
understandably nervous. The mini-budget from the UK,
effectively widening the fiscal deficit, sent stocks, bonds
and currency into a tailspin — this was subsequently rolled
back on 3-Oct 2022. The energy crisis in Europe shows no
sign of resolution, forcing governments to provide fiscal
support to beleaguered consumers as winter approaches.
We believe that Indian equities have absorbed a large part
of the global shock already — going forward, these may
drive some short-term volatility but are unlikely to break
the trajectory of the market.

Sharp hikes by Fed
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Performance (%)

Sep-22 iM 3M 6M 1Y

NSE sector indices |

CNX Bank 38,632 -2.30% 15.60% 6.20% 3.20%
CNX Auto 12,699 -3.90% 8.50% 20.30% 19.80%
CNX Realty 424 -8.50% 10.00% -8.50% -17.50%
CNX Infrastructure 4,958 -3.30% 7.30% -1.20% -1.30%
CNX Energy 25,581 -9.00% 1.90% -0.90% 11.90%
CNX FMCG 44,406 1.30% 17.90% 22.40% 9.80%
CNX Pharma 12,972 2.10% 6.70% -4.50% -10.30%
CNXIT 26,981 -5.00% -3.10% -25.70%  -23.00%

Source: NSE, BSE

Mini-budget crashes the GBP
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Source: Bloomberg, Ambit Capital Research, Alchemy Capital

We draw comfort from India’s resilience to the headwinds
so far, but an extreme event puts that at risk. The worries
around the state of some European banks are one such
example, but we note that these are unsubstantiated
rumours up until now.

Domestic Financial Markets

The Indian currency and money markets encountered their
fair share of volatility too. The RBI raised rates by 50bps on
30-Sep 2022, though their tone seemed more benign for
future hikes. The currency felt the impact of the global
dollar rally and fell by 2.3% during the month. We do not
see these impacting the medium-term outlook for equities.
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Despite the 190bps rise in the repo rate from the bottom,
rates are still at the mid-point of the long-term range and
unlikely to affect domestic demand or corporate balance
sheets. The rupee weakness is also not alarming — it is
outperforming other currencies, the current account
deficit is lower than historic highs and the worst of the
capital account pressure is probably done. Follow the links
for more detailed discussions on the impact of interest
rates and the currency on Indian equities in our previous
blogs.

India rupee compared to other currencies YTD

(Jan 2022 to Sep 2022)
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Source: Bloomberg, Ambit Capital Research, Alchemy Capital

Aggregate Demand Trends

We see resilient demand as a key reason for being positive
about the markets. The ongoing festival season should test
that assumption, and we are closely watching the trends.
The initial anecdotal feedback has been positive, with
reports indicating a strong response to the initial sales by
online shopping portals. Some hard data like credit card
spend is supporting the thesis of strong demand.

www.alchemycapital.com

The next few weeks will reveal more and set the tone for
the demand scenario over 2HFY23. The only weak spot
could be mass segment demand, where consumers seem
to be still suffering from the effects of high inflation,
despite the recovery in employment levels.

Growth in GST, credit card spends, retail loan
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Source: GST Council, RBI, NPCl, Ambit Capital Research, Alchemy Capital

Note: 1) Retail loans/Mortgage/Auto/PL numbers are as
of Aug’22. 2) GST data as on end of Sep’22 *Credit
spends/UPI merchant data till Apr'’22-Sep’22. Sep'22 are
Ambit estimates based on partial data given by the RBI |
** incl. other PL, loan against gold/jewellery, loan against
securities, loan against FD and consumer durables etc.

2Q Earnings Season

We enter the 2Q earnings season and we are following
some key trends as an indicator of the earnings trajectory
for FY23/FY24.

- Top-line growth, of course, will be the key factor.
For consumer companies, we expect strong growth
but we shall be following the numbers for industrials
as well. Management commentary around the
festival season demand and the outlook for 2HFY23
would be critical.

- The impact of the weakness in global commodities is
important. The benefit may not be visible
immediately in 2QFY23, as existing inventory could
be written down. Management commentary would
be crucial, on whether the companies enjoy the
margin relief or choose to pass it back on to the
consumers.



https://www.alchemycapital.com/
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- Mainstream IT companies have underperformed
calendar year 2022, due to high initial valuations
and demand uncertainty as recession looms in the
US. Commentary around their resilience would be
keenly followed, and any positive surprises could see
some relief for the sector. We aren’t holding our
breaths though — we would rather wait for concrete
evidence of the demand outlook than jump in too
early.

- Asset quality trends from banks are critical to the
broader markets, too. The risk-off strategies post-
pandemic, combined with conservative provisioning,
are leading to a very benign FY23. The sustainability
of the trend is key to supporting this sector after the
sharp rally in CY23. We are positive on medium-term
NPL trends but remain watchful for any risks.

The earnings outlook for the market has stayed resilient
and the Nifty EPS has held up well after some cuts in early
2QFY23. We see this continuing and, if demand holds up,
the possibility of further upgrades to FY24 consensus.

Sustained growth in Nifty EPS

54% 47%
48%
42%
36%
30%
24%
18% -
12%
6%
0%
-6%
-12%

S ;N O N 0 O O H N m S
— — — — — — o~ [o\] o~ [\) [oN} o~
P U
@© © % © © @ © © [ © © [
=z =z 2 =2 =2 =2 =2 =2 =2 =2 =2 =2

Source: Bloomberg, Ambit Capital Research, Alchemy Capital

Seshadri Sen
Head of Research
Alchemy Capital Management Pvt. Ltd.
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Small cuts in Nifty EPS
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Source: Bloomberg, Ambit Capital Research, Alchemy Capital

Stay Invested

We would urge investors to avoid timing the market and
stay invested to the extent of their strategic allocation to
equities. Staggered inflows of lumpsum amounts do help
de-risk, but should not be extended by more than 1-2
quarters, in our view. We continue to minimise cash and
try to deploy fresh inflows generally within a month, to
balance the needs for taking advantage of the volatility and
not being exposed to cash drag.

Source: Alchemy Capital
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MARKET INSIGHTS

Alchemy’s view on Market trends, analysis, and way forward; with additional inputs from industry experts about
the different aspects to superlative asset management.

1. Market Views: Market Views - Sep 2022 - YouTube

2. Interviews:

. Mr. Hiren Ved in an interaction with Business Today: Watch the video

. Mr. Hiren Ved in an interaction with ET Now: Watch the video

. Mr. Hiren Ved in an interaction with CNBC Awaaz: Watch the video

. Mr. Hiren Ved in an interaction with CNBC-TV18: Watch the video

. Mr. Hiren Ved in an interaction with ET Now Swadesh: Watch the video
. Mr. Alok Agarwal in an interaction with Moneycontrol: Read the Article

Note: Hyperlinks to other websites made available here are to be accessed at the sole risk of the user; the content, accuracy, opinions expressed, and
other links provided by these resources are not investigated, verified, monitored, or endorsed by Alchemy.

www.alchemycapital.com



https://www.youtube.com/watch?v=X-JelDJNXNw&t=86s
https://www.youtube.com/watch?v=QB697Csj6yg
https://www.youtube.com/watch?v=5E_xIBFoHUg
https://www.youtube.com/watch?v=Z2Oh0Bpy0Ho
https://www.youtube.com/watch?v=D1MueonnOog
https://www.youtube.com/watch?v=GbzBCoi4w3I
https://www.moneycontrol.com/news/business/markets/daily-voice-alok-agarwal-of-alchemy-capital-sees-scope-for-earning-upgrades-in-2hfy23-9185951.html
http://www.alchemycapital.com/
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DISCLAIMER

General Risk factors:

e All products / investment approach attract various kinds of risks. Please read the relevant Disclosure
Document/ Client Agreement/ Offer Documents (includes Private Placement Memorandum and Contribution
Agreement) carefully before investing.

General Disclaimers:

* The information and opinions contained in this report/ presentation have been obtained from sources
believed to be reliable, but no representation or warranty, express or implied, is made that such information
is accurate or complete.

* Information and opinions contained in the report/ presentation are disseminated for the information of
authorized recipients only and are not to be relied upon as advisory or authoritative or taken in substitution
for the exercise of due diligence and judgement by any recipient.

* The information and opinions are not, and should not be construed as, an offer or solicitation to buy or sell
any securities or make any investments.

* Nothing contained herein, including past performance, shall constitute any representation or warranty as to
future performance.

e The client is solely responsible for consulting his/her/its own independent advisors as to the legal, tax,
accounting and related matters concerning investments and nothing in this document or in any
communication shall constitutes such advice.

* The client is expected to understand the risk factors associated with investment & act on the information
solely on his/her/its own risk. As a condition for providing this information, the client agrees that Alchemy
Capital Management Pvt. Ltd., its Group or affiliates makes no representation and shall have no liability in
any way arising to them or any other entity for any loss or damage, direct or indirect, arising from the use of
this information.

* This document and its contents are proprietary information of Alchemy Capital Management Pvt. Ltd and
may not be reproduced or otherwise disseminated in whole or in part without the written consent.

* The information and opinions contained in this document may contain “forward-looking statements”, which
can be identified by the use of forward-looking terminology such as “may”, “will”, “seek”, “should”, “expect”,
“anticipate”, “project”, “estimate”, “intend”, “continue” or “believe” or the negatives thereof or other
variations thereon or comparable terminology. Due to various risks and uncertainties, including those set
forth under the Disclosure Document/Offer Documents, actual events or results or the actual performance

may differ materially from those reflected or contemplated in such forward-looking statements.

Regulatory Disclosures:

e All clients have an option to invest in the above products / investment approach directly, without
intermediation of persons engaged in distribution services.

* This document, its contents, especially the Performance related information, is not verified by SEBI or any
regulator.

Alchemy Capital Management Pvt. Ltd.

B-4, Amerchand Mansion, 16 Madame Cama Road, Mumbai 400 001 | Ph: +91-22-66171700
Email: contactus@alchemycapital.com | Website: www.alchemycapital.com

CIN: U67120MH1999PTC119811 | SEBI Regn No.: INPOO0O000365




