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Structural Changes Helping the Indian Economy

Continuing our discussion on Bhagwat Gita we move on to Chapter 3 — In the previous chapters Krishna had
taught Arjuna that one should be centred or maintain equanimity in pleasant and unpleasant situations. But
Arjuna had not internalised and assimilated the teachings yet, he was yet not convinced why he should fight
the war.

Thus, Shri Krishna goes on to explain that it is the tendency of nature or “prakriti” to act continuously. Now
let’s shift our attention to the human body. It too, is constructed by nature, wouldn’t it also follow the
tendency of nature towards continuous action? Even if we somehow manage to physically sit still, our minds
will be racing with thoughts. And even the act of thinking is an action. So, what’s the conclusion? We have to
find a way to eliminate vasanaas (attachments/hopes) while we are performing actions. That technique is
Karma Yoga.

Having covered the topic of why one should perform action, Shri Krishna then speaks about what kind of
action should be performed. He urges Arjuna to only perform “niyatam” or prescribed actions, we can
interpret this as one’s duties but without any trace of attachment to the action or to the fruit.

Shri Krishna also assured Arjuna that it was perfectly possible to attain the ultimate goal of realisation yet be
working in this world.

The beauty of the Gita’s teaching is that it takes care of every person. There is no fixed rigid path — each one
arrives at their path through self-analysis. It is like a kitchen where each spice is unique but has a distinct role
to play in making a meal.

Leading to our discussion of the markets , where we did address the point on valuations in our August 2023
Newletter and analysed the 1QFY24 earnings in our September 2023 Newsletter . In this month’s edition we
also see how India Has strengthened on some of the structural factors which makes us believe that For India
all seems to be falling in place

Performance (%)

Sep-23 M 3Mm 6M 1Y

Major Indian Indices

Sensex 65,508 1.0% 1.2% 11.0% 14.1%
Nifty 19,638 2.0% 2.3% 13.1% 14.9%
CNX-100 19,577 1.9% 2.5% 13.9% 12.3%
CNX-500 17,293 2.2% 5.3% 18.8% 16.6%
Mid-cap and Small-cap Indices

BSE Midcap 31,924 2.3% 10.9% 32.7% 28.4%
BSE Smallcap 37,348 0.5% 14.6% 38.5% 31.3%
CNX Midcap 40,537 3.6% 13.4% 35.0% 32.2%
CNX Smallcap 12,749 4.1% 17.6% 41.7% 35.0%

Source: NSE, BSE
Note: Data as of Sep 30, 2023
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Performance (%)

NSE Sector Indices Sep-23 M 3M 6M 1y

CNX Bank 43,989 1.4% -0.4% 9.8% 15.4%
CNX Auto 15,670 3.3% 6.8% 32.2% 27.4%
CNX Realty 558 3.1% 10.7% 48.6% 35.8%
CNX Infrastructure 5,947 5.0% 8.8% 22.6% 25.9%
CNX Energy 25,723 6.2% 10.6% 19.8% 6.8%
CNX FMCG 51,093 1.0% -1.1% 12.4% 16.2%
CNX Pharma 15,096 2.2% 12.0% 28.3% 18.9%
CNX IT 31,165 2.0% 7.5% 10.8% 17.8%

Source: NSE, BSE
Note: Data as of Sep 30, 2023

Here are Some Structural Changes Helping the Indian Economy

Respect for the Girl Child

According to the National Family Health Survey (NFHS) conducted in 2019-21, the sex ratio of the total
population (females per 1000 males) has improved to almost 1020 vs 991 in NFHS conducted in 2015-16.
According to the United Nations Population Fund, India had one of the lowest sex ratios in the world back in
2015. The improvement in the sex ratio at birth in India is a positive development that is a result of the
various government initiatives and laws aimed at addressing the issue. However, there is still much work to
be done to ensure gender equality and eradicate discrimination against girls and women. In conclusion, the
sex ratio at birth (for children born in the last 5 years) in India has begun to normalize.

What this means is that India clearly is going through a social transformation, there is a dramatic decline in
female foeticide and more women are going to school, more females are using the internet on their
smartphones, and we will have a stronger female base adding to the incremental world working population
from India and more domestic consumption.
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Indicators

Population and Household Profile

Urban

NFHS-5

(2019-21)

Rural

Total

1. Female population age 6 years and above who ever attended school (%) 82.5 66.8 71.8 68.8
2. Population below age 15 years (%) 23.1 28.1 265 28.6
3. Sex ratio of the total population (females per 1, 000 males) 985 1037 1020 991
4., Sex ratio al birth for children born in the last five years (females per 1,000 males) 924 931 929 919
5. Children under age 5 years whose birth was registered with the civil authority (%) 933 875 89.1 79.7
6. Deaths in the last 3 years registered with the civil authority (%) 83.2 65.8 70.8 NA
7. Population living in households with electricity (%) 99.1 95.7 96.8 88.0
8. Population living in households with an improved drinking-water source (%) 98.7 946 959 94.4
9. Population living in households that use an improved sanitation facility (%) 81.5 649 702 48.5
10. Households using clean fuel for cooking (%) 89.7 432 586 43.8
11. Households using iodized salt (%) 96.9 93.0 943 93.1
12. Households with any usual member covered under a health insurance/financing 181 422 410 98,7
scheme (%)

éz) Children age 5 years who attended pre-primary school during the school year 2019-20 181 120 136 NA
14. Women who are literate (%) 83.0 65.9 71.5 NA
15. Men who are literate (%) 89.6 81.5 84.4 NA
16. Women with 10 or more years of schooling (%) 56.3 33.7 410 35.7
17. Men with 10 or more years of schooling (%) 62.1 437  50.2 47.1
18. Women who have ever used the internet (%) 51.8 24.6 333 NA
19. Men who have ever used the internet (%) 72.5 48.7 57.1 NA
Marriage and Fertility

20. Women age 20-24 years married before age 18 years (%) 14.7 27.0 233 26.8
21. Men age 25-29 years married before age 21 years (%) 11.3 21.1 17.7 20.3
22. Total fertility rate (children per woman) 1.6 2.1 2.0 2.2

23. Women age 15-19 years who were already mothers or pregnant at the time of the 318 79 6.8 79
survey (%)

24. Adolescent fertility rate for women age 15-19 years 27 49 43 51

Infant and Child Mortality Rate (per 1,000 live births)

25. Neonatal mortality rate (NNMR) 18.0 27.5 249 29.5
26. Infant mortality rate (IMR) 26.6 384 352 40.7
27. Under-five morality rate (USMR) 315 457 419 49.7

NFHS-4
(2015-16)
Total

Source: mohfw.qgov.in

Direct Benefit Transfers

The DBT (Direct Benefit Transfer) Scheme that was launched in 2014 has already transferred almost ~USD 400 bn
(INR 32,29,162 Cr) Source: dbtbharat.gov.in so far with the help of Aadhar Linked Bank accounts it was made

foolproof that the benefits going to the poor shall in-fact go to them and not to some middlemen.

www.alchemycapital.com
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Internet Connectivity

About 2.5 lakh villages have been connected with Fibre Optic Links and nearly 1.2 mobile sets are there in
India and about 800 million are using the internet, with India having one of the lowest Internet rates in the
world.

Average Revenue Per User (ARPU)/Data rates (S/GB)

us 3.83
EU 2.75
Brazil 1.32
China 0.65
Russia 0.56
India 0.14

Source: TRAI, Bernstein Research, Alchemy Capital

This should aid rapid digitalisation.
Digitalisation

Through a series of nimble innovations, NPCI — (National Payments Corporation of India) has digitised and
revolutionised the Indian payments space. Being a non-profit organisation, NPCl is likely to invest all the
profits (profit margins close to 45%) to build more products and add more features.

NPCl’s most successful product platform remains UPI, which is expected to surpass Mastercard's daily
transaction volume of 440 million. Visa, amongst the world's largest card network, processes an average of
750 million transactions per day. Source: moneycontrol.com

It has also created an ecosystem for fintech players to offer products on top of the platform and created
multi-billion-dollar private enterprises/startups.

NPCI: India Tech's Crown Jewel

UPI 10 billion Rs 15 lakh crore
transactions worth of transactions
IMPS 490 m|IAI|on Rs 5 lakh crore
transactions worth of transactions
BBPS 110 million Rs 20,000 crore
transactions worth of bill payments
FASTag 7.5 'crore Rs 5,000 crore
tags issued*® worth of toll payments

Source: NPCl, Note: The transaction value and volume figures are for a month | *Data as of end of August 2023

Some of these factors are leading to improving per capita GDP in India aiding premiumisation.

www.alchemycapital.com
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GST Collections are Improving.

With increasing digitalisation, GST collections are also improving in India. For example, for FY24 the government
has collected GST of INR 9.9 tn in 1HFY24 (vs. INR8.9 tn in 1HFY23). It means that GST collections have averaged
INR 1.63 tn per month in 1HFY24, compared to the budgeted estimate of INR 1.59 tn per month. With this run
rate, there could be an excess collection of about INR 700 bn in FY24, unless we see a slowdown in 4QFY24.

GST collections grew 10.2% YoY to INR 1.63 tn in Sept’23
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GST collections stood at INR 9.9 tnin 1HFY24 vs, INR 8.9 tn in 1HFY23
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B GST collections (INR tn)

Source: Budget documents, MOFSL
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GDP growth trend comparison - India vs Other Emerging and Developing Economies, India Seems way ahead of
most other economies.

Real GDP (Year-on-Year change in %)

2018 2019 2020 2021 2022 2023E  2024P  2025P  2026P 2027P  2028P

India 6.5 39 -5.8 9.1 7.2 6.1 6.3 6.2 6.1 6.0 6.0
China 6.8 6.0 2.2 8.4 3.0 52 4.5 4.1 4.0 36 34
Indonesia 52 50 -2.1 3.7 53 50 50 5.0 50 50 5.0
Saudi Arabia 2.8 0.8 -4.3 39 8.7 1.9 2.8 3.0 3.0 3.0 3.0
Brazil 1.8 1.2 -3.3 5.0 2.9 2.1 1.2 1.9 2.0 2.0 2.0

Source: IMF, World Economic Outlook Database (July 2023 and April 2023) Note: E- Estimated, P-Projections

Gross Fixed Capital Formation ("GFCF"), which is a measure of the net increase in physical assets, witnessed an
improvement in Fiscal 2022. As a proportion of GDP, it is estimated to be at 32.7%, which is the second highest
level in seven years (since Fiscal 2015). In Fiscal 2023, the ratio of investment (GFCF) to GDP inched up to its
highest in the last decade at 34% as per the advanced estimate released by the Ministry of Statistics and
Programme Implementation ("MOSPI").

Gross Fixed Capital Formation (GFCF) as % of GDP (At constant prices)

34.0

FY16 FY17 FY18 FY19 FY20 (3RE) FY21 (2RE) FY22 (1RE) FY23 (PE)

Source: MOSPI, Note: PE - Provisional Estimates, RE - Revised Estimate, AE - Advanced Estimate

www.alchemycapital.com
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Manufacturing as a Share of GDP, China, India 2017-2027E

China is expected to stay around 25% while India is expected to improve to 25% from ~18% currently (2022)
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Source: Jyoti CNC DRHP filing with SEBI dated September 05, 2023, F - Future Estimates

The share of manufacturing is poised to grow driven by production linked incentive schemes across 14+ sectors
including pharmaceuticals, textiles, medical devices, auto components, and white goods (electronic items such
as refrigerators and television) among others.

Exports

Between the liberalisation of 1991 and 2022, India's total exports rose at a CAGR of 11.8%, while services
exports rose at a CAGR of 14.2%. At the same time, while the merchandise trade deficit has gone from USD 5.5
bnin 1991 to almost USD 272 bn in 2022, the services sector has seen a trade surplus, from a meagre USD 1 bn
in 1991 to USD 128 bn as of 2022. Hence, it is no surprise that the share of services in India's total exports has
been constantly increasing since 1991 making up almost half of India's total basket.

Export of Goods and Services (USD billion), China and India
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Source: World Bank, Bernstein Analysis
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Share of services in India’s total exports since liberalization

50% -
45% -

40% -
0% 36% 36% 359, 36% 36%
34%

35% - 33% 390 32%,

31%
30% -

0, ,
25% 19
20% 1995 19%

20% 18% 18%

39
., 38% 38% 38%
0

15% T T T T T T T T T T T T T T T T T T T T T T T T T T

2010
2011
2012
2013
2014
2015
2016
2017

2018

2019
2020

2021

2022
2023 TD*

Source: RBI, MOSPI, Bernstein Analysis | Note: *Data as of September 29, 2023

Given that India is expected to add 22% of the world's working-age population by 2031 (based on Morgan

Stanley estimates as below), we think the services share can only continue to move up.

Working Age Additions to Working Age Population,
Population as of 2021 people mn (2021-2031E)

World 5130

ROW 798
India 940
LATAM 443
Indonesia 188
Rest of AXJ 206
uS 215
Japan 74 [ |
Europe 482 I
China 1011 I

-80 -30 20 70 120

|
Africa 774 |

|

|

I

.

n

1

170

Source: CEIC, Morgan Stanley Research estimates
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We conclude here with our thoughts that FOR INDIA ALL SEEMS TO BE FALLING IN PLACE

Getting back to our Bhagavat Gita discussion another point in Chapter 3 is that Karma Yoga should not be restricted
to only a few aspects of life. The Karma Yoga mindset should eventually become second nature, in other words, it
should be embedded in each and every action that we perform, from writing an email to eating our meals, we
should remember to derive joy from the action itself rather than from the result. Only then will we begin to drop
attachment to the action and the result. The best example here would be our mothers who always cook what her
family members like and put her preferences on a lower priority and do the action only out of love expecting

nothing in return.

Shri Krishna concludes the chapter on Karma Yoga with a profound message: strengthen oneself by oneself.

Himani Shah, CFA Source: Alchemy Capital
SVP - Investments & Research

Alchemy Capital Management Pvt. Ltd.

www.alchemycapital.com
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Alchemy Capital’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 2023 - YouTube

2. Interviews:

. Hiren Ved in an interaction with CNBC-TV18: Watch the video
. Alok Agarwal in an interaction with ET Markets: Read the article
. 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
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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.

e 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 | Website: www.alchemycapital.com | Email: contactus@alchemycapital.com
CIN: U67120MH1999PTC119811 | SEBI Regn No.: INPOOO000365
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