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MULTCACT GDP Growth Indicators

GDP Latest Last 3 period  Latest SD Band Zone

component Growth Indicator Change Yo SD Band Zor trend observation
Bank Retail loans in INR 17.3% Zone 4 Positive Now17 Standard Deviation Band Zone.
Consumption of Petro products tannes 5.1% Zone 5 Positive Sepl7 Zone 1 being the Best

Private Final Domestic Scooter salemits 52.1% - Positive Decl7 Zone 10 being the Worst.

ConsumptionDomestic Motorcyclesales 40.3% Neutral Decl7
Domestic car sales 5.2% Zone 6 Neutral Decl7 )
Hindustan Unilever volume growth 4.0% Zone 6 Positive Sepl7 Last 3PeriodTrend

Government Revenue and nodebt capital receipts of 13% e - Now.17 1. RQSltheAH Qf last 3 months data is

Spending government positive (growing 96-Y).
Domestic CV sales volume 52.6% - Positive Decl7 2. NegativeAll of last 3 months data is
Cement Production 20.4% Neutral Now17 :
Tractor sales 26.4% Zone 4 Neutral Decl7 negative (degrowth ¥o-Y).
_ _Electricity requirements MW 1.4% Zone 7 Positive Decl7 )

FI':X;(:ngsg:]talProjects completed/Total projects outstanding (rai  0.6% Zone 7 Positive Decl7 3. Neutrat Anything except (1) & {2
Commercial papers issuances 17.8% Zone 6 Neutral Now17
Industrial loans 1.0% Neutral Now17 Some data points have quarterly
Revenue earning rail freight (tonnes) 7.3% Positive Now17 frequency.
Consumption of finsihed steel 9.6% Zone 6 Neutral Now17
FDI Investment in USD -8.8% Neutral Oct17

Net Exports Non- Oil exports USD 28.4% Neutral Now17
Non-oil nongold and silver imports USD 22.6% Zone 4 Positive Now17
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MULZCACT Updates summary

X Fiscal situatiorrontinues to remain under pressuréhough tax collections have grown at healthy pace,ibistax revenuehat has not
kept pace as compared to lagkar for central governmenthis can be largely attributed to lower dividend income from state owned
companies, especially banks, that have been running losses.

X Inflation rise continues on the back of food inflation. Real interest rates have been declining.
X bSg LINRP2SOGa Fyyz2dzyOSYSyida KIFI@S KAUG A lhasalsosgeSadipd D2 SNY YSy (i Q2

X 1IP grew by 8.4%. Howevelpser looksuggests ~2.5% higher growth as a result of a small weight sector. We may see higher IIP growth c
next few months on account of low base from last year because of impact of demonetization and GST implementation.

X .yl ONBRAO INRPGOIK KlFa AYLINROYSR 2y (GKS ol Ol 2F a&{ SNIDposkBendw. &

X Trade deficit continues to remain high in absolute amount. Inyeoqport ratio continues to indicate near upper limit scena@iapital flows
have largely keptNRin the range of 63&4 levels vs. USD. Currein¢nd priceis ~INR 59 per USD.

X Nifty continues to quote towards higher end based on rolled over valuation ranges fet d&ensex Fair Value Analydhat incorporates
normalized scenario, suggests Sensex is slightly above its fair value. Sensex rang@@da80e24,20@ 40,800.

X Valuation in small and midcap continue to appear stretched based on median P/E. Overall sentiments continue to indickatg preva
optimism in many segments.
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Fiscal Deficit

Centre + State fiscal deficit as a % of GDP
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Fiscal deficit % o
budget

Apr-Nov 2017 112.0%
Apr-Nov2016 85.8%

Concerns over India missing its fiscal deficit target of
3.2% for FML8 rise.

Room for government to spend for the remaining
period declines significantly.

Early estimates suggests 26018 GDP growth at
6.5%, down from 7.1% during previous year.

This puts higher onus on government capital
spending to kick start economic recovery.

Fiscal situation, tax collections and quality of
government spending requires further monitoring.
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MURTEACT Tracking Government Spendin
Central nt di th YoY
o gover:g?_e N;‘;ﬁ;‘#”g JIOWETTE X Tax collections have slowed down slightly, largely
40.0% owing to lower GST collections during November.
U 29.3%

200%  13.1% 16.2% 12.6% X Corporate tax continue to grow at ~12%.

o, R B s

Revenue expenditure Capital expenditure Interest payment Net Tax Revenue

X Nontax revenue has seen a big decline during the
period and has been one of the major source of

-20.0%
deteriorating fiscal deficit.
-40.0%
-39.7% . .
60.0% X Nontax revenue is largely impacted because of lower
Mini . dividends by state owned companies, especially banks
inistry of Finance ; . . .
that are facing high NPA situation.
INR crores Nowv-17 Now-16 Growth
Gross 10,87,302]  9,33,280 16.5% X March quarter generally has higher tax collection.
Corporate tax 2,49,829 2,22,258 12.4%
Income tax 2,15,183 1,86,675 15.3%
CGST + IGST + Cess 2,54,675 -
EXCIS.e 1,65,167 2,13,584 18.3%
Service tax 79,129 1,46,839
Customs* 1,02,837 1,48,501 *Note: There appears to be some reclassification in Capital expenditure
Others 20,386 15,424 32.2% and revenue expenditure during @t onwards. Both have declined in
Assignment to states -3,85,286 -3,07,814 25.2% absolute terms.
* Some customs duty paid entitles tax credit under GST
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MULTCAET Inflation

India Consumer Inflation Dec 17 12.0% CP Food Inflation-Dec 2017
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SourcesFactsetMOSPIMoving average chart. Sourceseaindustry.nic.in, Factset

X Consumer and wholesale Inflation continues to inch up gradually.

X Food inflation has reverted back to average levels.
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MULTCACT Positive real interest rates

India risk free real interest rateDec 17 . ) )
oo X Real interest rates continue to decline.

5.0%

X Yields on government bonds continue to risg
AN} RdzI f f e D2ABSNYYSy(
inflation continues to remain an overhang.

0.0%

-5.0%

X Commentariesuggests that interest rates in India

-10.0% may have bottomed out.
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MUL7TACT C 't i t'
apiiarormation
New Capex as a % of GObec 17 New projects on the decline
70%
60%
50%
40%
30%
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10% I l-~—- Mew projects (private)
0% ~— Mew projects (government)
£858383853835885888 30923393955
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S O D SAOnHh SO0 SAQAnNHhsSAnNHhDsSAaOnHDhsSQOnHDsSA

Mar17
Jun-17
Sep-17
Dec17

Sources: RBI, CMIE )
SourcesCMIEMint

X New projects announcements continue to remain weak.

X Stalling of projects by private sector is at one of its highest lev&&ias a proportion of projects under implementation.

X/ FLI OAGe dziAf AT FGAR2YS 6F&aSR 2y w. LQ&a &adz2N®@wSeé 2 F17 yuarter aydopadcdtb O i
Mar-17 quarter.
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MUL7CACT Index of Industrial Production

IIP- General Index (100%) IP- Infra (12.3%)
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SourcesMOSPI (% in brackets are weights in the general inded”Nov

X 1IP showed strong trend during NdVv, growing by 8.4%. However, closer reading of piness notandicates that ~2.5% of 8.4% growth

was contributed by a small segment (Digestive Enzymes and Antacids!) that has 0.22% in the overall index. Thus, IIR lpgowth ca
construed as around 5:6.0%.

X 8 core sectors grew by 6.8% during Nlovto a 13 month high, led by cement and steel.

X Decl7 Nikkei Purchasing Managers Index index also jumpéd.ib One needs to account for low base as a resulehonetisation

X Considering low bases between BE& and Jun€l7, we may see higher growth [IP for next few months.
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. Overall Credit Growth
Bank credit growth YoY (D&@)
40.0% 100% 25.0%
90%
35.0%
80% 20.0%
30.0% A 70%
A a
25.0% w N 60% 15.0%
20.0% , I / 50%
15.0% / u 40% 10.0%
A 30%
10.0%
20% 5.0%
0,
5.0% 10%
$ $ $ S 5 5 9 3 0 9 o 9 o o o o o S oo o S99 322333383232933350 9
g 2 8 8 8 88 8 8 % 8 88 8% 8 ¢ 8 2 8 8 8 8 ¢ c 2 b L g ad L ad L ad s ad s ad L oa
A OO OO Qo Qo0 Qoo Q0o Qo0 aQaQaQaaQaaa 3S3A8LE33B8E3F38E3588SE388SE388E348
e Credit growth e Average +1 SD -1SD +2 SD -2 SD

mmmm Bank creditmmmmm Corporate Bond s Commercial Papers------ Total Credit growth

X Bank credit is withessing some revival in growth.

X This may be construed as good quality growth considering the fact that bank credit had declined significantly only -dfégyd3ec
demonetization. However, it is to be noted that if the trend continues, bank credit growth over next few months can dptigatiygher.

Sources: RBI, SEBI

1/22/2018
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MULPCACT Credit growthg Key sectors

Sector wise credigrowth X Growth visible in most sectors.

25.0% ) )
X Personal loans continue to sustain
healthy growth.
20.0% p ~_7 ~ N
=~ \L 7 \ i X Credit growth towards Services
15.0% A - - Iz ; industries continue to improve.
: \ \ N / A ‘ 1
AU - ~ 4 ) !
- . \ =\ - Jo 1 / : .
\ . N\~ 7 AN Al ; X Though improved, credit growth
10.0% \ AN '\ J A i :
N . PP LY \ ¢ ! towards Industry remains low.
"\-_ ¢ N g \\ "“\' ‘ /
~~~~\ ’, \~~\ ,__,l \’ -~ - ,I /
50% ‘\’I \N 2 Se=? ‘ '-_-l,‘ <
la
K0 i T A -
-5.0%
-10.0%
Jan-14 Jan-15 Jan-16 Jan-17
- = Agri and Allied ——Industry ----- Services Personal ———Priority ----
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MULTCACT CurrentAccount Deficit
Non-Oil Merchandise Import to Export 12 month rollinijov 17 Non-Oil Trade Deficit (USD mn)
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Sources: RBI, Commerce ministry

X Nonoil Exports as well Imports grew significantly during {4@vEngineering goods and Chemicals continued to grow at relativel

healthy pace.

X Trade deficit in absolute amount remains high at ~$ 8 bn.

Current Account Deficit had improved to 1.2% of GDP during quarter ended Bagtcompared to 2.4% of GDP duringIdn
quarter.
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Imports to Exports ratie 12 month rolling (No\L.7) X Higher exports has been holding the Imperts
Exports ratio towards average levels.
/w‘ L ‘v’m X Oil prices have been rising again as evident from
PN \,ﬁwc LYRAI Qa ONXzRS 0 |-@rhas and LIN
7@/\ \.N\/"'/ 27% Brent prices).
X LYRAIFIQa ONHzRS o6l aisSid O2
2 %83 8§ 33 8858833 I Y9I 995
5 8§ 5 3 8 3 3 8 3 3 E 3 3 E 3 3 E 3 &OE X Adverse trade deflc:lt_ can put a pressure on
Current Account Deficit and thus USD:INR.
= |mport/Export = Average +1 SD e=-1 SD +2 SD ==—=-2 SD
India Crude Basket
8838888833888 85583838383330333333823838535
2855888282858888852852858828828285888828258
India Crude Basket USD / bbl ——12 M average
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INR Appreciation

INRUSD Curncy Price from 1973 to 29 Dec 2017

Estimates for
next year

83.24

_____ 61.39

100

Current values
Upper Limit = 80.04

CAGR of frend is 4% p.q. Current price = 63.83

Adj R-Sq is 84%

Trend = 59.03
CAGR = Trend of India CPI / Us CPI Lower Limit = 43.53
1
73 75 77 79 81 83 85 87 8% 91 93 95 97 99 01 03 O5 07 09 11 13 15 17

Data from Factset

India- Forex reserves (USD bn)
Decl7
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35

o

X INR appreciation has steadied for now.

X Strong capital flows continue to overshadow
deteriorating trade deficit, keeping INR largely steady.
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MULTCA\CT GO|d
MCXGOLD Comdty Price from 1973 to 29 Dec 2017 . ]
et voo X Goldcontinues to quote below its long term trend

100000 - 71709 price.
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Monthly gold imports into India in USD mn (Nov 17)
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How are Indian equities currently place
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NIFTY Index Price from 1990 to 29 Dec 2017
Estimates for H H
100000 oo Nifty - Valuation

. 22,575 12,000

CAGR of frend is 11.84% p.a. 16,931
Adj R-Sq is 91% 11,287 11,000

-7 8465
T B4 10,000

10000 T e
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"""""""" 8,000
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1000 — N Half Upper Limit = 15144
Current Price = 10531 6,000
Trend = 10096
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X Nifty continues tdargely follow trend line of ~10,500.

X Nifty valuation, based on individual companies EBV has been rolled over to ~ 6400 at low to 11,400 at high. Thus cliyresntiftgdiing

towards high end of valuation range.
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Sensex and Valuation Range

e
High End: 40,800 [sosox

20000

Sensex

3000k

27 20K

——
Low End: 24,200

2250K

2000 000K
< O O 0 OO0 O 4 N M & 10N ©O N~ 0 00 0O d N M <& 10 © N~
RPPRPRRQR QPP Al

O O O O O O O O O O O O O O O O O 0 O O 0 O O O O 124506
v O O O 0O O OO OO O O OV OV O L OV OV VL L OV OV L L O OV O
o000 0O OO 0O OO0 0O OO0 0000 QOOQO0NQ0NQOA

Close Low End H|gh End """" M|d Band 202 2013 2014 2018 2016 EL 24 Dec201T
2ZH0-2015 20452020

Logarithmic chart
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X Sensex valuation range based on Gr value analysis 24,200 40,800 for Ded 8. This band includes normalized scenario as well
as Bottom up valuation based on individual companies EBV range.

X Though sentiments remains positive with some improved earnings visibility, absence of actual fundamental momentum can keep
Sensex below its high end of 40,800 for the time being.
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MULTCACT Nifty valuatiorg, Price/Fair Value

Nifty Price to Fair Value P/FV band 11-Jan18

Below 0.5 0.0%

100%
Ch

90% 05TO0.75 | 0.0% eap
80% 0.75T01 25.4% Fairly valueo

1TO 1.25 35.7% .
70%

Expensive

60% 125TOL5 |  15.2% Xpensiv
50% 1.5TO1.75 2.5% Very

Nifty weight

40% Above 1.75 19.6% Expensive

30%

Nifty P/FV 1.29

o sl sl ol ol el ol o e ol o
© O O P P NN N W w > b
Nifty Weighted Average P/FV

20% .
10% I
0% I Notg: We have neptralized the.impact of
9 3 9 3 3 S E 3 3 9 E 9 g 9 s g £ 9 % S <Q N 5 > E N ~ 3 ourmtgrnalvaluaﬂonupdatesmtheabove
s Cheap Fairly Valued s Expensive be;en ignored. They comprise of small % of
mmmm \Very Expensive ---=Nifty P/IFV ~ eeeeee Average Nifty P/FV ’;I\I;Z Fair Value or mitand of ourEBV

X Longterm average P/FV (since ra@13)for Nifty hasis 1.2x
X Nifty is now quoting towards highest levels for the available history.

X Please note thatve have rolledbver valuation to FL9 next month.
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MULTCACT High Quality valuationPrice/Fair Value

High Quality Price to Fair Value P/FV band| 10-Now-17
Below 0.5 0.0%

0.5TO00.74 0.0%
0.75TO 1 10.8% | Fairly valueq
1TO 1.25 45.7%
1.25TOL1.5] 7.0%
1.5TO1.7§ 11.3% Very

Above 1.75] 25.2% Expensive

100%

Cheap
90%

80%

70% Expensive

60%

50%

40%

HQ companies weight

30% lety P/IFV 1.38

HQ mcap weighted average P/FV

20%

10% Note: We have neutralized the impact of

4 . . .
o ‘A I Lo our internal valuation updates in the
o B _ : ) :
93 e S 3333 3 GGG 0 S 9998 9 5555 > 3 at_aoveanaly5|son3monthrollmgba5|s.
ER A %cs 5 2 % 3 § 5 2 % 3 § 5 2 % 3 § 5 3 % 3 %cu nghQu_allty:GradeAandB+
w z = w z = = w z = = w z = = w z companies as per MA framework.
mmmm Cheap Fair Value mmmm Expensive mmmmm \Very Expensive ===<=HQ P/FV :ec-e. Average HQ P/FV

X ltis to be noted that IT large cap companies are quoting closer to P/V of 1 within HQ companies.
X Long term (since mi2013) P/FV of HQ companies as per our coverage is.~1.3x

X Please note that we have rolled over valuation tel®Yhext month.
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MULTCACT Sentiment; HQ:LQ Index

: : : : Performance Decl7
Ratio of High Quality Index Vs Low Quality Index (EWI) . .
High Quality 3.3%
2.00 Low Quality 10.1%
150 Sensex 2.71%
' , BSE Mid 5.3%
BSE Small 5.5%
1.00 '
NSE Quality 30 4.8%
0.50 X HQ:LQ Index continues to indicate
optimism towards LQ companies.
0.00
-0.50
-1.00
F & F &P P X N DD N 9 N S
F F F F F o FFFFEFFFEF
—Ln(Ratio) =—Average =— +2SD === +1SD === "-1SD ——"-2SD
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MULTCACT Sentiment; HQ and LQ Index
High Quality IndexEqual Weighted Index Low Quality Index
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Note: Both indices are equal weighted and balanced annuadly De€2017

X HQ and LQ Indices both continue to remain strong.

X Note that indices will be balanced during Janu2®1.8. Above chart is as at D&€.
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MULZCACT HQ Index Valuation
HQ Index and Bottorap Valuation band X HQ Index now quotes above high end
800.00 of valuation band.
700.00 X This should be read in context of low
600.00 to reasonable valuation for IT
' companies.
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MUL7CACT i ;
N High valuation pockets

45 NSE Midcap Median PE NSE Small Cap Median PE
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e Midcap Median PE Average +2SD ===-- +1SD ===--- 1SD ——-2SD Smallcap Median PE=— Average +2 SD====:+41 SD====-- 1 SD——-2SD

X Small and midcap companies continue to remain in uncharted territory with respect to valuations.
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MULTCACT Sentiment; Regulated Utility Index

Risk Premium (EWI): Reg Utilities Yielt0 Yr Bond Yield Risk Premium
0
11.0% . +2 SD 9.5%
<—Pessimism +1 SD 7.9%
9.0% Average 5.6%
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Risk Premium Average

X RU Index now is neatSD, indicating continued optimism.
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MULAAET Sentiment; Midcap vs Nifty
220 Midcap to Nifty Index ratio (11Jan17) Nifty 50 vs Nifty 500 turnover

' 7 year rolling basis 085
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X Optimism for mid and small cap continues to remain high despite elevated valuations and lack of clear economic revival.
X b23S GKIFIG OKFENIG | m Ada O2y@SNISR FTNRY f2y3 GSNY | oIS NI O

distribution.
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Fll net inflows 12M rolling Net Fll inflows into Indian Equities
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Adjusted with long term inflation rate. AsBecl7. In INR bn INR crores

X Fll'inflows into Indian equities had seen a big jump duringNowverall flows remain erratic.
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Equity Mutual Fund Net Inflows .
quity Monthly Inflow via SIP (INR crores)
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Note that equity mutual funds also includes arbitrage funds that largely act as fixed income

funds. Above chart does not include flows into balance funds too. Primary check indicates
flows into pure equity funds remain high.

X Inflows into equity mutual funds continue to remain strong.

X Systematic Investment Plans (Siihd inflows, on per month basis, continue to rise and now stands at Rs 6,222 crores (USD 970 mn) ¢
Decl7.
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MULFCACT What to make of all these?

X D2@SNYYSyiaQa STFF2NIa 2 {AO01 adlF NI SO2y2YAO NBO2 @S NEgnay e LI
less considering government intends to maintain fiscal deficit target.

X Though not alarming as of now, largely because of capital flows, balance of payment situation and INR needs monitoiady, espec
considering oil prices and rising interest rates in US and elsewhere.

X Most investible pockets continue to quote at elevated levels with mid and small cap companies having run significantty ahead
expectations, discounting large part of expected economic growth revival. Same can be said about Sensex and Niftywhgeneral
mean reversion in returns appears to be largely priced in. Liquidity continues to be the driving factor.

X Thus, investible pockets continue to remain small. Large caps continue to remain a preferred pocket in current scenario.

Cautionrecommended on account @aluation as of now. Some names are quoting near fair vall

High Quality Long Horizon below high end, given the lack of volume growth, for initiating position.
I LIRNIOA2Y 27F &S0 PeNdde ITIMEhpantes pgraviding éiché serQiBSE
Long Horizon / IT / NSE IT technical chart also indicating positive trend. INR weakening (potentially as a resu

IT Relative higher fiscal deficit, lower real interest rates, etc.) can aid with sentiments for this sector.
Relative / Given the sentiments and valuationsimd and small cap companies, in general, preference tow
Large cap Intermediate large cap continues.
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MULTCACT Disclaimer

A Thisis an Internal Document and meant for only limited circulation. This document has been solely prepared for theMiligmsbEquity Consultancy Private Limited
(MAECL) and is not meant for circulation to any third party.

A The information is prepared on the basis of publicly available information, internally developed data and other souveesdobéaeliable. MAECL does not solicit any course
of action based on the information provided by it and the investor is advised to exercise independent judgment and hesapmntiased on its/his/her sole discretion based
on their own investigations and riskward preferences.

A MAECL, its associates or any of their respective directors, employees, affiliates or representatives do not assumesaiijtydepanr warrant the accuracy, completeness,
adequacy and reliability of such information and consequently are not liable for any direct, indirect, special, incideatgiential, punitive or exemplary damages, including
lost profits arising in any way for decisions taken based on the said information.

A The Client shall at all times keep such information / data and material provided by MAECL strictly confidential andsajlshate or disclose such information to any third
party.

A LG Aa adrdSR GKIaGxX Fa LISNNYAGGSR
al!9/[Qa LR2NIF2tA2 YIylF3aSySyd as
information is in circulation.
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A The contents hereiginformation or views; do not amount to distribution, guidelines, an offer or solicitation of any offéauty or sell any securities or financial instruments,
directly or indirectly, in the United States of America (US), in Canada, in jurisdictions where such distribution ootadfgthisrized and in FATF neompliant jurisdiction and
are partlcularly not for US persons (being persons resident in the US, corporations, partnerships or other entities orgatezeal in or under the laws of the US or any person
FILEftAYy3 SgAGKAY GKS RSTAYAGAZY 2F GKS 0SNY G! { LIS NBE anyeddediandRperisonsoSChatial G A 2y~ { LI

General risk factors

ASecurities investments are subject to market risks and there is no assurance or guarantee that the objective of thetswmisbrerchieved.

Aa gAlK Fye Ay@dSadayYSyd Ay aSOdNAGASaszT @I tdzS 2F (KS affdctidthyeicapital nfaked BAECLYiSngither O y
responsible nor liable for any losses resulting from such factors.

Arhe information on investments is subject to external risks such as war, natural calamities, and policy changes oétoatibhid markets which affect stock markets.

MAAECL has renewed SEBI PMS registration effective October 14, 2014 and has commenced its portfolio management aeffiétiesantidanuary 2011. However MAECL has
more than 10 years of experience in managing its own funds invested in the domestic market.



