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MACRO ECONOMICS EWAYZWEALTH

dicato le 0 U ep Al : Ap : Jy : Le
Sensex 387% 342% -262% 25T 113% D4t% 208%
Nifty 414% 537 350% -207% 3.99% 008% L18%
Nifty Midcap -165% 193% 249% -258% 6.23% 0.63% 5.20% 055% 26T%
Nifty SmallCap 250 Index -176% 198% 188% 0.94% 5.63% 0.35% 027% 5.40%
5&P 500 Index -5.90% 349% 0.01% 358% 3.14% 5.26% 136%
Nifty 50 EPS TTM [Rs) 9113 11036 1.9 15443 73081 78508 72633
Nifty 50 Price/Famings (PF Ratio) nn 15 050 16t 020 nR n4y 067 By 105 yek)
Nifty Midcap 100 (PE Ratio) 2695 9 1769 590 1816 2561 2964
fla Econo ficato
Bank Credit Growth (%) 14.16% 12.89% 12.06% 11.19% 1008%
Bank Deposit Growth (%) 937h 961% 9.49% 921% 8.86% 8.84% 9.11% 9.28% 9.56%
Lent iviarket Inaicato
RBI Repo Rate (%) 540 490 490 440
(e 10 year Vield %) 133 18 19 131 JAL} 6.84
1 Year Thill (%) 0.20 040 0.20 0.01
Corp Bond 10 Yr AAA Yield (%) m m m 178 155 168 178 131
Corp Bond 10 Yr AA Yield (%) 851 848 8.28 840 830 804
Corp Bond 10'Yr A Yield (%) 103 10.28 1041 10.16 1031 1013 084
Corp Bond 5 Yr AAA Yield (%) 160 155 4 139 154 155 0.80
Corp Bond 1 Yr AAA Yield (%) £.69 £.45 £.64 6.76
(1Y (%) 106 0 091 6.3 0.29
A
(Gold Price (USD) 184 1769 L 1766 1807 1837 1797 1829
Gold (Rsf10gm] 52574 50187 50074 50986 51301 50699 50861 51847 58307 50479
(rude(9) 9483 819 9931 11001 11481 109.34 10751 10059 9
INR/1USD 8143 8135 1946 na 1897 7164 7643
INR/1 EURD 8436 8135 8136 8.5 84.20 8.3 8340 8
0
Fil-Equity (Rs.cr) 1354 3431 -13406 6720 -19146 -1831] 13150
Fil-Debt (Rs.r) -1892 718 3029 1491 -1318 -1005 53718 -3980 St 3458
MF-Equity (Rs.cr) 14692 18602 0920 2051 mn 0 16488 1093
MF-Debt (Rs ) 1561 5% 531 164) 8681 471 1307 1585

Source: Bloomberg, W2W Research

Summary:-

» As of 30th December 2022, Nifty 50 was trading at a PE of 22.73x and Nifty Midcap 100 was trading at a PE of 26.95x.

» CPl inflation eased to 5.88% in November 2022 from 6.77% in October. WPI inflation declined to 5.85% in November 2022 from
8.39% in the prior month, pointing to lowest figure since February 2021. India Core CPl was reported at 6.04% in Nov 2022.

» Credit growth rose by 16.27% YoY as of 16-Dec-2022. Aggregate deposit growth stood at 9.37% YoY.

» The GST collection for the month of December 2022 stood at Rs 1.49 lakh crore, up 15.2% Year-on-Year. The monthly GST revenues
were above Rs. 1.4 lakh crore mark for tenth straight months in a row.

» Manufacturing PMI climbed to 57.8 in December 2022 from 55.7 in the prior month, pointing to the highest reading since October
2020. India Services PMI increased to 58.5 in December 2022 from 56.4 in November.
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Debt Market Review LAF and Money Market Rate Movement

2023 is starting at a point where markets are factoring in an impending recession and inflation
having peaked but central banks are guiding for continued hawkish stance with “higher for longer”
rates outlook.

In markets like US, where inflation still remains much higher than target and the US Fed continues
to provide hawkish guidance, long term rates have refused to inch higher with successive rate hikes
and now the near-term rates are also just tracking the revised policy rate. 10 year US Treasury rate
ended the month of December up 16 bps at 3.88% from 3.72% in previous month.

The RBI MPC statement was similarly perceived as hawkish even as the rate hike was scaled down
to 35bps increment as expected. References to elevated core inflation, the midpoint target of 4%
as well as the still surplus system liquidity clearly points to the near-term policy preferences within
the Flexible Inflation Targeting regime.

Even as the wider external cues remained negative, with uptick in global yields, domestic rates
were more sanguine in Dec 22 even as there was some retracement post the policy. 10 year India
GSec yield ended the month of December up 5 bps at 7.33% from 7.28% in previous month.

Signs of inflation easing were seen, especially amongst emerging market economies. The US CPI
inflation eased markedly to 7.1% in November 2022 from 7.7% in October. India Consumer Price
Index (CPI), moderated to 5.9% in November from 6.8% in October.

Fll turned net sellers in the Debt market to the tune of Rs 1,892 Cr in December 22 compared to
buying of Rs 718 Cr in the previous month. MF institutions turned net buyers in Debt market to the

tune of Rs 2,567 Cr compared to selling of Rs 598 Cr in the previous month.

Debt Market Outlook G-Sec and AAA Corp Bond Yield Movement

As central banks get comfortable with the trajectory of inflation, they will pause raising rates and
eventually begin cutting rates. While there have been many calls on a Fed pivot, it is wise to
remember that having been burnt by inflation, central banks are going to be very conservative in
turning policy around. This is going to apply to the RBI as it does to developed country central
banks.

A continuing risk for Indian bonds is the fiscal trajectory. The budget is expected to bring about
some consolidation. Even as most central banks incrementally dial down the pace of tightening,
the guidance from financial market perspective continues to be hawkish.

Considering the evolving dynamics, monetary policy making in India clearly has reached a stage
where subjective assessments would come into play, unlike the case a year back when all indicators
pointed to a shift in the stance towards tightening aggressively.

After a material shift in both the policy rates and more importantly liquidity dynamics over the last
7 months, the argument towards assessing lag effects of earlier actions is compelling. This
alongside the forward-looking estimates on growth and inflation would warrant a pause in the near
term.

At the same time, the focus on the midpoint of the inflation target, alongside likely spill over
volatility from external developments would necessitate that policy stance continues to focus on

withdrawal of accommodation.
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OIS Curve
Investment Strategy

>

Investors can consider investing in recommended Money Market, Ultra Short Duration, Low
Duration, Short Term, or Medium Duration funds as per the investment horizon and risk appetite.
For longer investment horizons or more aggressive risk appetite, one can just have a plain long

position in intermediate maturity bucket of 3 — 5 years through Gilt Fund Category.
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Equlty Market LEEY Sensex, Fll & MF Movement

2022 has been a volatile year, one event followed by another with many repercussions, leading to 10,000 64,000
8,000 -
global economic slowdown. The broad themes of 2022 —inflation, rising interest rates, Russia- 6.000 - 63,000
Ukraine War, slowing corporate profits and surge in Covid infections—continued to dominate 4,000 - 62,000
© 2,000 -
investor fears in December 2022. ] 0 I i ol 1000
= T T T \I T U L L) II LI ']
. . . . . . o L o [5] [) o (5] o 5] (5] o 5] [5) 15) |5 é
>  For the month, Nifty 50 plunged by 3.5% on account of lingering recession fears and sharp rise in ~ £2000 ‘2 2 2 @ 2 2 2 2 2 2 2\ a8 €0.000
. . ) . ) ) E4000 < h o~ o B G “ors o ’
the Covid cases in many countries. Bank of Japan too took markets by surprise this month as it 6.000 - oA A oo
4 59,000
raised interest rate by 25bps to 0.5%. This elevated the growing recessionary fear among investors. -8,000 -
-10,000 - 58,000
The Nifty Midcap 100 (-1.7%) and Nifty Smallcap 250 (-1.8%) both ended the month in red.
o . == Fll == MF ——Sensex (RHS)
»  The S&P 500 ended 2022 with its worst calendar year performance since 2008. The benchmark
index fell by 5.9% in December 2022, closing 2022 down almost 20%. Investor concerns about rising
. i : ) R, ) Indices Performance
interest rates, slowing economic growth and persistently high inflation triggered sustained bouts
30-Dec-22 30-Hov-22
of selling. India
»  The cautious mood spilled over into Asian markets, except for Hong Kong due to the reopening  Sensex 60,841 63,100 -2258.9 -3.6%
. . ) . _ Mifty 50 18,105 18,758 -653.0 -3.5%
theme. The Hang Seng Index rose 6.4% in December. Despite an increasing number of Covid us |
infections in China weighing on the near-term growth prospects, investors were optimistic about  Dow Jones 33,147 34,590 -1442.5 -4.2_95:
. . . Masdag 10,466 11,468 -1001.5 -8.7%
the eventual recovery in consumption and corporate investment. = '
»  Fll again turned into net sellers in December 2022 after being buyers for past 2 months. Flls sold  FTSE 100 7,452 7,573 -121.3 8%
equities worth Rs 1,354 Cr during December 2022 (November 2022: Net buyer of Rs 38,235 Cr). G2 |
Hikkei 225 26,095 27,969 -1874.5 -6.7%
Dlls continued their buying trend and bought equity worth Rs 14,692 Cr in December 2022. Hang Seng 19,781 18,597 1184.7 §.4%
Equity Market Outlook Bovespa 109,735 112,486 -2751.4 243
»  An ongoing economic slowdown seems inevitable. The lagged impact of tightening will also mean  grT1s 4971 1,125 -154.5 -13.7%
growth sacrifice for the global economy. A sharp deceleration in global money supply growth and S |
MSC| WORLD 2,603 2,721 -118.2 -4.3%
a sharply inverted yield curve in the US point to potential growth headwinds. Concerns from China  psejm 956 9772 5.9 165
continue to emanate and it is premature to take a call on how the Covid situation will play out ~ MSCI EM Asia 514 519 5.4 -1.0%|
there.
»  While India’s fundamentals are in much better shape, directionally global growth challenges will Sector Performance
likely feed their way into weak exports and investment activity and hence lead to a slowdown in Sector Index 30-Dec-22  30-Now-22
indi I Theref " tweighing inflation chall hould b BSE Auto 28,923 30,375 -1452.3 -4,8%
ndian economy as well. Therefore, growth concerns outweighing inflation challenges should bea . 43,906 49,348 4419 0,95
dominant theme in 2023. BSE CD 39,7z 41,498 -1775.9 -4,3%
. . . . . BSE CG 33,342 33,846 -504.0 -1.5%
»  That said, once global headwinds fade, India will potentially post a strong rebound. In 2023, we )
BSE FMCG 16,075 16,526 -450.4 -4.7%
expect growth trends to remain decent. Controlled inflation, policy reforms (PLI, China+1), impact  ESE HC 23,034 23,946 -912.0 -3.8%
of marquee legislation (GST, RERA, IBC, PLI) with stable foreign exchange reserves will aid India’s ESHIL 28,672 30,511 18392 -6.0%
BSE Metal 20,856 20,258 597.9 3.0%
growth story. Resilient domestic & improving Fll flows along with a weaker USD will also provide  gsE i 20,409 20,610 200.9 0%
support. India’s macroeconomic stability and relatively resilient EPS growth justify India’s premium ~ BSE Pawer 4,381 4,699 nT7 -6.8%
BSE PSU 10,018 10,021 -3.2 0.0%
valuations. ESE Real 3,447 3,587 -139.9 -3.9%
> 2023 can still be a volatile year for equities, at least in the first half. For India, 2023 could be a year ~ BSETEC 13413 14,284 8703 6.1%

of adjustment, where growth slows down but at the same time becomes more balanced setting
stage for a more sustainable recovery on the other side. Beyond the near-term headwinds, India is
poised for a multi-year uptrend in economic growth and earnings driven by manufacturing and

investment revival.

Investment Strategy
> India’s long term growth story remains intact since it is better placed in terms of fundamentals. We

recommend our aggressive-moderate investors with shorter horizon to increase allocation in our
recommended Balanced Advantage Fund and Multi-asset Allocation funds. Whereas investors with
longer horizon can invest in staggered manner in our recommended Flexi-cap, Dividend Yield Fund,
Large cap, Mid cap and Small cap funds.

» We also recommend investors to allocate 10 to 15% of the equity allocation in recommended theme
- Banking & Financial Services Funds with an investment horizon of 2 to 3 years. (Click to refer our

special note on

Banking & Financial).
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GOLD, OIL & CURRENCY EWAYZWEALTH

R - 1ternational Gold Movement

»  Gold rose 3.77% to 54,556 in December 22 from 52,574 in previous month. Gold demand was 1840 -

impacted by wedding season and regular purchases. Additionally, a fall in dollar index and the
narrative of a potential Fed pivot contributed to Gold’s positive return in December. 1800
»  Brent oil rose 0.56% in December 22 from 85.43 to 85.91 dollars. Oil remained flat as energy
market is still trying to balance between the potential pickup in demand from China due to its 1760 -

economic reopening, and the recession risk in the U.S. and Europe in the New Year.

>  Rupee depreciated by 1.61% in December 22 from 81.4 to 82.7. Rupee depreciation is mainly 1720 -

1-Dec
8-Dec
15-Dec
22-Dec
30-Dec

attributable to appreciation in the U.S. currency on safe haven appeal amid fears of inflation

and Fll outflows.

USD/INR Movement

»  Given a fall in long-term inflation expectations and growing recession likelihood, it appears

83.0
interest rates are close to the peak. This along with prospect of a weak dollar will support gold.
Long term outlook for gold remains intact and positive.
82.0 +
»  Entering 2023, the consensus view is that global oil market would remain tight but balanced.
This is expected on lines of resumption of energy demand in spite of lowered global growth
—— 81.0
projections.
» Indian Rupee is expected to trade on a negative bias against the US Dollar as deteriorating
80.0 —

global risk sentiments may put downside pressure on rupee. Weak global markets may lead

1-Dec
7-Dec
13-Dec
19-Dec
23-Dec
29-Dec

safe heaven flows towards USD. However, fall in crude oil prices & improving Fl Inflows may
prevent sharp downside in rupee.

»  Werecommend investors to invest some part of their portfolio in commodities. As investment
interest in commodity have increased over the years due to low correlation compared to
traditional asset classes like equity and fixed incomes, it provides for certain degree of

portfolio diversification and commodities are regarded as potential hedge against inflation.
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Disclaimer, Disclosure and Copyright Notice

The contents of this material are general and are neither comprehensive nor appropriate for every individual and are solely for the informational purposes
of the readers. This material does not take into account the specific investment objectives, financial situation or needs of an individual/s or a Corporate/s or
any entity/s. A qualified professional should be consulted before making an investment decision or acting on any information contained in this material. All
investments involve risk and past performance does not guarantee future results. Investigate before you invest. You are strongly cautioned to verify any
information before using it for any personal or business purpose.

Way2wealth Securities (P) Limited (herein after called Way2Wealth) does not guarantee the accuracy, quality or completeness of any information. Much of
the information is relevant only in India. Way2wealth makes no warranties, either express or implied, including, but not limited to warranties of suitability,
fitness for a particular purpose, accuracy, timeliness, completeness or non-infringement. In no event shall Way2Wealth be liable for any damages of any
kind, including, but not limited to, indirect, special, incidental, consequential, punitive, lost profits, or lost opportunity, whether or not Way2Wealth has
been advised of the possibility of such damages. This material contains statements that are forward-looking; such statements are based upon the current
beliefs and expectations and are subject to significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking
statements. These uncertainties include but are not limited to: the risk of adverse movements or volatility in the securities markets or in interest or foreign
exchange rates or indices; adverse impact from an economic slowdown; downturn in domestic or foreign securities and trading conditions or markets;
increased competition; unfavorable political and diplomatic developments; change in the governmental or regulatory policies; failure of a corporate event
and such others.

This is not an offer to buy or sell or a solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy. No
part of this material may be copied or duplicated in any form by any means or redistributed without the written consent of Way2Wealth. In no event shall
any reader publish, retransmit, redistribute or otherwise reproduce any information provided by Way2Wealth in any format to anyone. Way2Wealth and
its affiliates, officers, directors and employees including persons involved in the preparation or issuance of this report may from time to time have interest
in securities thereof, of companies mentioned herein.
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