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Government Debt to GDP (%), 2020p

Government
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Source :S&P Global
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Very high 140%
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Household Debt to GDP (%), 2020p

Household
Very high 95%
High 9%
Intermediate 51% ¥
Low 31% {_

Very low
Source :S&P Global



Ongoing Health Pandemic + Abrupt Start-Stop Economic Conditions @

Source : CNN



Booming Financial Markets : Up ~27% from Feb 2020 (Onset of Pandemic)
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Is Nifty 50 Representing the Indian Economy : Between 2019-2022E, GDP Up by

21%, but Profit of Nifty 50 Up by 70%

Nifty 50 Sector Weights over the Years

Sector
Automobiles
BFSI

Cement
Construction
Consumer Goods
Engineering

IT Services
Media

Metals

Oil & Gas
Others
Pharmaceuticals
Real Estate
Telecoms

Utilities

2000 2004 2008 2012 2016 2020 Apr-21

4%
10%
2%
2%
22%
1%
25%

3%
19%
0%
8%

4%
1%

9%
14%
3%
0%
1%
3%
13%
1%
8%
21%
1%
7%

7%
3%

Values may not add to 100% due to rounding off

Source: NSE, Motilal Oswal

3%
19%
3%
6%
6%
5%
10%
1%
7%
19%

3%
4%
8%
6%

Title : Bloomberg & RBI Estimate

9%
26%
2%
5%
10%
2%
14%

7%
13%

4%
0%
3%
4%

10%
29%
3%
4%
10%
0%
18%
1%
3%
9%

7%

2%
3%

5%
38%
2%
3%
12%
0%
16%

3%
12%
1%
4%
0%
2%
2%

5%
37%
3%
3%
1%
0%
17%
0%
4%
12%
1%
4%
0%
2%
2%

No of Companies Included/Excluded in Nifty 50

1997-2000 2001-04 2005-08 2009-12 2013-16 2017-21

25

1
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1
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Nifty & GDP are like Chalk & Cheese

Nifty 500 Sector Composition

~— Financial Servi
29 ancial Services

Power «—
2%

Construction «——

Cement <« 32%

Automobile <
. 9%
Oil & Gas <

Consumer Goods <

Source: Nifty Indices, Motilal Oswal

T FLAME

GDP Sector Composition

Agriculture <«

Public Administration,
Defense & Other Services

2%
Mining & Quarrying <«

Real Estate &
Prof Services

Manufacturing

6% ~—» Financial Services
Utility Services «——

. Trade, Hotel, Transport,
Communication

18%

Construction

Data as on Apr’ 21 for Nifty 500 composition 10



India Inc. : Market Cap & Profit Pool Trends

100%

80%

J

60%

40%

20%

Market Cap

0%

100%

80%

60%

40%

20%

0%

m Consumer Goods & Services = Energy = Industrials Lifesciences
= Materials = Miscellaneous m Services m Telecom, Media & Technology
m Transportation & Logistics m Utilities m Financials
Source: Ace Equity Note: Top 500 companies by Market Cap for each year; 2021 Profit is TTM ending December 2020
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Financials & Commodities/Energy Complex Seen Driving Profit Growth in Nifty 50

YoY Growth
FY22E %

PAT (INR Bn) FY20 FY21E FY22E FY23E
Financials 898 1,078 1,495 1,816
Information Technology 737 781 931 1,036
Oil & Gas 524 929 1,043 1,240
Consumer Products 303 322 385 439
Metals & Mining 261 309 677 589
Power Utilities 209 251 285 309
Industrials / Engineering 95 116 99 122
Building Material 87 86 108 133
Healthcare 86 120 145 171
Automobiles 55 39 305 414
Infra. & Construction 38 50 63 77
Consumer Services -307 -141 72 138
Total 2,986 3,941 5,609 6,483

Strong Improvement Expected in Profit Margins in Nifty 50 Ex BFSI

P&L Ex BFSI (INR Bn) FY20 FY21E FY22E FY23E
Sales 37,678 34,541 43,058 47,330
EBITDA 5,854 6,854 8,132 9,049
EBITDA Margin 16% 20% 19% 19%

PAT 2,088 2,862 4,114 4,668

PAT Margin C_ 6% ____ 8% ____10%____10%__|
PE* 23 29 20 18
EV/EBITDA* 10 13 11 10

Tata Motors and Bharti Airtel are expected to become profitable in FY 22, hence those sectors are showing high growth on a lower base

Source: Bloomberg Note: Consolidated and aggregated numbers; *Forward PE & EV/EBITDA for FY22 & FY23

FY21E %
20%
6%
77%
6%
19%
20%
21%
-1%
39%
-29%
33%
-54%
32%

FY21E %
-8%
17%

37%

39%
19%
12%
20%
119%
13%
-15%
26%
21%
683%
26%
LtoP
42%

FY22E %

25%
19%

44%

FY23E %

21%
11%
19%
14%
-13%
9%
23%
23%
18%
35%
22%
93%
16%

FY23E %

10%
11%

13%

3

26%
12%
33%
13%
31%
14%
8%
15%
26%
96%
27%
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CAGR FY
20-23

LtoP

29%

8%
16%

31%

CAGR
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Nifty 50 PAT Estimates P
Reliance Industries 577 712 Maruti Suzuki India 66 88
TCS 398 443 UltraTech Cement 63 76
HDFC Bank 367 441 Adani Ports & Special Economic Zone 63 77
State Bank of India 324 387 Bajaj Finserv 63 82
Tata Steel 265 178 Sun Pharmaceutical 61 70
Infosys 224 251 Indusind Bank 56 73
Oil & Natural Gas Corp 222 246 Bajaj Auto 56 64
ICICI Bank 211 256 Tech Mahindra 53 59
JSW Steel 179 167 Bharti Airtel 52 113
ITC 159 174 Mahindra & Mahindra 50 57
Indian Qil Corp 158 182 UPL 40 47
NTPC 152 168 Asian Paints 37 45
HCL Technologies 141 156 Hero MotoCorp 35 41
Axis Bank 140 177 Dr Reddy's Laboratories 33 39
Coal India 139 150 Cipla 28 33
Power Grid 133 141 Shree Cement 26 33
HDFC 132 154 Nestle India 24 28
Wipro 116 127 Eicher Motors 24 30
Larsen & Toubro 99 122 Divi's Laboratories 24 29
Hindustan Unilever 95 111 SBI Life Insurance 20 23
Hindalco Industries 94 94 Titan Co 19 25
Bharat Petroleum 87 100 Britannia Industries 18 21
Kotak Mahindra Bank 85 98 Grasim Industries 18 24
Bajaj Finance 82 106 HDFC Life Insurance 17 19
Tata Motors 74 133 Tata Consumer Products 11 13

Source : Bloomberg
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Deleveraging Led by Cyclicals & Commodities in Nifty 50 P
Nifty 50 FY20 to FY23E Net Debt (INR Bn) Sector Wise Net Debt (INR Bn) FY20 FY23E  Delta
Oil & Gas # 5255 1926 -3330
M Increase ™ Decrease ™ Total Automobiles 683 447 -1130
IT* -826 -1497 -672
12622 Metals & Mining 1726 1059 -667
Power Utilities 3100 2706 -394
Building Material 218 -68 -286
Healthcare* -29 -282 -253
-3330 Consumer Products* -102 -308 -206
-1130 Consumer Services 1239 1161 -78
) 667 394 Tpe 4 62 5674 Industrials 1155 1159 4
- -253 206 .73 Infrastructure 204 266 62
Top 10 Cos by Net Debt (INR Bn) FY20 FY23E Delta
Reliance Industries Ltd 2412 -555 -2966
NTPC Ltd 1673 1545 -128
Power Grid Corp of India Ltd 1426 1161 -265
S« © 9 E &2 @ = B %W @ 7 g 9= Bharti Airtel Ltd 1209 1191 -18
T 3 & £ E s 5 § 5 = & ¢ Indian Oil Corp Ltd 1193 1065  -128
g o S = = L _g & % g 7 ndian P
o) g o2 2 = = 2 b T 2 Oil & Natural Gas Corp Ltd 1060 839 -221
3 2 2 £ £ 5 g - £ Tata Steel Ltd 1048 461 588
g a = E 2 = Tata Motors Ltd 830 463 -367
@ g S Bharat Petroleum Corp Ltd 591 577 -15
o JSW Steel Ltd 495 462 -33

Source: Bloomberg  Note: * denotes Cash Surplus Sectors # Includes Reliance Industries



Short-term Covid Stress Coinciding with the End of Corporate NPA Cycle

Nifty50 Banks PAT (INR Bn) FY20 FY23E CAGR Growth in Advances (Blocks of 5 Year CAGR), ,,,

HDFC Bank 263 441 19% 0% 0%

State Bank of India 145 387 39% 13% 13% 1400 17% 16% 16% 16% 15%
ICICI Bank 79 256 48% 10%
Kotak Mahindra Bank 59 98 18% 3% I I I I | | I I I | I I
Indusind Bank 44 73 18%

Axis Bank 16 177 121% S & D o N

0 & Q <& Q’ \o} <o Q <o Q <9 &
\e) \e) © © 4 A\ ‘b D O) &) Q Q '\, N
Total 607 1431 33% R AR <<* QT Q] <<*

Gross NPAs rose sharply in mind 2010a decade & have eased gradually Banking System — Sector Impaired Loan Ratio

since FY19 50% oo f =Mar-18 ®Sep-18 =Mar-18 =Mar-20 =8 Sep-20
. . 45%, % of advances of their
m Banking sector's GMNPA (25) 40% respective sector)
16% o
30% T
12% a5ty
20% |
8% 15%% .
10% : _
436 o i”l
0% 0N P - e s > 2
= = i [<13 o] E ™ &= K =] .
0% E z % & £ 3 £ 2 3 g ¢ § 3
E o o o o~ ury -] * = & = E ' 3 o B o 2 = =
e &8 g & g g § & 5 5 ¢ ° BB % O
o = = -l
- g .
* 1HFY21 i @

16
Source: Bloomberg, Investec Securities, RBI, CEIC, Morgan Stanley, Motilal Oswal



Improved Balance Sheet, Margins & Capacity Utilisation Levers in Place

8% 1

7% - Corporate Profits to GDP

6%

5%

4%

3%

2%

- u
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100% Non Financial Corporate Debt to GDP

80%

60%

40%

20%

0%
N O N0 OO O d &N OO S 1D O N0 OO A N D < 1D O N 0 O O
a 0O OO0 O OO O O O O O 0O O 0 00 d f d v of 1 o o o 1 N
fffffdosddocasadocoaadaocoaaoaaazaaca

B Non Financial Corporate Domestic Debt

[ Non Financial Corporate External Debt

Median

Interest
Coverage

Net D/E

Net Debt/

EBITDA

Interest/
Sales

CFO/PAT

L

High CFO, Lower Capex & Equity Raise

FY1l FY12 FY13 FY14 FY15 FY1l6 FY17
72 59 60 66 76 80 97
0.45 048 042 032 030 0.27 0.24
1.32 147 161 1.28 1.17 094 1.08
19% 22% 2.0% 19% 16% 1.7% 1.4%
0.9 1.2 1.1 1.3 1.2 1.3 1.3

Note: Data for 250 companies beyond first 50, excluding financials & banks

95%
90%
85%
80%
75%
70%
65%
60%

FY02

Source: Prowess, Credit Suisse, Ace Equity, Morgan Stanley, RBI, CMIE, Trading Economics, SBI Mutual Fund, India Ratings & Research

Capacity Utilisation
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FY21
FY18 FY19 FY20
(A/E)
I 1
|
10.7 1108 79 9.8 |
! |
|
0.20 , 0.14 0.14 0.11 :
! |
0.81,0.78 073 065!
L o oo o o o o ——
14% 13% 1.6% 1.3%
B A !
12 110 14 15
| FEPEE D T —— -
*
n O N 0 OO0 O
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*2021 data up to December 2020 17
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Trifecta of Growth Opportunity : Clean & Efficient Getting Bigger

Market Share within
Category Market Size Formalization of Sector Organized Players

| | B - |
Potential Actual Size Unorganized Organized Dirty & Inefficient Clean & Efficient
Laggards Players

The Best Time for Organized Corporate India : Strong Resilience

19
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India : Market with a Dominant Unorganized Sector .

Sector leaders can grow faster than underlying GDP, by gaining market share Total Tax-GDP Ratio

Organised v/s Unorganised Sector
0%

Brazil 34%
UK 33%
Japan 32%
us 24%
China 21%
78% 77% 95% 25% 13% 52% 88% 47% 100% 52% 48%

Mining &  Manufacturing Utilities Construction Trade, repair, Transport, Financial Real estate & Public Other services Total GVA at India _ 18%
quarrying accomodation storage, services professional administration basic prices
& food services broadcasting services & defense
communication

M Organised M Unorganised & services

Total tax for India includes Centre & State taxes

20
Source : National Accounts Statistics 2019, IMF, SV Ramana Murthy, Business Today, OECD, CIA World Factbook



India : Under-penetrated Market

India White Goods Penetration

70%

60%

50%

40%

30%

20% H 192

0% I

0% mE —m
Television Refrigerator Washing Air Conditioner
Machine
12016 m2018
Food & Care Products (S Bn, 2019)
2500 19 2349 ° 1 1
] 2075 09 52

2000 ] 0.8
1500 0.6 9 0.6
1000 0.4

500 488 0.2

82 43 156 :
0 — — E|_| il_l 0 Loan to GDP %
Packaged Packaged Personal Home Care
Foods Foods ex Beauty Care
Edible
Oils/Milk

W India [ Global e Index (India's Global Category Share v/s GDP, RHS)

Source : Emkay, JP Morgan & EY, Euromonitor, Kotak Institutional Equities, , Bloomberg, IIFL Asset Management
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Credit, Insurance, Mutual Fund & Car Penetration (2019)

100 100 101

5 11
.

% Population Mutual Fund % Population
with Health AUM % of GDP Owning a Car
Insurance

2

56
40
25
. : N
N .

% of Credit
Card Holders

Consumer
Credit to GDP
%

Mortgages to
GDP %

M India ™ USA
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Strong, Unlevered & Under-penetrated Indian Households

100 — .
~— Household Debt to GDP (%) Mortgage to GDP Ratio g3% o0°
75 — 68%
5y0, 6%
50 o, 44% 45%
34% 3%
25 8% 20%
11%
0 [
o & N % Q y» D CENe) o A\ N 9 ¥ 2 e R & X
\) \) O N > > \~ >~ Y > > \ > N » Q& QO Qo ®) A\ N N
R R MR MR PRSP RPN @@\@@&*"@Q%&@°§ Q@Q’y**
< RN CY NS X
———Emerging markets (aggregate) ===India = China Russia === United States > Q %é’\'
Retail Credit (USD Bn) 360 Indian Household Assets (Dec 2020)
O/CAGR Equiti
10.4% quities 4% 4%
Insurance, Cash
Provident &
Pension Funds 48%
Property

16%
Bank Deposits

151 166 189

81 84 103 114 128 '
N
FY 12 FY 13 FY 14 FY 15 FY 16 FY 17 FY 18 FY 19 FY 20 Gold 1

M Housing [ Others

Source : BIS, HDFC, RBI, Jefferies, CDSL, NSDL 22



Top Companies Gaining Disproportionate Market Share

70%

NBFCs- Housing Finance (top 2 cos) 90%
Cement (top 5 cos) 48% 91%

I 77%
Aviation (top 3 cos) 2 95%
: 439
Ports- Share of non-major ports (top 7 cos) = 69%
General Insurance Private Sector (top 20 cos) 47% o
74%
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

I FY17  ®Incremental Share (diff in FY20 and FY17)

Note: Based on volumes for aviation, cement, steel & ports; credit for banks, AUM for NBFC, revenue for telecom & gross premium for insurance

Source: DSP, Spark Capital

100%
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Future Returns are a Function of Current Elevated Prices & Liquidity Conditions ot

80% 73% wo Yieldgap (%) === Eamings yields (%
Nifty 50 Total Return by Source o Al il

e |ndliz 10y G-Sec yields (%)

60%

209
0% 28%

0,
19% 20% 16%
20% 12%

. 9% - 12%
0% = 8%
L] i .

40% FYy11 FY12 FY13 FY14 FY15 FYl6 FY17 FY18 FY19

FYZO FY21 (@] — ™~ m < n le) M~ 2] [0)] o - ~N m < n (e} P~ 0 [9)} Q -
Qi9 L9 949 19 ¢ 20192 5 7T T,T T T N o mar A
= = = = > = = = = = > = = = = ) = = ) = = =
n [1*] m M 1] 7] m mn M 1] m 0] 1] m M 18] m 7] L) m ] m
m Dividend Inflation Real EPS growth ~ m Valuation @ Total return (Data Label) 2 2 2 2 2 2 2 2 2 2 2 2 2 2 2 2 2 2 2 2z 2 2
Dividend Return=Nifty 50 Total Return Index —Nifty 50 Price Return Index, Price Return=((1+ Real Nifty 50 Nifty Earnings Yield
EPS growth) * (1+CPI Inflation) * (1+ Change in PE))-1
31 3.6
Trailing Nifty P/E (x) 27.1 Trailing Nifty P/B (x) 3.4
27 3.2
24

10 Year Avg: 2.8
10 Year Avg: 20.2x

P2 e . . S B W A
20 e e YN S\ oo ==
2.4

17

13 2.0
— ~ ™ =t [Te] w ~ [+'a] o ] — =l ~ MM =t T3 w I~ s3] [=}] o =l
-l - —l —l —l —l —l — — ~ ~ — — — — — — — — — o~ ™~
. . = = . = = i = = = = > > > > = = = = = =
(1] [1~] (1] iy [+] (131 (] [y} [1%] m m 1] 1] 1] (1%} (1] 1] (1~ 1] [~ (1] m
= = = = = = = = = = = = = = = = = = = = = =

Source: : NSE, RBI, Kotak Institutional Equities, Motilal Oswal
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Valuations need to Factor in the Current Weak Business Cycle
India’s Market Cap to GDP ratio (%)
105
103 95 Average of 79% 9
82 83 88 81
____________________________________ et ettt e bt
64 66
55
o ~ o o) o — ~ m < L to) r~ o0 o o w w
o o o (=] — o o (s — — — (= = o ™~ — ~
> > > > > > > > > > > > > > > o~ o~
B o
=K T S P b ——MSCl India PE (x) ==——MSCI EM PE (x)
-60% 45.0
250 12M Fwd Sensex Returns &
(RS - on reverse scale) -40% 39.0
200 -20% 35.0
0%
150 20% 250 MSCI India Avg: 21.4x 25.3
40% O TTTTTTTTTTTTTTTTTT T S IS ST -
b 60% 150 DDNANAA NNA~AA )
50 80%
100% 50 MSCI EM Avg: 13.9x
0 120% SO NNMANT SN YNN YR QQ
ST E8SSESZ2CcT2TLLER2REY N M
S S8 8888 8ccocococococo0o0 8 S c S5 £ 5 £ 5 £S5 €S S £S5 £ 5 £ S5 £ 5 £ 5 ¢
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Source: : Bloomberg, BSE, RIMES, MSCI, Morgan Stanley, Motilal Oswal 26



Central Banks are Paying Negligible Real Interest Rates : For How Long ?

10%4
8%
6%
4%

2%

-2%0

-A%%

10

W & o m « W

US 10 ¥Yr Nominal & Real Rates

PHY“\JAW\V

Rt
A,

Real rates in US and most
developed countries are
close to zero or negative

Interest rates have fallen to the lowest level in at least two decades

1950
198}
1953
1954
1996

9.00

1997
1998
2000
2001
2003
2004

UsS 10 ¥r Mominal Rates

US 10 ¥r Real Retes

3
&

10Y Gsec ()

Source : Ambit, Bloomberg, World Bank, RBI, Spark Capital
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India 10 Yr Nominal & Real Rates
10%
2%
5%
1%
294
D%
E
-2% :
-4%
——India 10 ¥r Nominal Rates India 10 %¥r Real Rates
The extent of fall in interest rates is large & have percolated across product
categories
Fall in interest rates (in bps) in last 1.5 year
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"I've got some bad news & I've got some good news. Nothing lasts forever”
— Kate McGahan



Fed Tightening Usually Ends with a Financial “Event”

15%
12%

9%

1873 Economic
Depression

6%
)

3%

0%

1871
1873
1876
1879
1881
1884
1887
1889
1892
1895
1897
1900
1903
1905
1908
1911

Source: Robert Shiller, BofAML

US 10 Year Interest Rate

1918-20
Spanish Flu
5.05% 1929 Stock
Market Crash

)

1937 Fed
Policy Mistake

O

2.04%

1913
1916
1919
1921
1924
1927
1929
1932
1935
1937
1940
1943
1945
1948
1951

1953

-
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1982 Latin

o,
15'32 America Debt

1990 Savings

1974 Franklin & Loan Crisis
National Bank

1970 Penn n ,” 1997 Asia,
Central Bank | Russia, LTCM
1987 Stock 2000 Dotcom
Market Crash Bubble
, 007 Subprime
1994 Tequila Crisis

Long term median ~3.82%

1956
1959
1961
1964
1967
1969
1972
1975
1977
1980
1983
1985
1988
1991

Crisis

44%
2020 Covidl
Pandemic 0.66%

1993
1996
1999
2001
2004
2007
2009
2012
2015
2017
2020
2021*

* June 2021
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% trillion Global debt topped Tn $272 in Q3 2020

B*% FLAME

Elevated Debt Levels & Rock Bottom Interest Rates

% of GDP, weighted avg,.
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OFFICIAL INTEREST RATES

| (percent, weekly)

Official Interest Rates

—— Fed Funds Rate Target (0.13)
—— ECB Deposit Facility Rate (-0.50)
—— BOJ Overnight Rate (-0.06)
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yardeni.com
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Source:
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Negative Bond Yields & Currency Interplays : Supply or Price, but not Both?

Negative Yielding Debt is back at a record high

20 s Negative Yielding Debt Globally ($tr) 35%
as % of Global Agg

30%
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0 0%
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Real Bond Yield
usA EUR JPMN
8%
7%
6%
- 5%
- 4%
3%
- 2%
- 1%
' ' - 0% Near
I :;: lowest
e ever
1900 1925 1950 1975 2000 2025

Source: JP Morgan, Bloomberg, Market Watch, FT, Ice Data Services, FRED, Bridgewater Associates
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US corporate bonds ‘real yields' turn negative
Average yield minus breakeven inflation rate (%)
12
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Premium on riskiest US corporate debt hits seven-year low
Spread on triple C rated bonds (%)
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Scale of Historic Bull Runs
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Significant Role of Interest Rates in Current Valuations
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Low Future Rates Embedded in High Current Valuations

Global Stock Market Value Relative to GDP
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How to Spot Bubbles & Busts

Source : WSJ

The Hardest Bubble to Spot is the One You are in..
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Easy Money & Congenial Interest Rates are Necessary Conditions for Bubbles

Stock market bubbles happen at 85t percentile plus valuation 100% 98%
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Signs of Excesses

Subprime Crisis 2008
D

Dot-Com Crisis 2001

Japan Asset Crisis 1990

@y,

1989 1993 1997

Time taken to reach $1tn Mcap
Microsoft — 44 yrs.
Apple —42 yrs.
Amazon — 24 yrs.
Google — 22 yrs.

Time taken to lose $1tn Value
Cryptocurrencies — 1 day (May 12t 2021)

Source : Macrotrends, Sotheby, CNBC, Google, Census Bureau

2001 2005 2009

Magnitude of the move in AMC Entertainment
Berkshire Hathaway is up 61x over last 30 yrs.
Amazon is up 60x over the last 14 yrs.

AMC Entertainment is up 63x YTD

60.00

Covid-19 Crisis <
0

S50.00
40.00
30.00
20.00

10.00

Sotheby Company Sold for 3.7BS (17 June 2019)

20132

2017
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An Excess of Excesses ! Low Interest Regime Leading to Asset Reflation

® AMC Entertainment Holdings Inc Price % Change

SPAC Boom in the US
Number of SPAC IPOs in the US (2009-March 2021)
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GameStop Corp Price % Change
Express, Inc. Price % Change
BlackBerry Ltd Price % Change

* as of March 11, 2021 Jan 21 Feb'21
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US Equity ETF AUM: Leveraged Long vs Short
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Vantage Points : Liquidity Dependent, Inherently Interconnected and a Complex

Adaptive System

Microeconomics

Credit Criteria

Collateral / Credit

Hot Money
Macroeconomics
Financial Innovation
Cheap / Excessive Money
Moral Hazard

Psychology

Conspicuous Consumption
New-Era Thinking

Politics

Supply / Demand Manipulation
Regulatory Shift

Biology

Amateur Investors
Leadership View

Popular Media

Source : Flame

Hunt for yield, Lower spreads on historically low rates
Inflated asset prices, High LTV

Indexing, Leverage implied by derivatives

SPACs, Exotic ETFs & derivatives,
High volume, low cost debt

Loose monetary policy, Taper tantrum

High real estate price, NFT
Cryptocurrency, Digital Art & Space, Work From Home

Tariffs, Shipping bottlenecks, Semiconductor shortage, Commodity boom

Global minimum tax, Tech regulation

Gamification of stock market, lockdown pass time, Stimulus cheques
Transient inflation, Low interest rates, Debt monetization

Social Media, Reddit, Twitter

STOCKMARKETS

THE BIG BUTS

OF THE

Business India

g

Hiding the pain

H o7am. 175 523m

| Business

FLAME
' UNIVERSITY

Jezyk Angielski Biznesowy

oy

EMERGENCY

ANDTHE S 35 BILLION reason

The deadly coronavirus

pandemic signols the urgent L
need to bump up healthcare Y
spending to the targeted 2.5
percentof GOP
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Market Discounts Future, not Past! o

Brazil’s dismal decade

BOVESPA Index, Brazil (Brazilian Real)
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of Brazil
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Source: Macrotrends, The Economist Data till 8t" June 2021 41



Democracy, 'Dé

"We are proud of 3 Ds
- Narendra Modi




India : Country of Countries, Large Population, Large Domestic Market, Poor GDP
per Capita, but on the Path of Progress & Growth

Source :

GDP

(Latest, $ Bn)
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IIFL, CEIC, The Economist , World Bank, Axis Capital

Population :

Somalia
(Jammu & Kashmir)

A country of countries
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Decoding India’s Consumption Story

%
<
S,
(
India 1 Mexico
Population (Mn) ~ 110 ~130
Segment GDP ($ Bn) ~ 1000 ~ 1150
Per Capita Income (S) ~ 8800 ~ 9300

Populati
Segme
Per C

) (o}
o")

Q\
ek

Source: Sajit Pai Hootsuite We Are Social, UN, Google Temasek SE Asia, BofA Global Research estimates, Economic Times

T FLAME

Period of demograpllic dividend in large economies

END QF
DEMOGRAPH
DIVIDEND

| | |
1960 1970 1980 1990 2000 2010 2020 2030 2040 2050 2060

Population (Mn) 1,440 1,366

Population mix

- Boomers 23% 13% 14% 28%
-Gen X 25% 18% 21% 20%
- Millennials 23% 24% 23% 21%
-GenZ 24% 36% 34% 26%
- Gen Alpha 6% 8% 9% 6%
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Debt/GDP Declined in India, Risen in China

GDP USS$ 1 trillion l—

Population Bn I

Mortgages % F

Inflation % :

Urbanization % E

0 50 100
M India-2019-20 [ China-2019-20  China-2004
100 Government Debt (% of GDP)

80

while Brazil & India have the highest government debt...
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Data till Q3 2020

Source : FRED, Bloomberg, Bank of International Settlements (BIS)

India : The only economy with a static total Debt-to-GDP ratio
over the past five years

Total debt = Government + Non-financial private sector

300% 290% 28 5%

178% 170%

257%

Thailand - [
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...private non-financial leverage is among the least for them.
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Data till Q3 2020
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Long-term Drivers in Place

Transition from unorganised(tax non-
compliant) to organised(tax compliant)

Formalisation of economy & labour

Simplification & digitisation of transactions

Traceability of transactions & value chains

PLI: Export champions & import substitution

Policy
Measures

Direct market linkages for agricultural
economy

DBT instead of subsidies, fastag vs toll booths

Structural Reforms

Digital transactions Market
Forces
Cyclical forces in real estate & financial
sector
Relief packages
Demand & supply shock
Shock to SMEs & MSMEs Covid19

Higher healthcare spend

Introduction to bankruptcy regulation & courts

RERA : regulating real estate transactions

Labour law reforms

Consumer
Behaviour

Low yield on fixed income

Rising healthcare spend

Rising technological disruption

Falling mortgage EMIs

Pent up demand on reopening

Increased financial liquidity
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India Stack : Evolving Public Infrastructure & Highways

USA vs India Vaccine Certificate

-

Ministry of Hessn & Family Wesmare
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Unified Payment Interface(UPI)

No. of Transactions Vs Amount Transacted

151,141 218,392 261,835 250,538  298,307.6 329,028 386,107 350,999 416,176 431,182 425,063 504,886 493,663
Apr-20 May-20 Jun-20 Jul-20 Aug-20 Sep-20 Qct-20 Nov-20 Dec-20 Jan-21 Feb-21 Mar-21 Apr-21
Amount Transacted(Rs Cr) ——Transactions(Bn) © MEDIANAMA

Source: DSP, Spark Capital, Medianama, ICEA, HSIE, Statista, cable.co.UK
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India Smartphone Shipment Trends (Mn) : Sharp Recovery
- - - i Sharp rise
in shipments
1Y:+17% post-COVID 54.3
3Y:+39%
5Y:+92%
Ll B G e il S s e S R R R B R R e
oMo e o e e oo No e o No o Mo o No No No oo No o No No Jo No Ho No No o loNo Nojo/
o O T e O T e T = N e NN e N e N e T e N
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Digitization & Productivity Gains to Drive GDP Growth -

3
India will g0 ffﬂm data poor to data rich nationin 3 Years ... * 'S‘PH— CONSENT Provides a modern privacy data sharing Based on MIT Open Personal
LAYER framework Data Store concept

CASHLESS Game changing electronic payment

LAYER systems & transition to cashless economy IMPS, AEPS, APB & UPI

e
o
<
-
("2}
!
(o]
=

PAPERLESS Rapidly growing base of paperless systems Aadhar e-KYC, E-sign, Digital
LAYER with billions of artifacts Locker

. X - . PRESENCE-LESS Unique digital biometric identity with Aadhar Authenticati
(3 . allowing data driven decision making for scale and LAYER open access of nearly a billion users e
inclusion!
Development of India Stack iai i i i
— 0o p T Indlfa is among 'fhe top two countries globally on many key dimensions
Rails B Aggregators of digital adoption.
Biometric Govt Open Lendi @ India No. 1 globally @ India No. 2 globally, behind China
Payment Rails Payments Benefit bank a/c— ending
- AEPS Payments Jan Dhan

- APBS Yojana

Instant
Remittances

Unified
Payment
Interface -

Layering of Innovation

- IMPS uPl
1.2 billion 12.3 billion 1.17 billion 560 million 354 million 294 million
Digital Digital Online people enrolled app downloads wireless-phone internet smartphone users engaged
Identity Rails Aadhar Verification Signature - Repository - in the world's in2018 subscribers subscribers devices in social media
—e-KYC eSign DigiLocker Iargest unique-
2010 2011 2012 2013 2014 2015 2016 2019 digital-identity
program

Source: ispirt, D’Silva et al. 2019, McKinsey & Co , Priori Data, Strategy Analytics, Telecom Regulatory Authority of India, Unique Identification Authority of India, We Are Social. 48



B# 51 AME

Road Map Ahead

"The clearest signal that a novel risk is emerging is anomalies—things that just don’t
make sense. This sounds obvious, but most anomalies are difficult for people to
recognize.”- The Risks You Can’t Foresee
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War Destroys Capital Assets, Pandemic makes them Idle (in the Short-Term) P
Wars Pandemics
No. Event Years Duration | Global Fatalities* Event Years Duration | Global Fatalities*
1 World War 2 1939-1945 6 Y 150-250m |Black Death 1331-1353 22 Y 2-3bn
2 World War 1 1914-1918 4 Y 80-120m |Spanish Flu 1918-1920 2 Y 150-200m
3 Thirty Years War 1618-1647 29 Y 70-130m |Plague in Kingdom of Naples 1656-1658 2 15-16m
4 Napoleonic Wars 1803-1814 11 Y 35-45m | Encephalitis Lethargica Pandemic 1915-1926 11 Y 6-7m
5 Seven Years War 1755-1762 7 Y 10-12m | Third cholera pandemic 1848-1854 6 Y 6-7m
6 First English Civil War 1642-1646 4 6-8m Plague in Spain 1596-1602 6 8-9m
7 Vietnam War 1963-1973 10 5-8m Asian Flu 1957-1958 1 Y 4.5-5.5m
8 Korean War 1950-1953 3 4-8m Russian Flu 1889-1890 1 Y 4-5m
9 American Civil War 1861-1864 3 4-6m Italian plague 1629-1631 2 3-4m
10 | Spanish Civil War 1936-1938 2 2-3m Hong Kong Flu 1968-1969 1 Y 2m
11 Franco-Spanish War 1648-1658 10 2-3m Great Plague of Seville 1647-1652 5 2m
12 Franco-Dutch War 1672-1677 5 2-3m Great Plague of London 1665-1666 1 1-1.5m
Avg. Duration 7.8 Avg. Duration 5.0
Med. Duration 5.5 Med. Duration 2.0
Notes: The 12 largest wars and pandemics measured by deaths, excluding regional wars and pandemics without economic data. *The fatalities data for wars and pandemics have both been re-scaled to today's global population.
Bond yields rise much more during wars than pandemics A flattened curve
& Consumer prices*, % change on a year earlier
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Transient Demand Shock in 2020 Leading to Transient Inflation in 2021 ?

Increased expression of
risk-taking & innovation

Boom in the number of
start-ups

Pandemic events
accelerate technology
adoption & automation

Wages tend to rise as
survivors are in a
stronger bargaining
position

Pandemics
encourage new
ways of
making money

Spending opportunities
vanish, risky to go
outside, thereby
increasing household-
saving rate

Spending rises post
pandemic, prompting
employment to recover

Policy-makers more
interested in reducing
unemployment than
reducing public debt &
inflation

Major political
changes &
social unrest

Pandemics accentuate
pre-existing inequalities,
causing social unrest
from masses

A\

Learnings
from Historical
Pandemics

Despite uncertainty,
GDP tends to bounce
back once spending
resumes

Savings rate
increases
initially

W

}
j

Issues in the
Future

Moral hazard of keeping
loose monetary & fiscal
policies

Darwinian outcomes :
leaders competitively
advantaged

Demand destruction vs
demand deferral (time
shifting)
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Commodity Prices Saw Upward Pressure in FY 21
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Long Term Declining Cost Curves Aiding Consumers

Annual Average Domestic Crude Oil Prices in US
(S/Barrel) (1946-March 2021)
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Lithium Battery Prices Plunge
Volume weighted average of lithium-ion battery price from all sectors
(in USD)
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The Cost & Speed of Computation

2021*
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Source : John C. McCallum, Gordon Moore, The Linley Group, Nielsen Norman Group, The Economist, Statista, Bloomberg, Ramez Naam
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Inflation : It’s a Matter of Degree & Persistency

Inflation is bad for
equities

Equities are inflation
resistant, for a while

Equities correct violently

Low initial equity
valuations reduce
investor downside

Equity

Equities for disinflation
within an inflationary era

Bonds are the worst
investment in an
inflation era

Commodities

Bonds

Work from home, work
from anywhere

Need for larger homes

Lessons for
Profiting from
Inflation

Real Estate

Rising input costs

=

Currency

Inflation is good for
gold & silver

Gold may be a leading
indicator of an
inflationary upwave

Commodity prices will
outperform commodity
stocks

Commodity prices have a
wide range of returns

Cryptocurrency,
Art, NFT,
Collectibles etc.

Inflation undermines the
value of currency

Low interest rates

Evolving regulations

\ Scarcity & novelty value
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Inflation Risks, Real & Expected, Remain a Key Monitorable

Market share gain for leaders coupled with

management leading to deleveraging of B/S
via improved cash flows

Booming Financial Markets : Up 27% from

onset of pandemic
) Low interest rates regime worldwide & high

M2 supply

Nifty 500 decoupled from broader

economy & GDP
PLI, Employee tax code, DBT & host of
( ~ | reforms aiding efficient companies
Financials & commodities seen driving profit Market-Economy
growth in nifty Disconnect in ' ) . _ )
Supply chain de-risking away from China
Short-term
Survivor Bias : Listed India Inc. emerging j [
Demonetisation, GST, ILFS, RERA, Covid19 cycle
Re-stocking of inventory amidst supply Profit margins on the rebound
chain disruptions )
Government spending to kick-start the
Vaccination drive fueling economy capex cycle

reopening hopes
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Questions... Ask Me Anything Except Stock Ideas!

“Not everything that can be counted counts, and
not everything that counts can be counted.”

UNIVERSITY

“If you’re not a little confused by what’s going on,
you don’t understand it. We’re in unchartered
territory... With everything boomed up so high

and interest rates so low, what’s going to happen

is the millennial generation is going to have a hell
of a time getting rich compared to our
generation.”
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Disclaimer

The material/ information on this presentation is for general information, education & noncommercial purposes only. Although the Firm may
provide data, information & content relating to investment approaches, the reader should not construe any such information or other material/
content available through this presentation as investment, tax or legal advice. The reader alone bears the sole responsibility of evaluating the
merits & risks associated with the use of any information/ content/ material provided in this presentation before making any decision. In
exchange for reading/ referring to any information/ content/ material provided in this presentation, you agree not to hold the Firm or its third-
party information providers liable for any possible claim for damages arising from any decision you make based on any information/ content/
material made available for general information, education & noncommercial purposes through this presentation. Because of the global nature
of the Internet, you agree to comply with all local rules with respect to your online conduct, including all laws, rules, codes, & regulations of the
country in which you reside & the country from which you access this presentation, including without limitation, all laws, rules, codes,
regulations, decrees, acts, orders, directives, legislation, bills, & statutes pertaining to tax, contracts, intellectual property, securities, e-
commerce, technology, computers, fraud, & privacy. This presentation will not be considered a solicitation for or offering of any investment
product or service to any person in any jurisdiction where such solicitation or offering would be illegal. Data & other materials appearing on this
presentation that are provided by third parties are believed by the Firm to be correct & obtained from reliable sources, but the Firm cannot
guarantee & is not responsible for their accuracy, timeliness, completeness, or suitability for use. The Firm is not responsible for, & does not
prepare, edit, or endorse, the content, or other materials on or available from any presentation owned or operated by a third party that is
linked to this presentation via hyperlink. The fact that the Firm has provided a link to a third party’s presentation does not constitute an implicit
or explicit endorsement, authorization, sponsorship, or affiliation by the Firm with respect to such presentation, its owners, providers, or
services. The reader will use any such third-party content at his/her own risk & the reader agrees that the Firm is not liable for any loss or
damage that the reader may suffer by using third-party presentations or any content, products, or other materials in connection therewith. The
Firm/ its associates/ affiliates reserve all copyrights & IPR (wherever applicable) in relation to the content, material, information & data
provided in the presentation. The content in the presentation is protected by copyright & no part or parts hereof may be modified, reproduced,
stored in a retrieval system, transmitted (in any form or by any means), copied, distributed, published, displayed, broadcasted, hyperlinked,
used for creating derivative works or used in any other way for commercial or public purposes.
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