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Rising trend continues in DIl ownership BSE500 ownership as on March 2024
Market movers within the BSE500 universe have undergone a significant PubB"SCESOO holdings (%)

transformation in the past decade. The once dominant foreign 12

institutional investors (Fll) are no longer the sole drivers of the market. b

This shift is in tandem with the rise in domestic institutional investors (DII) 20 Promoter

whose ownership in the BSE500 universe is at an all-time high. Other DIL, 51
2

DIl today an equally dominant force '\é'utléa' —=
unds
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Historically, FIl played a pivotal role in India’s markets, especially during
CY09-14, benefitting from quantitative easing (QE) measures in
Developed Economies (DE). However, with the gradual tapering off of
these measures, there has been a noticeable shift. Since CY15, DIl have DIl share ininstitutional holdings at all-time high
emerged as a strong force, consistently overshadowing Fll inflows. This BSE500 - institutional holdings

shift underscores a broader transition from savings in physical assets to %0

financial ones, reflecting deeper domestic market penetration and an

Source: CapitaLine, Elara Securities Research
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evolving investment culture, driven by systemic investment plans (SIP). ”

Promoter ownership went up in H2FY24; Real estate leads 0 cerNe@ce oo T INNDY
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Promoter ownership rebounded recently after initially declining up to 585845858585485485¢8

CY19, primarily influenced by decreasing government stakes. Real estate m DIl =Fll

still has the highest promoter ownership while the rally in public sector o -

. L Source: CapitaLine, Elara Securities Research

banks (PSB) has pushed up ownership of the government within the

BSE500 universe. Top four stocks bought & sold by Fll in Q4FY24

Different trends in DIl and Fll activity i:g

Overall institutional ownership has declined from its peak on the back of ~_ 29

sustained selling from FIl as well as influenced by sector-specific ﬂocl ( ;;;

underperformance amid a cautious investment stance. Despite nominal 3 4 )

capital inflows recently, FIl have displayed a conservative approach, (6.0) _ .

particularly toward sectors, such as the BFSI, where there has been g % E g E g = E

significant retraction. Conversely, there is a slight increase in allocation § g g‘ 8 5 §§ E

toward commodity-oriented sectors albeit maintaining an Underweight Tg 5 3 5 %" I

position. In contrast, DIl have witnessed a slight uptick in their holdings, 2 - § 2

which is at record highs. This rise is supported by robust mutual fund - T

investments and a strategic Overweight on India’s consumption story. Note: Source: Capitaline, Elara Securities Research

Retail ownership at lows Top four stocks bought & sold by DIl in Q4FY24

Contrary to popular perception, data shows that direct retail investor :Z
ownership in stocks is close to all-time lows, close to 12%. This is despite _ 2:0
the record number of DMat account additions over the last few quarters. & 10
This suggests that the small investors are parking major parts of their g 00

money in domestic institutions and investing only a smaller part of their
corpus directly in equity markets.
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FIl — not the sole movers anymore

Domestic flows no longer play second fiddle to Fll flows as they did a few years ago. In light of enhanced liquidity
triggered by QE measures adopted by the DE alongside a favorable interest rate differential toward emerging markets
(EM), India experienced a robust influx of Fll flows during CY09-14. This phase saw a net infusion of USD 110bn from Fll
vs USD 12bn selling seen from DIl. However, with the tapering off of QE, the narrative took a pivot, with DIl stepping up
as the primary players, channeling USD 114bn into the markets compared to USD 47bn from FIl during CY15-23. We
note USD 70bn of DIl buying came in the past three years, a move underpinned by a buoyant retail investor participation
via the SIP route.

This historic shift has set the stage for a new era in India’s markets since CY15 wherein domestic flows have consistently
overshadowed those of FIl. The structural transition from savings in physical assets to financial ones has cemented the
role of domestic flows as the dominant force in the market. This fact was reflected in CY22 when despite geopolitical
uncertainty, inflation concerns, and challenging interest rate environment prompted Fll to withdraw USD 17bn, and the
Nifty corrected by a mere 6%. This shift also has resulted in reducing overall volatility within the India markets. Excluding
3.0 SD-plus events, average volatility, as implied by the VIX Index, has declined ~29% since CY15 compared to
CY07-14.

Exhibit 1: Fll equity inflows into India reduces...
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Exhibit 2: ...while that of DII picks up...
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Exhibit 3: ...resulting in a 29% decline in overall volatility

80 -+
70
60
50
40
30
20

(%)

N ® & & O O — — N M M § $ LNV YV N N 0O ©® 6 O O — — N mMm m <
¢ @ T T T T T T YT ITETITTOLYT OTOTOwnaAaq NN N
> £ € O £ L > Vv 3 0 a0 5 2 € € O 5 £ > 4¢Y 3 2 0 5 2 <€ < O 5
) T 9 7§ o 3 C o T 9 7§ o 3 c o ]
> 3 5 é = O s o ™ f 8 < > 3 5 2 = O s o ™ f 8 < > 3 8 é’ S
India Vix Average volatility ex +3SD events
Source: Bloomberg, Elara Securities Research
BSE500 ownership trend

Promoter ownership in the BSE500 universe has seen a gradual recovery since CY19. It is currently above its long-term
average. Institutional holdings present a contrasting scenario. Fll have reduced their stakes to an all-time low, dragged
by underperformances in overweight sectors and cautious sectoral stances despite inflows. On the domestic level, DIl
have seen a slight increase in their share, reaching near record levels, influenced by robust mutual fund investments and
strategic sectoral overweight. Retail participation has slightly decreased but shows continued strong interest in financials,
indicating sustained retail investor engagement despite market volatility.

Market confidence runs high

Promoter ownership across the BSE500 universe has declined from the beginning of our analysis until FY 19, primarily
due to a sharp decrease in government stakes. In contrast, private Indian promoters significantly raised their shares during
this time. Since FY19, overall promoter ownership has increased gradually, reaching 50.9% in Q4FY24 — a rise of 67bp
QoQ and 134bp YoY, the latter spike largely attributed to the HDFC merger with HDFC Bank.

Real estate continues to have the highest promoter ownership at 66.5%. Media saw the most growth in ownership on
the back of Saregama India’s addition to the BSE500 Index. Banks ownership surged by 342bp QoQ and 319bp YoY,
primarily driven by a ~23% rally in PSB, which led to an increase in government stake. Himadri Special, Amara Raja, and
Ambuja Cement saw the highest increase in their promoter stakes in Q4FY24. The stake sale in Whirlpool India and Swan
Energy contributed to a 300bp decline in promoter holdings in consumer discretionary.

Market confidence runs high as evidenced by the ratio that compares the number of companies where promoters have
increased their stakes to those where they have reduced them. The ratio touched a high of ~1.2 in June 2020 when
investor confidence in the market was at its lowest and promoters stepped in to support prices. The current ratio stands
at ~0.2, down 35% YoY. This bodes well for the market as our regression analysis confirms a statistically significant inverse
relationship between the yearly change in the ratio and market returns on a one quarter forward basis.

Exhibit 4: Promoter holdings in the BSE500 universe at a four-quarter high
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Exhibit 5: Market confidence runs high
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Exhibit 6: Real estate continues to be the highest promoter-owned sector

Promoter holding (%) Change (bps)
Sector Mar-23 Dec-23 Mar-24 YoY QoQ
Auto 50.5 49.2 49.3 (128) 7
Bank 26.1 25.9 29.3 319 342
Cement 56.3 56.2 56.6 30 38
Consumer discretionary 52.1 49.5 46.5 _
Consumer staples 50.6 51.1 51.3 68 22
Energy 52.8 52.7 52.9 14 19
Financials 62.4 60.9 61.4 (100) 48
Health care 51.4 52.0 51.9 53 (1)
Industrials 51.3 51.2 52.3 107 115
Information technology 53.0 53.7 53.6 57 (9)
Materials 58.0 59.2 59.7 170 46
Metals 52.2 51.9 51.1 (111) (85)
Real estate 66.5 66.8 66.5 (5) (34)
Telecommunication services 56.7 56.7 55.9 (74) (81)
Transportation 58.2 63.0 61.8 361 (119)
Utilities 57.5 59.2 58.9 143 (31)
BSE500 49.5 50.2 50.9 134 67

Source: Capitalline, Bloomberg, Elara Securities Research

Decrease in holding Increase in holding

Dichotomy in institutional holdings
FIl holdings in BSE500 universe at an all-time low...

Institutional holdings have declined 108bp from its peak in March 2023 to 37% on the back of sustained selling from FII.
Despite seeing inflows of USD 1.4bn in Q4FY24, Fll share in the BSE500 has fallen 103bp YoY and 48bp QoQ to an all-
time low of 20.1%. This is in part explained by the underperformance of the BFSI space in Q4FY24, excluding which FlI
share in the listed space has increased by 26bp QoQ. Fll continue to play the India story via banks with an outsized but
incrementally tapered off overweight (OW) bet on the sector, remaining cautious about India’'s consumption narrative,
moving to OW position in consumer discretionary and maintaining underweight (UW) stance in consumer staples. Their
outlook on the industrials sector has become slightly more bearish while they continue to hold a negative view on
materials amid a global slowdown in the sector. Commodity-oriented sectors, such as metals and energy, saw a QoQ
increase in allocation, yet they continue to be predominantly UW.

Elara Securities (India) Private Limited
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Within private banks, FIl continue to favor HDFC Bank, ICICI Bank and Axis Bank. ITC has the highest OW position in

consumer staples despite seeing selling while they have increased their position in Reliance Industries. LIC, TCS and SBI
continue to be the largest UW position in the FIlI portfolio.

Exhibit 7: Fll ownership in the BSE500 universe at an all-time low
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Exhibit 8: Fll taper off their OW on banks and remain cautious on India’s consumption story
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Exhibit 9: Stocks that see the highest buying and selling momentum in the past two quarters
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Note: a stock demonstrates momentum if there is consistent buying or selling over two consecutive quarters; Source: CapitaLine, Elara Securities Research
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...while that of DII at an all-time high

The share of DIl in the BSE500 universe has increased by 4bp QoQ to 16.9%, a mere 4bp shy of its all-time high set in
Q4FY23. This increase aligns with robust net investment by MF during the period, bolstered by a steady rise in indirect
participation through the SIP route. Consequently, MF’s share in the BSE500 has reached an all-time high of 9.3%. Sector-
wise, DllIs have largely maintained their positions, with a notable yet reduced OW allocation in major banks. However,
they continue to adopt a cautious approach toward smaller companies in the sector. After six quarters, DIl have moved
to an OW position in consumer staples & healthcare and have increased their OW exposure in the energy sector. In
contrast, they remain UW in cement, consumer discretionary, and materials, although their outlook has improved.
Financials and real estate are the sectors that are the most UW by DII. Specifically within real estate, they are UW on
stocks, such as DLF, Lodha, and GPL, while maintaining a neutral stance on others.

The shift to an OW position in consumer staples primarily resulted from robust purchasing activity in ITC during the
quarter while DIl retain a neutral to UW stance in other companies within the sector. DIl continue to hold strong OW
positions in key banks, such as ICICI Bank and HDFC Bank. Larsen & Toubro and Infosys are companies where they
continue to be strong OW. On the other hand, LIC and TCS are marked by strong UW positions.

Exhibit 10: DIl ownership on an uptrend helped by sustained SIP flows
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Exhibit 11: DIl turn OW in consumer staples and healthcare
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Exhibit 12: Stocks see the highest buying and selling momentum in the past two quarters
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Note: a stock demonstrates momentum if there is consistent buying or selling over two consecutive quarters; Source: Capitaline, Elara Securities Research

Retail

Direct retail ownership in the BSE500 universe saw a slight decline, moderating by 24bp QoQ to 12.2% in the most recent
quarter. This represents a 28 1bp decline from the peak share of 15% observed in Q2FY18. Despite this drop, the relatively
modest drop indicates a sustained interest from retail investors in the equity markets amid heightened volatility. In terms
of sectoral allocation, retail investors have significantly increased their exposure to financials. The allocation to this sector
rose from 4% in Q3FY24 to 11% in Q4FY24, showcasing a robust addition to portfolios within this segment. Within
financials, IHFL experienced the most significant increase in retail share, followed by Paytm, indicating strong retail buying
interest. Conversely, BSE witnessed the highest decrease in retail share during the same period.
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Exhibit 13: Retail ownership declines by 24bp QoQ in Q4FY24, nearing September 2022 lows
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Exhibit 14: Strong retail participation visible in new investor registration

200 -+ : .
Outstanding number of investor accounts
_ 150 -
[<
E
100
50
0
NNt © 9 O ONNNINNO®IOBO®BO®O®OEO O & & O O OO0 ————=NNNNMMMM F
T U
o O 8 o O 8 o O 8 o O 8 o O 8 o O 8 g O 8 O O & O O &
3 80=380==38a0s38a0s380=32380=380=38a0=s38n0-=
ENSDL mCDSL

Source: CMIE, Elara Securities Research

Elara Securities (India) Private Limited




India Strategy ElaraCapital

Exhibit 15: Fll increase their share in mid & smallcaps in Q4FY24; retail remains invested more in smallcaps

Decile wise Promoter DIl Fll Retail
portfolio
Mar-24 QoQ (bp) QoQ (bp) Mar-24 QoQ (bp) Mar-24 QoQ (bp)
1 (63) (7)
39 18 (80) (126)
(31) 16 (101) (53)
(66) 16 9) 27
121 14 34 17 356
(26) 14 (94) 16 (132)
76 15 283 (25)
(129) (165) 14 65 228
52 (295) 258 189 (152)
10 53 (34) (70) 183 (79)

Note: Green highlights indicate increasing share QoQ while red highlights indicate decreasing share; Source: CapitaLine, Elara Securities Research
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Annexure
Exhibit 16: Sectoral OW and U\X/ ownership trend
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Disclosures & Confidentiality for non U.S. Investors

The Note is based on our estimates and is being provided to you (herein referred to as the “Recipient”) only for information purposes. The sole purpose of this Note
is to provide preliminary information on the business activities of the company and the projected financial statements in order to assist the recipient in understanding
/ evaluating the Proposal. Nothing in this document should be construed as an advice to buy or sell or solicitation to buy or sell the securities of companies referred
to in this document. Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment
in the securities of companies referred to in this document (including the merits and risks involved) and should consult its own advisors to determine the merits and
risks of such an investment. Nevertheless, Elara Securities (India) Private Limited or any of its affiliates is committed to provide independent and transparent
recommendation to its client and would be happy to provide any information in response to specific client queries. Elara Securities (India) Private Limited or any of
its affiliates have not independently verified all the information given in this Note and expressly disclaim all liability for any errors and/or omissions, representations
or warranties, expressed or implied as contained in this Note. The user assumes the entire risk of any use made of this information. Elara Securities (India) Private
Limited or any of its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in or deal as principal or
agent in or for the securities mentioned in this document. They may perform or seek to perform investment banking or other services for or solicit investment banking
or other business from any company referred to in this Note. Each of these entities functions as a separate, distinct and independent of each other. This Note is
strictly confidential and is being furnished to you solely for your information. This Note should not be reproduced or redistributed or passed on directly or indirectly
in any form to any other person or published, copied, in whole or in part, for any purpose. This Note is not directed or intended for distribution to, or use by, any
person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use
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Disclaimer for non U.S. Investors

The information contained in this note is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we
endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it will
continue to be accurate in the future. No one should act on such information without appropriate professional advice after a thorough examination of the
particular situation.

Disclaimer for U.S. Investors

This material is based upon information that we consider to be reliable, but Elara Capital Inc. does not warrant its completeness, accuracy or adequacy and it
should not be relied upon as such.

This material is not intended as an offer or solicitation for the purchase or sale of any security or other financial instrument. Securities, financial instruments or
strategies mentioned herein may not be suitable for all investors. Any opinions expressed herein are given in good faith, are subject to change without notice,
and are only correct as of the stated date of their issue. Prices, values or income from any securities or investments mentioned in this report may fall against the
interests of the investor and the investor may get back less than the amount invested. Where an investment is described as being likely to yield income, please
note that the amount of income that the investor will receive from such an investment may fluctuate. Where an investment or security is denominated in a
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investment to the investor. The information contained in this report does not constitute advice on the tax consequences of making any particular investment
decision. This material does not take into account your particular investment objectives, financial situations or needs and is not intended as a recommendation of
particular securities, financial instruments or strategies to you. Before acting on any recommendation in this material, you should consider whether it is suitable
for your particular circumstances and, if necessary, seek professional advice.

Certain statements in this report, including any financial projections, may constitute “forward-looking statements.” These “forward-looking statements” are not
guarantees of future performance and are based on numerous current assumptions that are subject to significant uncertainties and contingencies. Actual future
performance could differ materially from these “forward-looking statements” and financial information.
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