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With or without Al

The exponential growth in market cap. of Al-related stocks in major DMs and
select EMs has been the key driver behind their recent large outperformance
versus RoW. The negligible presence of India in the Al-value chain and high
share of ‘traditional’ sectors in the Indian market may result in the Indian
market being shunned by global investors until the Al excitement moderates.

Al-driven stocks have been the primary driver of market cap. in major countries

The sharp increase in the market cap. of global technology stocks, primarily
driven by their exponential spending on Al-related computing power, has
resulted in the Al-related stocks and Al-heavy markets outperforming global
indices (see Exhibit 1). The major Al-related listed companies in the US, China,
Japan, South Korea and Taiwan contributed 14-58% of the incremental market
cap. of these countries over the past three years (see Exhibits 2-6). The recent
announcements of Al-related stocks (see Exhibit 7) and consequent increase in
stock prices suggest that global markets continue to chase the narrative.

Market cap. of India continues to be dominated by ‘traditional’ industries

Our analysis of the market cap. of top-25 Indian stocks over the past three years
shows that the Indian market continues to be dominated by traditional (or even
sunset) sectors (see Exhibit 8). We note that most of these companies have
delivered modest revenue/moderate PAT growth over the past three years, even
as they continue to enjoy elevated multiples (see Exhibit 9). The market’s
expectation of Indian stocks appears to be driven solely by expectations of
industry growth led by per capita income growth.

The ongoing decline in global cost of capital may continue to benefit Al-theme

The recent cut in US Federal Fund rates, with expectations of a 50 bps cut in
interest rates over the next 12 months (see Exhibits 10-11), is likely to reduce
the global cost of capital over this period. This could sustain the market'’s faith
in the Al narrative and allow global risk capital to continue to take an expansive
view of (1) the large investment into computing power by Al-related companies
and (2) the low cashflow generation of Al-related stocks. Exhibit 12 shows the
current market cap. of Al-value chain versus major markets.

India may not benefit much from an increase in foreign flows of risk capital

The lack of integration of India in the global-Al value chain and high valuations
for most sectors and stocks in India have resulted in India being a natural
funding market for Al-theme-driven global capital flows. India’s best hope to
regain interest from global risk capital could be a deflation of the Al bubble.
Most observers agree about a bubble but there is no consensus on the duration
and magnitude or even the nature of the bubble. Nonetheless, a sharp decline
in the global cost of capital may still favor select Indian companies, which are
currently delivering high growth but are generating low cashflows (see Exhibit
13).
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NEW RELEASE

Key estimates summary

2026E
Nifty estimates
Earnings growth (%) 10.1
Nifty EPS (Rs) 1,097
Nifty P/E (X) 23.7
Macro data
Real GDP (%) 6.5
Avg CPl inflation (%) 2.1

2027E

16.3
1,281
20.3

6.5
4.1

Source: Company data, Kotak Institutional Equities estimates

2028E

13.8
1,460
17.8

6.5
4.0

Quick Numbers

Bloomberg Al Index is up 67% and 48% in the past six

and 12 months

Bloomberg Al Index is the second-largest market cap.

in the world after the US market

Eight Al stocks have accounted for 50% of the

increase in the US market cap. in the past three years
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KOTAK INSTITUTIONAL EQUITIES

Al stocks have delivered sharp outperformance versus rest of the world in CYTD25
l Exhibit 1: Performance of Bloomberg Al Index, SPX Index and Nifty Index (base=100)
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Source: Bloomberg, Kotak Institutional Equities
The recent surge in market capitalization in China has been significantly driven by Al-related stocks
l Exhibit 2: Current and 3Y back top-25 companies by market cap. in China
Current 3Y back
Market cap. Market cap.
Company GICS Sector (USS$ bn) Company GICS Sector (USS$ bn)
Tencent Holdings Communication Services 767 Tencent Holdings Communication Services 252
Alibaba Group Holding Consumer Discretionary 423 Kweichow Moutai Co-A Consumer Staples 232
Agricultural Bank of China-H Financials 386 Ind & Comm Bk of China-H Financials 191
Ind & Comm Bk of China-H Financials 365 Alibaba Group Holding Consumer Discretionary 166
China Construction Bank-H Financials 271 China Construction Bank-H Financials 135
Contemporary Amperex Techn-H Industrials 258 China Mobile-H Communication Services 131
Kweichow Moutai Co-A Consumer Staples 251 Agricultural Bank of China-H Financials 129
China Mobile-H Communication Services 243 Contemporary Amperex Techn-A Industrials 125
Bank of China-H Financials 237 Petrochina Co-H Energy 114
Petrochina Co-H Energy 229 Bank of China-H Financials 114
Foxconn Industrial Interne-A Information Technology 218 Meituan-Class B Consumer Discretionary 98
China Life Insurance Co-H Financials 154 China Merchants Bank-H Financials 91
China Merchants Bank-H Financials 148 AlIA Group Financials 90
Xiaomi Corp-Class B Information Technology 148 BYD Co-H Consumer Discretionary 86
Ping An Insurance Group Co-H Financials 143 China Life Insurance Co-H Financials 84
BYD Co-H Consumer Discretionary 129 Ping An Insurance Group Co-H Financials 83
CNOOC-H Energy 126 China Shenhua Energy Co-H Energy 72
China Shenhua Energy Co-H Energy 118 Wauliangye Yibin Co-A Consumer Staples 71
Zijin Mining Group Co-H Materials 115 China Petroleum & Chemical-H Energy 63
AlA Group Financials 99 China Yangtze Power Co-A Utilities 63
China Yangtze Power Co-A Utilities 98 Cnooc-H Energy 59
Postal Savings Bank of Chi-H Financials 98 JD.Com Inc-Class A Consumer Discretionary 58
Semiconductor Manufacturi-H Information Technology 97 Nongfu Spring Co-H Consumer Staples 57
Netease Inc Communication Services 90 Shenzhen Mindray Bio-Medic-A Health Care 54
China Petroleum Energy 88 Longi Green Energy Technol-A Information Technology 50
Al companies 1,653 417
Top-25 companies market cap. 5,299 2,668
Total market cap. 13,240 8,999

Source: Bloomberg, Kotak Institutional Equities
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The recent surge in market capitalization in Japan has been largely driven by Al-related stocks

l Exhibit 3: Current and 3Y back top-25 companies by market cap. in Japan

Company

Toyota Motor Corp.
Softbank Group Corp.
Mitsubishi Ufj Financial
Sony Group Corp.

Hitachi

Fast Retailing Co.
Advantest Corp.

Nintendo Co.

Sumitomo Mitsui Financial
Tokyo Electron

Keyence Corp.

Mitsubishi Heavy Industries
Mitsubishi Corp.

NTT Inc.

[tochu Corp.

Mizuho Financial Group Inc
Recruit Holdings Co.
Chugai Pharmaceutical Co.
Tokio Marine Holdings Inc.
Mitsui & Co.

Softbank Corp.

Kddi Corp.

Japan Tobacco Inc.
Shin-Etsu Chemical Co.
Mitsubishi Electric Corp.

Al companies

Top-25 companies market cap.

Total market cap.

Current

GICS Sector

Consumer Discretionary
Communication Services
Financials

Consumer Discretionary
Industrials

Consumer Discretionary
Information Technology
Communication Services
Financials

Information Technology
Information Technology
Industrials

Industrials
Communication Services
Industrials

Financials

Industrials

Health Care

Financials

Industrials
Communication Services
Communication Services
Consumer Staples
Materials

Industrials

Source: Bloomberg, Kotak Institutional Equities

Market cap.

(US$ bn)
328
255
183
170
148
114
111
109
104
102
96
99
97
94
92
83
78
75
73
72
68
67
64
59
58
669
2,800
7,634

Company

Toyota Motor Corp.
NTT Inc.

Keyence Corp.

Sony Group Corp.
Softbank Group Corp.
Kddi Corp.

Mitsubishi Ufj Financial
Daiichi Sankyo Co.
Fast Retailing Co.
Nintendo Co.

Recruit Holdings Co.
Oriental Land Co.
Softbank Corp.

Daikin Industries
Hitachi

Shin-Etsu Chemical Co.
Tokyo Electron

Takeda Pharmaceutical Co.

Honda Motor Co.

Itochu Corp.

Mitsubishi Corp.

Denso Corp.

Chugai Pharmaceutical Co.
Sumitomo Mitsui Financial
Tokio Marine Holdings Inc.

3Y back

GICS Sector

Consumer Discretionary

Communication Services
Information Technology

Consumer Discretionary

Communication Services
Communication Services
Financials

Health Care

Consumer Discretionary

Communication Services
Industrials

Consumer Discretionary

Communication Services
Industrials

Industrials

Materials

Information Technology

Health Care

Consumer Discretionary

Industrials

Industrials

Consumer Discretionary

Health Care

Financials

Financials

Market cap.

(USS$ bn)
226
100
92
85
74
68
63
62
59
53
52
49
47
44
44
44
42
42
41
41
40
39
39
39
37
295
1,522
4,931
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The recent surge in market capitalization in South Korea has been largely driven by Al-related stocks

l Exhibit 4: Current and 3Y back top-25 companies by market cap. in South Korea

Company

Samsung Electronics Co.
SK Hynix Inc

LG Energy Solution
Samsung Biologics Co.
Doosan Enerbility Co.
Hyundai Motor Co.

HD Hyundai Heavy Industries
Hanwha Aerospace Co.

Kia Corp

KB Financial Group Inc
Hanwha Ocean Co.

Naver Corp

Celltrion Inc.

Samsung C&T Corp

SK Square Co.

Shinhan Financial Group
Hd Korea Shipbuilding & Offs
Samsung Life Insurance Co.
Hd Hyundai Electric Co.
Kakao Corp.

Hyundai Mobis Co.

LG Chem

Korea Electric Power Corp
Samsung Heavy Industries
Samsung SDI Co.

Al companies

Top-25 companies market cap.

Total market cap.

Current

GICS Sector
Information Technology

Information Technology
Industrials

Health Care

Industrials

Consumer Discretionary
Industrials

Industrials

Consumer Discretionary
Financials

Industrials
Communication Services
Health Care

Industrials

Industrials

Financials

Industrials

Financials

Industrials
Communication Services
Consumer Discretionary
Materials

Utilities

Industrials

Information Technology

Source: Bloomberg, Kotak Institutional Equities

Market cap.
(USS$ bn)
434
291
81
62
40
38
37
36
32
31
30
28
28
27
27
25
23
22
22
20
20
20
19
19
19
744
1,433
2,649

Company

Samsung Electronics Co.
LG Energy Solution
Samsung Biologics Co.
SK Hynix Inc

Samsung SDI Co.

LG Chem

Hyundai Motor Co.
Naver Corp.

Celltrion Inc

Kia Corp.

Kakao Corp.

Samsung C&T Corp.
Posco Holdings Inc
Hyundai Mobis Co.

KB Financial Group Inc
Shinhan Financial Group
SK Innovation Co.
SK'Inc

Posco Future M Co.
Samsung Life Insurance Co.
Lg Electronics Inc

Kt&G Corp.

Korea Zinc Co.

LG Corp.

Hana Financial Group

3Y back

GICS Sector
Information Technology
Industrials

Health Care

Information Technology
Information Technology
Materials

Consumer Discretionary
Communication Services
Health Care

Consumer Discretionary
Communication Services
Industrials

Materials

Consumer Discretionary
Financials

Financials

Energy

Industrials

Industrials

Financials

Consumer Discretionary
Consumer Staples
Materials

Industrials

Financials

Market cap.
(USS$ bn)
248
86
44
42
35
31
25
19
19
19
16
16
15
14
14
13
11
11
11

9
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326
743
1,443
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The recent surge in market capitalization in Taiwan has been primarily driven by Al-related stocks

l Exhibit 5: Current and 3Y back top-25 companies by market cap. in Taiwan

Company

Taiwan Semiconductor

Hon Hai Precision Industry
Delta Electronics Inc
Mediatek Inc.

Fubon Financial Holding Co.
Quanta Computer Inc.
Chunghwa Telecom Co.
Ase Technology Holding Co.
Cathay Financial Holding Co.
Ctbc Financial Holding Co.
Wiwynn Corp.

Mega Financial Holding Co.

United Microelectronics Corp.

Accton Technology Corp.
Asustek Computer Inc.

Asia Vital Components
Yageo Corporation

E.Sun Financial Holding Co.
Wistron Corp.

TS Financial Holding Co.
Yuanta Financial Holding Co.
Lite-On Technology Corp.
Uni-President Enterprises Co.
Elite Material Co.

Formosa Petrochemical Corp.

Al companies

Top-25 companies market cap.

Total market cap.

Current

GICS Sector
Information Technology

Information Technology
Information Technology
Information Technology
Financials

Information Technology
Communication Services
Information Technology
Financials

Financials

Information Technology
Financials

Information Technology
Information Technology
Information Technology
Information Technology
Information Technology
Financials

Information Technology
Financials

Financials

Information Technology
Consumer Staples
Information Technology
Energy

Source: Bloomberg, Kotak Institutional Equities

Market cap.
(USS$ bn)

1,275
119
85

68

42

38

33

32

31

28

26

20

19

19

17

18

17

16

16

15

15

14

15

15

14
1,446
2,006
3,260

Company

Taiwan Semiconductor Manufac

Hon Hai Precision Industry
Mediatek Inc

Chunghwa Telecom Co.
Formosa Petrochemical Corp.
Delta Electronics Inc.

Fubon Financial Holding Co.
Nan Ya Plastics Corp.
Formosa Plastics Corp.
Cathay Financial Holding Co.
United Microelectronics Corp.
China Steel Corp.

Mega Financial Holding Co.
Formosa Chemicals & Fibre
Ctbc Financial Holding Co.
Uni-President Enterprises Co.
Ase Technology Holding Co.
Taiwan Cooperative Financial
Taiwan Mobile Co.

E.Sun Financial Holding Co.
First Financial Holding Co.
Hotai Motor Company
Evergreen Marine Corp.

Hua Nan Financial Holdings
President Chain Store Corp.

3Y back

GICS Sector
Information Technology
Information Technology
Information Technology
Communication Services
Energy

Information Technology
Financials

Materials

Materials

Financials

Information Technology
Materials

Financials

Materials

Financials

Consumer Staples
Information Technology
Financials
Communication Services
Financials

Financials

Consumer Discretionary
Industrials

Financials

Consumer Staples

Market cap.
(USS$ bn)
313
44
29
27
24
21
20
17
16
15
15
13
13
13
12
12
11
11
10
10
10
10
9
9
9
363
693
1,399
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The recent surge in market capitalization in the US has been primarily driven by Al-related stocks

l Exhibit 6: Current and 3Y back top-25 companies by market cap. in the US

Company

Nvidia Corp.

Microsoft Corp.

Apple Inc

Alphabet Inc

Amazon.Com Inc

Meta Platforms Inc-Class A
Broadcom Inc

Tesla Inc

Berkshire Hathaway Inc-Cl A
JPMorgan Chase & Co
Walmart Inc

Oracle Corp

Eli Lilly & Co

Visa Inc-Class A Shares
Mastercard Inc - A

Exxon Mobil Corp

Palantir Technologies Inc-A
Netflix Inc

Johnson & Johnson
Advanced Micro Devices
Costco Wholesale Corp.
Abbvie Inc

Bank of America Corp.
Home Depot Inc

Procter & Gamble Co/The
Al companies

Top-25 companies market cap.

Total market cap.

Current

GICS Sector
Information Technology

Information Technology
Information Technology
Communication Services
Consumer Discretionary
Communication Services
Information Technology
Consumer Discretionary
Financials

Financials

Consumer Staples
Information Technology
Health Care

Financials

Financials

Energy

Information Technology
Communication Services
Health Care

Information Technology
Consumer Staples
Health Care

Financials

Consumer Discretionary
Consumer Staples

Source: Bloomberg, Kotak Institutional Equities

Market cap.

(US$ bn)
5,031
4,025
4,002
3,324
2,456
1,888
1,823
1,535
1,026
840
817
785
770
672
501
496
472
466
450
429
404
398
389
376
348
20,994
33,724
72,300

Company

Apple Inc

Microsoft Corp.

Alphabet Inc-Cl C
Amazon.Com Inc

Tesla Inc

Berkshire Hathaway Inc-Cl B
Unitedhealth Group Inc
Exxon Mobil Corp
Johnson & Johnson

Visa Inc-Class A Shares
Walmart Inc

Jpmorgan Chase & Co
Chevron Corp.

Eli Lilly & Co.

Nvidia Corp.

Procter & Gamble Co/The
Mastercard Inc - A

Home Depot Inc

Bank of America Corp.
Pfizer Inc

Abbvie Inc

Coca-Cola Co/The

Merck & Co. Inc.

Pepsico Inc

Meta Platforms Inc-Class A

3Y back

GICS Sector
Information Technology

Information Technology
Communication Services
Consumer Discretionary
Consumer Discretionary
Financials

Health Care

Energy

Health Care

Financials

Consumer Staples
Financials

Energy

Health Care

Information Technology
Consumer Staples
Financials

Consumer Discretionary
Financials

Health Care

Health Care

Consumer Staples
Health Care

Consumer Staples
Communication Services

Market cap.

(US$ bn)
2,439
1,730
1,224
1,045
719
651
519
456
455
442
386
369
354
344
336
319
316
303
289
261
259
259
256
250
247
5,977
14,231
41,265
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Al companies are currently investing among themselves to build a large eco-system

l Exhibit 7: Companies that have signed major deals with OpenAl

Deal value
Partner/investor (US$ bn) Date Comment
) ) Microsoft and OpenAl announced a restructuring deal, whereby Microsoft will hold 27% stake in

Microsoft 135 Oct-25 OpenAl and allow OpenAl to raise capital easily and ultimately do an IPO

Broadcom 350 Oct-25 OpenAl agreed to purchase 10 GW of computer chips from Broadcom

AMD 100 0ct-25 OpenAl to purqhase 6 GW of AMD GPUs; gives option to OpenAl to own 10% of AMD, based on
deployment milestones

Broadcom 10 Sep-25 Develop custom Al chips (XPUs) for OpenAl to reduce reliance on Nvidia GPUs

Coreweave 29 oYTD25 Provides GPUaaS infrastructure optimized for Al workloads; Coreweave issued OpenAl 8.75M
Class A shares accounted for as a contra-revenue asset

Google 25 oYTD25 Strgteglc cloud |nfr§ partnership; to generate US$3-5 bn of revenues for Google Cloud; Alphabet
to invest US$25 bn in data centers

Microsoft 13 2019 onwards  Invested over multiple funding rounds

Nvidia 100 Sep-25 Strategl_c partngrshlp with OpenAl deploying at least 10 GWs of Nvidia GPUs; Nvidia received
non-voting equity

Oracle 300 Sep-25 QpenAI signed a contract to purchase USS300 bn in cloud computing power from Oracle over
five years

Samsung NA Oct-25 Samsung Electronics will supply advanced memory chips for OpenAl's "Stargate” initiative

SK Group NA 0ct-25 SK Hynix .LOI to supply HBM to OpenAl; MOU WI'Fh SK Telecom to collaborate on development,
construction and operation of an Al data center in Korea

Softbank 40 0ct-25 One of the largest shareholders; Softbank to spend USS3 bn/year on OpenAl technologies

across group companies

Source: Companies, media reports, Kotak Institutional Equities
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Market cap. of India continues to be dominated by 'traditional' sectors

l Exhibit 8: Current and 3y back top-25 companies by market cap. in India

Current
Market cap.
Company GICS Sector (US$ bn)
Reliance Industries Energy 228
HDFC Bank Financials 175
Bharti Airtel Communication Services 140
TCS Information Technology 124
ICICI Bank Financials 110
SBI Financials 98
Bajaj Finance Financials 74
Infosys Information Technology 70
Hindustan Unilever Consumer Staples 66
Life Insurance Corporation Financials 64
Larsen & Toubro Industrials 62
ITC Consumer Staples 60
Maruti Suzuki India Consumer Discretionary 58
Mahindra & Mahindra Consumer Discretionary 49
Kotak Mahindra Bank Financials 48
HCL Technologies Information Technology 47
Sun Pharmaceutical Health Care 46
Axis Bank Financials 44
Ultratech Cement Materials 40
Bajaj Finserv Financials 38
NTPC Utilities 38
Titan Co. Consumer Discretionary 38
ONGC Energy 36
Eternal Consumer Discretionary 36
Adani Ports and SEZ Industrials 36
Top-25 companies market cap. 1,826
Total market cap. 5,350

Source: Bloomberg, Kotak Institutional Equities

Company

Reliance Industries
TCS

HDFC Bank

Infosys

ICICI Bank

Hindustan Unilever
State Bank of India
Bharti Airtel

HDFC

Bajaj Finance

ITC

Adani Total Gas

Life Insurance Corporation
Adani Enterprises
Kotak Mahindra Bank
Adani Energy Solutions
Adani Green Energy
Asian Paints

Maruti Suzuki India
L&T

HCL Technologies
Avenue Supermarts
Axis Bank

Bajaj Finserv

Titan Co.

3y back

GICS Sector

Energy

Information Technology
Financials

Information Technology
Financials

Consumer Staples
Financials
Communication Services
Financials

Financials

Consumer Staples
Utilities

Financials

Industrials

Financials

Utilities

Utilities

Materials

Consumer Discretionary
Industrials

Information Technology
Consumer Staples
Financials

Financials

Consumer Discretionary

Market cap.
(USS$ bn)

208
141
101
78

76

72

62

58

54

52

52

48

46

46

46

45

40

36

35

34

34

34

34

32

30
1,495
3,304
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A number of the top-25 Indian companies delivered moderate growth over the past three years

I Exhibit 9: Earnings growth and valuation data for top-25 companies by market cap. in India, March fiscal year-ends, 2026E-28E

Market cap. 3y CAGR (%) P/E (X) P/B (X)
Company GICS Sector (USS bn) Net sales PAT 2026E 2027E 2028E 2026E 2027E 2028E
Reliance Industries Energy 228 11 6 270 221 191 2.2 2.0 1.8
HDFC Bank Financials 175 18 22 204 176 155 2.8 2.5 2.2
Bharti Airtel Communication Services 140 14 100 403 295 230 9.1 7.6 6.3
TCS Information Technology 124 10 8 209 200 184 10.5 9.6 8.8
ICICI Bank Financials 110 18 26 192 174 156 3.0 2.6 2.3
SBI Financials 98 12 31 144 115 10.0 1.8 1.6 1.4
Bajaj Finance Financials 74 27 34 319 255 202 59 5.0 4.2
Infosys Information Technology 70 10 6 219 204 186 6.0 5.8 8.3
Hindustan Unilever Consumer Staples 66 6 9 56.4 505 456 121 117 113
Life Insurance Corporation Financials 64 7 127 11.3 108 10.8 3.4 2.8 2.3
Larsen & Toubro Industrials 62 18 19 302 241 203 6.0 52 4.4
ITC Consumer Staples 60 7 9 254 235 218 7.4 7.1 6.8
Maruti Suzuki India Consumer Discretionary 58 20 58 290 253 232 49 44 39
Mahindra & Mahindra Consumer Discretionary 49 26 33 283 256 236 55 46 4.0
Kotak Mahindra Bank Financials 48 19 22 19.5 225 188 2.5 2.4 2.1
HCL Technologies Information Technology 47 11 9 238 219 203 57 54 5.0
Sun Pharmaceutical Health Care 46 11 14 358 303 253 5.1 4.5 39
Axis Bank Financials 44 18 27 166 128 11.1 2.0 1.7 1.5
Ultratech Cement Materials 40 13 8 406 348 283 4.6 42 3.8
Bajaj Finserv Financials 38 23 25 251 204 162 4.5 39 3.3
NTPC Utilities 38 12 12 139 131 123 16 15 14
Titan Co. Consumer Discretionary 38 28 19 71.5 612 520 221 17.6 141
ONGC Energy 36 8 9) 6.1 56 54 08 07 07
Eternal Consumer Discretionary 36 69 (176) 560.8 1339 69.6 9.6 9.0 7.8
Adani Ports and SEZ Industrials 36 25 26 233 205 173 4.3 3.6 3.1
Notes:
(a) KMB data is based on Bloomberg consensus estimates.
(b) HDFCB data is distorted by merger with HDFC.
Source: Bloomberg, Kotak Institutional Equities estimates
Global bond yields have seen moderate decline recently, except for Japan
I Exhibit 10: Trend in 10-year benchmark yields across major DMs (%)
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Source: Bloomberg, Kotak Institutional Equities
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Market expects 50 bps rate cut in CY2026

I Exhibit 11: Implied probabilities of upper end of Fed funds rate, October 2025 (%)

FOMC meeting dates

10-Dec-25
28-Jan-26
18-Mar-26
29-Apr-26
17-Jun-26
29-Jul-26
16-Sep-26
28-Oct-26

9-Dec-26
27-Jan-27
17-Mar-27

2.25

0.1
0.2
0.2

Source: CME, Kotak Institutional Equities

2.5

0.2
0.6
1.2
1.5
1.4

2.75

0.5
2.2
3.6
53
5.9
5.8

Federal funds rate (%)

3.00

1.6
4.8
9.8
12.3
14.6
15.4
15.1

3.25

2.6
1.2
17.5
23.0
24.5
254
256
253

3.50

9.8
17.2
29.6
31.6
30.8
294
278
271
27.1

3.75

26.5
37.1
38.3
354
29.7
234
207
18.2
17.4
17.7

4.00
70.4
55.0
41.5
334
18.8
13.6
9.1
7.7
6.4
6.1
6.4

4.25
29.6
18.5
11.6
8.5
3.5
2.3
1.4
1.1
0.9
0.9
1.0

Al stocks have a market cap. second only to the US

I Exhibit 12: Market cap. of Bloomberg Al Index versus market cap. of major markets, October 2025 (US$ tn)

80
70
60
50
40
30
20
10

Source: Bloomberg, Kotak Institutional Equities

Current market cap. (USS tn)

72
25
13
8
5 3
Bloomberg Al China India Japan South Korea Taiwan us
Index
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Companies with back-ended cash flows see sharper increase in their NPV on lower cost of equity

I Exhibit 13: Hypothetical example of DCF valuation of two companies—Company A with back-ended cash flows and Company B with

uniform cash flows

(1) 11% discount rate
FCF-Company A (400) (300) (200) (100)
Discounted FCF (@11%)  (360) (243) (146)  (66)
FCF-Company B 50 50 50 50
Discounted FCF (@11%) 45 41 37 33
(2) 12% discount rate

FCF-Company A
Discounted FCF (@12%) (357) (239) (142) (64)
FCF-Company B 50 50 50 50
Discounted FCF (@12%) 45 40 36 32

Source: Kotak Institutional Equities estimates
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Ratings and other definitions/identifiers
Definitions of ratings

BUY. We expect this stock to deliver more than 15% returns over the next 12 months.

ADD. We expect this stock to deliver 5-15% returns over the next 12 months.

REDUCE. We expect this stock to deliver -5-+5% returns over the next 12 months.

SELL. We expect this stock to deliver <-5% returns over the next 12 months.

Our Fair Value estimates are also on a 12-month horizon basis.

Our Ratings System does not take into account short-term volatility in stock prices related to movements in the market. Hence, a particular Rating may

not strictly be in accordance with the Rating System at all times.

Distribution of ratings/investment banking relationships
Kotak Institutional Equities Research coverage universe
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70% - o o
Equities, within the specified category.
60% -
|:| Percentage of companies within each category for which
50% - Kotak Institutional Equities and or its affiliates has
provided investment banking services within the previous
12 months.
o
0% * The above categories are defined as follows: Buy = We
20.0% B expect this stock to deliver more than 15% returns over
30% A 27.6% the next 12 months; Add = We expect this stock to deliver
20.9% 22.6% 5-15% returns over the next 12 months; Reduce = We
20% - expect this stock to deliver -5-+5% returns over the next
12 months; Sell = We expect this stock to deliver less than
-5% returns over the next 12 months. Our target prices
10% A 51% 7.1% are also on a 12-month horizon basis. These ratings are
2.7% 2.7% used illustratively to comply with applicable regulations. As
0% of 30/09/2025 Kotak Institutional Equities Investment
BUY ADD REDUCE SELL Research had investment ratings on 297 equity securities.

Source: Kotak Institutional Equities

As of September 30, 2025

Coverage view

The coverage view represents each analyst’s overall fundamental outlook on the Sector. The coverage view will consist of one of the following
designations: Attractive, Neutral, Cautious.

Other ratings/identifiers

NR = Not Rated. The investment rating and fair value, if any, have been suspended temporarily. Such suspension is in compliance with applicable
regulation(s) and/or Kotak Securities policies in circumstances when Kotak Securities or its affiliates is acting in an advisory capacity in a merger or
strategic transaction involving this company and in certain other circumstances.

CS = Coverage Suspended. Kotak Securities has suspended coverage of this company.
NC = Not Covered. Kotak Securities does not cover this company.

RS = Rating Suspended. Kotak Securities Research has suspended the investment rating and fair value, if any, for this stock, because there is not a
sufficient fundamental basis for determining an investment rating or fair value. The previous investment rating and fair value, if any, are no longer in
effect for this stock and should not be relied upon.

NA = Not Available or Not Applicable. The information is not available for display or is not applicable.

NM = Not Meaningful. The information is not meaningful and is therefore excluded.
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