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A barbell rally; ditch some deadweights

The recent rally in the market seems to be a combination of (1) fundamentals
and (2) sentiment. On the one hand, the rally in BFSI stocks has driven the
rally in large-cap. indices while the revival in ‘narrative’ stocks has largely
driven the rally in mid- and small-cap. indices. We do not find value in most
parts of the market and earnings have seen downgrades in the past fortnight.

Different stocks for different folks

The rally of the past fortnight seems to be an odd mix of (1) fundamentals and
(2) sentiment; see Exhibits 1-2 for performance of various indices and sectors
over different periods of time. We can only speculate on the reasons for this
odd rally—(1) some investors may have found value in BFSI stocks, (2) some
may have rediscovered value in ‘narrative’ stocks, (3) others may have taken
solace from reducing FPI selling in the past month and inflows in the past week
(see Exhibit 3) and (4) FPIs may have returned to EMs with the ‘Trump’ trade
disappointing (see Exhibit 4 for performance of global markets).

Banks, NBFCs and insurance drove large-cap. rally

The BFSI sector has been a large contributor to the rally of the large-cap. indices
in the past month (see Exhibit 5 for contribution by key stocks in the MSCI India
Index). This is despite Street concerns around (1) moderation in credit growth,
(2) compression in NIMs, especially of private banks, on lower policy rates and
(3) higher credit costs. Valuations still seem reasonable (see Exhibits 6-7),
although the scope for re-rating is lower in Tier-1 banks and NBFCs. We struggle
to find value in most other sectors and stocks (see Exhibits 8-11) and the
market also feels the same way given the muted performance of the sectors.

‘Narrative’ stocks drove mid-cap. rally

‘Narrative’ stocks have seen a revival following the sharp correction in their
stock prices in the previous 6-9 months (see Exhibit 12) and have been one of
the key contributors to the rebound in mid- and small-cap. indices (see Exhibits
13-14). We have long struggled with the disconnect between the market caps
and the fundamentals of the 'narrative’ companies (see Exhibit 15). As an
example, IRFC (see Exhibit 16 for key financials) trades at 3X FY2026E BV and
25X FY2026E EPS (extrapolating recent quarterly results), while BOB, CBK, PNB
and UNBK trade at 0.8X-0.9X FY2026E BV and 5-7X FY2026E EPS.

Earnings have seen some downgrades meanwhile

We have seen moderate cuts to earnings estimates (see Exhibit 17) over the
past two weeks with the cuts stemming from (1) consumer staples on
continued weak demand conditions, (2) IT services (on demand uncertainty)
and (3) oil, gas & consumable fuels (on lower crude oil price assumptions). We
would not rule out further earnings downgrades over the next few months.
4QFY25 quarterly operating updates from companies over the next few days
will be critical apart from 4QFY25 results. We expect net profits of the Nifty-50
Index to grow 13.2% in FY2026 and 14.4% in FY2027 (see Exhibits 18-19).
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Key estimates summary

2025E 2026E 2027E
Nifty estimates
Earnings growth (%) 4.6 132 14.4
Nifty EPS (Rs) 1,031 1,167 1,335
Nifty P/E (X) 23.0 20.3 17.7
Macro data
Real GDP (%) 6.5 6.5 6.5
Avg CPI inflation (%) 4.8 42 41

Source: Company data, Kotak Institutional Equities estimates

Quick Numbers

Nifty-50 Index, Nifty Midcap 100 Index and Nifty
Smallcap 100 Index have given 5%, 5% and 5% returns
in the past one month and (-)0.2%, (-)9% and (-)14%
returns in the past three months

We expect net profits of the Nifty-50 Index to grow
4.6% and 13.2% in FY2025 and FY2026 and 8.7% and
13.9% without COAL, BPCL and HPCL (through ONGC)
in FY2025 and FY2026

Nifty-50 Index is trading at 20.3X FY2026E ‘EPS’ and
17.7X FY2027E ‘EPS’
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Recommended portfolio: Minor changes

We add Dr Lal Pathlabs (DLPL; 150 bps) to our recommended portfolio and reduce weight on Indigo
Aviation (40 bps to 150 bps) and Zomato (110 bps to 150 bps). DLPL stock is trading at 41X FY2026E
EPS, which seems reasonable in the context of its strong revenue and earnings growth prospects. We
expect FY2026E and FY2027E EPS to grow 14% and 14%. The stock is down 25% in the past six months
and 14% in the past three. The company has withstood new competition remarkably well and is poised
to lead the growth in demand for better healthcare services.

We reduce weight on our preferred discretionary consumption plays (INDIGO and ZOMATO) on (1)
growing sings of a possible slowdown in high-end consumption demand and (2) sector-specific issues
in the form of continued aggressive competition in the quick commerce space for Zomato.

Exhibit 20 is our recommended portfolio. We have a combined portfolio now for large-caps and mid-
caps. We still do not have a mid-cap. portfolio, as we do not find much value in most parts of the mid-
cap. space other than the BFSI sector. We have plentiful exposure to the BFSI sector through the large-
cap. names. We have added DLPL to the hitherto large-cap. portfolio given more options from the mid-
cap. space and limited options in the large-cap. space.

Indian indices have given decent returns over the past one month

I Exhibit 1: Performance of major Indian indices (%)
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Source: Bloomberg, Kotak Institutional Equities
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Strong rally across banks, capital goods, metals & mining and PSU stocks in the past month

I Exhibit 2: Performance of various sectors (%)
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FPI equity outflows at US$15 bn in CYTD25
I Exhibit 3: Net FPI flows, calendar year-ends, 2000-25 (US$ bn)
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Emerging markets outperformed developed markets in the past one month

I Exhibit 4: Performance (not annualized) of emerging and developed markets over period of time (%)

% change in local currency % change in USD

1-mo 3-mo 6-mo CYTD 1-yr 3-yr 5-yr 10-yr 1-mo 3-mo 6-mo CYTD 1-yr 3-yr 5-yr 10-yr
Developed markets
Australia (4) (3) ) 3) 2 7 59 35 (5) 2 (10) 1) ) (10) 68 9
France (1 1 7 10 1) 23 82 62 3 16 4 15 1) 21 82 61
Germany 3 16 22 16 26 61 133 94 7 21 18 20 26 58 132 93
Hong Kong 1 16 22 16 42 9 (1) (5) (1 16 22 16 43 10 1) (5)
Japan 3) 3) 0) 5) 7) 34 93 94 3) 1 (4) 1) (6) 9 43 54
Singapore 1 5 10 4 24 16 58 15 1 7 6 7 24 18 71 18
UK 0 7 6 10 16 52 26 3 10 2 10 12 14 67 10
US (Dow Jones) 2 2 2 0 8 22 101 141 ) 2 2 0 8 22 101 141
US (Nasdaq) ) () 1 (6) i 28 146 274 ) (9) 1 (6) i 28 146 274
US (S&P500) (4) (5) 1 ) i 27 133 181 (4) (5) 1 ) 1 27 133 181
MSCI World ?3) (1) 1 1 9 23 109 114
Emerging markets
Brazil 3 9 (0) 9 3 10 75 160 2 17 (5) 17 (10) (8) 52 45
MSCI China 1 18 26 19 41 9 2 11 1 18 26 19 42 9 1 11
MSCI India 4 @) (11) 2 7 39 191 166 5 @) (14) %) 4 24 158 95
Indonesia (8) (12) (19) (12) (15) (11) 58 16 (10) (14) (26) (14) (20) (23) 54 )
Korea M 7 1 (4) (4) 53 29 (4) 6 (8) 9 (13) (20) 28 3)
Malaysia (5) (6) (10) (8) (2) (6) 14 17) (5) (5) (16) (7) (10) 13 (31)
Mexico @ 7 (1) 6 ) (5) 48 22 m 7 (4) 10 (23) (6) 79 (®)
Philippines 1 (6) (16) (6) (10) (14) 23 (22) 2 (4) (18) (5) (12) (22) 9 (39)
Taiwan (6) (4) %) ©) 10 26 131 132 @) (5) (6) (4 6 9 112 119
Thailand (5) (15) (19) (15) (14) (29) 10 (21) (6) (15) (22) (15) (7) (30) 6 (24)
MSCI EM ) 5 ) 6 10 1 36 18

Source: Bloomberg, Kotak Institutional Equities

BFSI stocks were the top contributor while IT Services stocks were the top detractors to the performance of MSCI India Index in the
past one month

I Exhibit 5: Contribution of stocks (top-30 and bottom-5) to the performance of the MSCI India Index in one month
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Most banks are trading at reasonable valuations
I Exhibit 6: 12 m forward P/B multiple of banks in KIE universe, March fiscal year ends, 2011-25E

12-m forward P/B multiple (X)

Company Sector Mar-11| Mar-12 Mar-13 Mar-14 Mar-15 Mar-16 Mar-17 Mar-18| Mar-19| Mar-20 Mar-21 Mar-22 Mar-23 Mar-24| Current
AU Small Finance Bank Banks NA NA NA NA NA NA NA 7.0 46 3.0 59 46 3.1 26 22
Axis Bank Banks 2.6 1.8 1.7 1.6 2.6 1.8 2.1 1.9 27 1.1 1.9 1.9 1.8 1.9 1.7
Bandhan Bank Banks NA NA NA NA NA NA NA 52 4.9 17 27 26 1.4 12 09
Bank of Baroda Banks 1.7 1.1 0.8 0.9 0.9 1.0 12 0.9 09 0.4 0.5 0.7 0.8 1.1 0.8
Canara Bank Banks 1.3 0.9 0.7 0.5 0.6 0.5 0.9 0.9 1.8 0.2 0.6 0.6 0.7 1.2 0.8
City Union Bank Banks 1.5 1.4 1.4 1.3 2.0 1.7 2.3 2.6 28 1.6 1.9 1.4 1.2 1.1 1.2
DCB Bank Banks 1.3 1.3 1.0 12 1.9 1.2 22 18 20 0.8 0.9 0.6 0.7 0.7 0.6
Equitas Small Finance Bank Banks NA NA NA NA NA NA NA NA NA NA 1.8 1.4 1.5 1.6 1.0
Federal Bank Banks 1.3 1.2 1.2 1.1 1.3 0.9 1.7 1.4 1.4 0.5 NA NA NA 1.1 1)
HDFC Bank Banks 38 35 3.5 3.5 36 32 38 38 38 25 36 3.0 28 22 26
ICICI Bank Banks 22 1.6 1.7 1.8 2.1 1.5 1.8 17 23 1.7 25 27 27 29 3.0
Indusind Bank Banks 2.8 28 2.5 2.6 38 29 37 4.0 34 0.6 1.6 1.4 1.3 1.7 0.7
Karur Vysya Bank Banks 1.7 1.3 1.4 1.1 1.5 1.1 1.4 1.3 1.0 0.3 0.7 0.5 0.9 1.3 1)
Punjab National Bank Banks 1.6 1.1 0.7 0.8 0.7 0.6 1.0 0.6 1.0 0.4 0.5 0.4 0.6 1.3 08
State Bank of India Banks 1.9 1.7 1.4 1.3 1.6 1.2 1.5 1.2 1.4 0.8 1.3 1.5 1.3 17 1.5
Ujjivan Small Finance Bank Banks NA NA NA NA NA NA NA NA NA 1.4 1.6 0.9 1.0 1.4 1.0
Union Bank Banks 1.4 0.9 08 0.5 0.6 0.6 0.7 0.5 0.6 03 0.5 0.4 0.6 11 0.8

Source: FactSet, Kotak Institutional Equities

NBFCs are trading at fair valuations

I Exhibit 7: 12 m forward P/B multiple of financial stocks in KIE universe, March fiscal year-ends, 2011-25E

Company Sector Mar-11| Mar-12 Mar-13 Mar-14 Mar-15 Mar-16 Mar-17 Mar-18) Mar-19| Mar-20 Mar-21 Mar-22 Mar-23 Mar-24| Current
12-m forward P/B multiple (X)

Aavas Financiers Diversified Financials NA NA NA NA NA NA NA NA 4.7 3.9 7.0 6.4 3.4 2.4 3.1
Aadhar Housing Finance Diversified Financials NA NA NA NA NA NA NA NA NA NA NA NA NA NA 24
Aptus Value Housing Finance Diversified Financials NA NA NA NA NA NA NA NA NA NA NA 52 3.1 3.6 3.1
Bajaj Finance Diversified Financials 1.6 1.4 1.5 19 3.5 42 57 53 7.3 34 7.1 8.4 52 50 5.1
Cholamandalam Diversified Financials 1.6 1.6 1.8 16 2.6 2.8 3.2 3.8 3.2 13 4.1 4.5 39 43 4.5
Home First Finance Diversified Financials NA NA NA NA NA NA NA NA NA NA 2.7 39 32 33 3.1
L&T Finance Diversified Financials NA 1.6 2.1 18 1.4 15 2.6 2.8 20 0.6 1.2 0.9 09 1.6 1.4
LIC Housing Finance Diversified Financials 2.2 2.1 15 1.4 2.3 2.3 2.5 19 1.6 0.6 1.0 0.8 0.7 1.0 0.8
Mahindra & Mahindra Financial Diversified Financials 2.7 2.0 22 2.5 23 2.2 2.7 3.1 23 0.8 16 12 16 17 17
Muthoot Finance Diversified Financials NA 1.1 13 14 15 12 2.1 19 2.4 17 2.7 2.5 16 2.1 29
Shriram Finance Diversified Financials 3.0 1.9 1.8 18 2.4 2.0 20 23 1.7 0.7 1.6 1.1 1.0 1.6 2.1
12-m forward P/E multiple (X)

360 One Capital Markets NA NA NA NA NA NA NA NA NA 225 264 23 20 27 32
ABSL AMC Capital Markets NA NA NA NA NA NA NA NA NA NA NA 22 13 18 19
Computer Age Management Services ~ Capital Markets NA NA NA NA NA NA NA NA NA NA 37.4 34 29 35 85]
CRISIL Capital Markets 19.8 27.4 223 30.6 40.9 373 333 36.2 254 218 33.6 45 40 50 38
HDFC AMC Capital Markets NA NA NA NA NA NA NA NA 34.0 309 40.6 29 23 38 31
ICRA Capital Markets 16.1 18.0 15.8 241 411 392 449 337 224 19.9 355 32 27 31 28
Kfin Technologies Capital Markets NA NA NA NA NA NA NA NA NA NA NA NA 25 36 47
Nippon AMC Capital Markets NA NA NA NA NA NA NA 247 243 241 33.8 26 17 27 26
UTI AMC Capital Markets NA NA NA NA NA NA NA NA NA NA 189 20 14 15 16

Source: FactSet, Kotak Institutional Equities
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Most large-cap. consumption stocks are trading at expensive valuations

I Exhibit 8: 12-m forward P/E multiple of large-cap. consumption stocks in KIE universe, March fiscal year-ends, 2011-25E

12-m forward P/E multiple (X)

Company Sector Mar-11| Mar-12 Mar-13 Mar-14 Mar-15 Mar-16 Mar-17 Mar-18| Mar-19| Mar-20 Mar-21 Mar-22 Mar-23 Mar-24| Current
Bajaj Auto Automobiles & Components 14 14 14 16 15 16 18 17 17 12 19 18 17 30 23
Eicher Motors Automobiles & Components 15 14 16 24 38 33 33 29 21 17 29 25 23 25 30
Hero Motocorp Automobiles & Components 14 15 14 16 16 17 17 18 13 10 16 14 13 20 14
Mahindra & Mahindra Automobiles & Components 14 14 14 15 19 18 20 19 15 9 20 18 16 21 24
Maruti Suzuki Automobiles & Components 14 16 13 17 21 18 22 26 23 18 28 30 23 28 23
Samvardhana Motherson Automobiles & Components 17 13 14 19 28 21 25 25 19 11 25 22 15 20 20
TVS Motor Automobiles & Components 11 7 7 15 22 23 28 30 283 19 32 24 27 40 35
Asian Paints Commodity Chemicals 23 27 33 36 38 38 45 44 51 48 64 65 54 48 49
Berger Paints Commodity Chemicals 17 17 25 27 36 35 45 44 49 58 81 61 49 52 47
Ambuja Cements Construction Materials 18 18 14 24 23 29 34 29 26 16 25 20 26 38 30
Shree Cement Construction Materials NA NA 14 22 46 34 36 31 37 34 44 32 41 34 56
UltraTech Cement Construction Materials 18 18 16 24 23 28 34 31 32 20 32 26 30 31 36
Havells India Consumer Durables & Apparel 13 16 16 20 31 32 42 36 46 32 56 49 49 59 50
Polycab Consumer Durables & Apparel NA NA NA NA NA NA NA NA NA 13 22 31 30 39 33
Britannia Industries Consumer Staples 21 28 24 23 39 33 39 49 53 41 45 41 47 49 49
Colgate-Palmolive (India) Consumer Staples 24 30 28 32 40 32 40 38 40 37 41 38 36 52 41
Dabur India Consumer Staples 23 24 26 29 35 30 33 36 40 43 48 44 44 41 43
Godrej Consumer Products Consumer Staples 20 22 30 31 31 35 37 43 38 29 39 36 45 52 47
Hindustan Unilever Consumer Staples 26 29 28 33 40 39 41 47 50 56 58 47 52 46 47
Marico Consumer Staples 24 26 27 25 35 37 41 42 39 31 40 43 40 39 44
Nestle India Consumer Staples B5] 37 34 35 44 41 47 50 51 63 65 62 63 72 62
Tata Consumer Products Consumer Staples 14 18 17 18 19 16 18 26 23 31 50 53 46 61 55
Varun Beverages Consumer Staples NA NA NA NA NA NA 32 36 42 28 36 39 45 67 50
United Spirits Consumer Staples 22 16 37 59 90 57 53 58 43 33 41 53 48 57 57
Apollo Hospitals Health Care Services 25 29 30 31 43 41 40 41 43 33 59 54 50 61 50
Avenue Supermarts Retailing NA NA NA NA NA NA 54 77 73 78 90 100 71 86 74
Titan Company Retailing 30 28 25 28 33 31 41 56 54 44 68 75 57 74 56
Trent Retailing NA 45 43 36 40 27 44 56 53 59 169 112 79 109 86
Pidilite Industries Specialty Chemicals 21 22 27 26 42 34 37 43 54 49 64 74 62 69 59
Source: FactSet, Kotak Institutional Equities
Most mid-cap. consumption stocks are trading at expensive valuations
I Exhibit 9: 12-m forward P/E multiple of mid-cap. consumption stocks in KIE universe, March fiscal year-ends, 2011-25E
12-m forward P/E multiple (X)

Company Sector Mar-11| Mar-12 Mar-13 Mar-14 Mar-15 Mar-16 Mar-17 Mar-18| Mar-19| Mar-20 Mar-21 Mar-22 Mar-23 Mar-24| Current:
Balkrishna Industries Automobiles & Components 6 8 7 9 11 11 17 21 20 15 26 24 24 27 25
Exide Industries Automobiles & Components 17 19 17 19 21 18 24 22 20 12 17 13 14 20 24
Schaeffler India Automobiles & Components 11 14 12 17 31 27 31 29 30 25 35 37 42 41 46
SKF Automobiles & Components 15 15 14 19 28 26 28 26 27 18 30 35 32 33 30
Timken Automobiles & Components NA NA NA NA 40 24 31 34 29 23 39 44 41 49 42
Indigo Paints Commodity Chemicals NA NA NA NA NA NA NA NA NA NA 93 47 32 33 29
Kansai Nerolac Commodity Chemicals 20 19 26 24 31 36 38 43 41 32 47 37 30 27 27
Crompton Greaves Consumer Consumer Durables & Apparel NA NA NA NA NA NA 39 36 31 24 40 33 29 29 33
Page Industries Consumer Durables & Apparel 24 26 26 36 58 46 48 59 54 40 64 72 53 51 59
Voltas Consumer Durables & Apparel 14 13 9 20 24 23 28 31 32 23 44 51 41 49 44
Whirlpool Consumer Durables & Apparel NA 15 14 21 34 28 41 43 38 35 46 42 44 45 28
United Breweries Consumer Staples 47 54 58 68 63 51 51 51 52 35 51 55 56 64 64
Aster DM Healthcare Health Care Services NA NA NA NA NA NA NA NA 22 10 16 16 17 31 49
Dr Lal Pathlabs Health Care Services NA NA NA NA NA 53 39 35 36 38 67 57 44 45 42
Max Healthcare Health Care Services NA NA NA NA NA NA NA NA NA NA 35 34 34 51 62
Metropolis Healthcare Health Care Services NA NA NA NA NA NA NA NA NA 33 50 41 34 49 39
Narayana Hrudayalaya Health Care Services NA NA NA NA NA 136 47 44 37 34 39 39 26 31 37
Chalet Hotels Hotels & Restaurants NA NA NA NA NA NA NA NA NA NA NA 146 29 45 39
Devyani International Hotels & Restaurants NA NA NA NA NA NA NA NA NA NA NA 89 53 86 103
Indian Hotels Hotels & Restaurants 26 23 39 48 66 67 47 51 54 28 100 70 40 51 56
Jubilant Foodworks Hotels & Restaurants 36 48 41 40 54 52 54 58 48 45 75 58 51 69 103
Lemon Tree Hotels Hotels & Restaurants NA NA NA NA NA NA NA NA 64 33 NA 173 39 36 39
Sapphire Foods Hotels & Restaurants NA NA NA NA NA NA NA NA NA NA NA 106 54 88 105
Westlife Foodworld Hotels & Restaurants NA NA NA 119 264 139 120 107 69 49 113 94 67 91 138

Source: FactSet, Kotak Institutional Equities
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Most investment stocks are trading at expensive valuations

I Exhibit 10: 12-m forward P/E multiple of investment stocks in KIE universe, March fiscal year-ends, 2011-25E

12-m forward P/E multiple (X)

Company Sector Mar-11| Mar-12 Mar-13 Mar-14 Mar-15 Mar-16 Mar-17 Mar-18) Mar-19| Mar-20 Mar-21 Mar-22 Mar-23 Mar-24| Current
ABB Capital Goods 41 48 32 60 67 60 51 43 53 42 64 69 73 87 55
Bharat Electronics Capital Goods 14 12 10 1 22 20 21 18 13 10 15 19 21 35 39
BHEL Capital Goods 15 10 8 16 21 27 26 20 17 7 28 28 28 78 34
Carborundum Universal Capital Goods 1@ 13 13 17 21 18 23 24 25 13 30 32 37 42 36
Cochin Shipyard Capital Goods NA NA NA NA NA NA NA 16 1 5 NA 6 14 37 46
Cummins India Capital Goods 18 21 18 25 29 26 28 23 24 13 35 32 36 50 38
IRB Infrastructure Capital Goods 13 12 7 7 13 12 11 8 6 4 8 26 17 32 20
Kalpataru Projects Capital Goods 9 8 6 7 15 15 16 19 16 5 10 10 12 20 18
KEC International Capital Goods 8 8 7 9 13 12 15 19 13 7 15 13 18 23 20
L&T Capital Goods 21 16 15 22 28 21 23 23 19 11 19 21 22 31 26
Siemens Capital Goods 28 28 29 53 75 50 50 37 37 30 52 52 59 76 57
Thermax Capital Goods 16 15 18 24 33 28 36 35 27 23 43 48 43 65 48
Amber Enterprises Electronic Manufacturing Services NA NA NA NA NA NA NA 31 19 19 51 43 29 48 60
Avalon Technologies Electronic Manufacturing Services NA NA NA NA NA NA NA NA NA NA NA NA NA 36 50
Cyient DLM Electronic Manufacturing Services NA NA NA NA NA NA NA NA NA NA NA NA NA 49 27
Dixon Technologies Electronic Manufacturing Services NA NA NA NA NA NA NA 37 27 25 64 63 40 70 66
Kaynes Technology Electronic Manufacturing Services NA NA NA NA NA NA NA NA NA NA NA NA NA 75 76
Syrma SGS Technology Electronic Manufacturing Services NA NA NA NA NA NA NA NA NA NA NA NA 25 42 36

Source: FactSet, Kotak Institutional Equities

Most outsourcing stocks are trading at higher multiples, compared to their pre-Covid levels

I Exhibit 11: 12-m forward P/E multiple of outsourcing stocks in KIE universe, March fiscal year-ends, 2011-25E

12-m forward P/E multiple (X)

Company Sector Mar-11| Mar-12 Mar-13 Mar-14 Mar-15 Mar-16 Mar-17 Mar-18) Mar-19| Mar-20 Mar-21 Mar-22 Mar-23 Mar-24| Current!
Coforge IT Services 6 7 7 9 9 10 9 15 16 13 29 32 22 30 38
Cyient IT Services 10 8 8 11 14 12 12 17 14 5 16 18 16 25 18
HCL Technologies IT Services 16 13 14 15 18 13 14 14 14 10 18 21 18 24 23
Infosys IT Services 22 17 16 15 19 18 15 16 18 15 26 30 21 23 23
KPIT Technologies IT Services NA NA NA NA NA NA NA NA NA 4 20 48 52 53 40
LTIMindtree IT Services NA NA NA NA NA NA 12 18 17 15 32 38 27 27 25
L&T Technology Services IT Services NA NA NA NA NA NA 16 23 21 14 31 46 28 38 32
Mphasis IT Services 10 M 10 11 11 13 14 17 115 10 23 36 18 25 25)
Persistent Systems IT Services 11 8 10 13 17 18 13 14 12 11 27 42 29 43 49
Tata Elxsi IT Services NA NA 10 21 30 28 22 23 18 14 39 88 44 51 37
Tata Technologies IT Services NA NA NA NA NA NA NA NA NA NA NA NA NA 50 36
TCS IT Services 23 18 20 19 20 18 17 19 22 20 30 31 24 28 24
Tech Mahindra IT Services 11 10 1 13 15 13 12 16 14 1 16 21 16 23 24
Wipro IT Services 18 15 14 15 16 14 14 15 115; 11 20 24 15 21 21
Aurobindo Pharma Pharmaceuticals 9 7 7 12 18 17 14 12 15 8 15 12 12 17 16
Cipla Pharmaceuticals 21 18 18 19 30 20 24 20 22 18 24 25 20 27 24
Divis Laboratories Pharmaceuticals 20 17 17 19 23 20 16 25 28 31 39 40 36 44 58
Dr Reddy's Laboratories Pharmaceuticals 19 18 17 18 23 20 21 19 21 21 24 21 18 19 17
Emcure Pharmaceuticals Pharmaceuticals NA NA NA NA NA NA NA NA NA NA NA NA NA NA 22
JB Chemicals & Pharma Pharmaceuticals NA NA NA 8 11 13 15 NA 13 13 22 24 28 36 33
Lupin Pharmaceuticals 18 20 20 20 31 20 20 19 21 21 27 22 24 32 24
Mankind Pharma Pharmaceuticals NA NA NA NA NA NA NA NA NA NA NA NA NA 41 42
Sun Pharmaceuticals Pharmaceuticals 22 23 23 20 29 24 21 25 23 17 23 26 24 35 32
Torrent Pharmaceuticals Pharmaceuticals 14 13 12 15 22 17 21 22 30 29 30 32 33 43 43
SRF Specialty Chemicals 3 3 5 7 14 14 15 16 18 16 24 38 29 37 48

Source: FactSet, Kotak Institutional Equities
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Decent rally in the 'narrative' stocks post sharp correction in the previous 6-9 months

l Exhibit 12: Performance of narrative stocks (%)

Company

Bharat Dynamics
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Dixon Technologies
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HPCL
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JSW Energy
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NHPC

NLC India

NMDC

Rail Vikas Nigam
SJVN

Suzlon Energy
Titagarh Rail System

Sector
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Defense

EMS

Fertilizers
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Financial

Capital goods

Electric utilities

Defense

0Oil, gas & consumable fuels
Capital goods

Electric utilities

Oil, gas & consumable fuels
Mining

Railways

Electric utilities
Renewables

Railways

Source: Bloomberg, Kotak Institutional Equities
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2 (4)
4 (15)
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5 (34)

1y 3y
56 372
(11) 314
17 240
61 870
90 218
(0) 409
(15) 98
15 100
1 483
(25) 299
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175 2,000
(37) 237

8 226
(4) 198
16 288

0 82
48 986
(24) 242
54 571
(8) 706

5Y
1,544
976
11,841
1175
1,989
2,636
1,042
206
982
433
1,075
NA
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694
329
506
333
3,079
386
3,481
3,300

™ 3M
24 9
5 (11)
(0) (12)
7 (0)
9) (24)
(13) (32)
0 (18)
12 (12)
9 (12)
2 (22)
14 (14)
18 13
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1 a1
2 1)
13 4
0 ®3)
(3 (13)
(1) (15)
1 a1
(0) (33)

1Y
49

(18)
10
54

(15)

Relative to Nifty-50 Index (%)

3y

334
276
202
832
180
371
60
62
445
261
49
1,962
199
188
160
250
44
948
205
533
668

5Y
1,359
792
11,656
990
1,804
2,451
857
21
797
249
891
NA
329
510
145
322
148
2,894
201
3,296
3,115

Rebound in stock prices of several mid-cap. stocks in the past one month

I Exhibit 13: 1M, 3M, 6M, 12M and CYTD performance of stocks in Nifty Midcap Index (sorted on 12M basis)

Performance (%)

Company Name
Nifty Midcap 100 Index
1 Vodafone Idea
2 Delhivery

3 MRPL

4 Astral

5 Tata Technologies
6  Yes Bank

7 Sona BLW

8 Tata Elxsi

9 10B

10 IDFC First Bank

11 Tube Investments

12  Poonawalla Fincorp
13 SJVN

14 Bank of Maharashtra
15 IRB Infrastructure

16  Bank of India

17 ACC

18 Bandhan Bank

19 Tata Chemicals

20  Container Corp.

21 Tata Communications
22  MRF

23 Supreme Industries
24 Colgate-Palmolive

25 SAIL

26 Pl Industries

27 Apollo Tyres

28 Oracle

29 Godrej Properties

30 LIC Housing Finance
31  GMR Airports Infrastructure
32 Indraprastha Gas

33 IDBI Bank

34  KPIT Technologies

35 AU Small Finance Bank
36 APL Apollo Tubes

37 FACT

38 L&T Finance Holdings
39 NMDC

40  Qil India

41 Cummins India

42 FSN E-Commerce

43 Aditya Birla Capital

44 Alkem Lab

45 Polycab India

46 Bharat Forge

47  MMFSL

48 Mphasis

49  Mankind Pharma

50 HDFC AMC

GICS sector ™
5
Communication Services (10)
Industrials )
Energy 23
Industrials (7)
Information Technology (4)
Financials (4)
Consumer Discretionary 3)
Information Technology 3)
Financials 7)
Financials (2)
Consumer Discretionary 7
Financials 25
Utilities 4
Financials 4
Industrials (0
Financials 8
Materials 5
Financials 9
Materials 3
Industrials 5
Communication Services 12
Consumer Discretionary 6
Materials (3)
Consumer Staples (6)
Materials 8
Materials 12
Consumer Discretionary 8
Information Technology (3)
Real Estate 8
Financials 9
Industrials 8
Utilities 1
Financials 9
Information Technology 4
Financials 6
Materials 3
Materials (8)
Financials 16
Materials 5
Energy 5
Industrials 6
Consumer Discretionary 4
Financials 19
Health Care 10
Industrials an
Consumer Discretionary 13
Financials 7
Information Technology 3
Health Care 2
Financials 9

Source: Bloomberg, Kotak Institutional Equities
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(41)
(21)
(36)
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(32)
(30)
(27)
(21)
(33)
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(34
(32)
(29)
(29)
(28)
(28)
(27)
(26)
(25)
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(22)
(22)
(22)
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(19)
(18)
(18)
(18)
(13)
(12)
(12)
(12)

)

®)

(5)

(5)

4

()

(©)

(©)

3

(1)

(1)

(©)

o ®lololalalalss==olo

Company Name

51 Indian Bank

52 Prestige Estates
53 HUDCO

54 Balkrishna Industries
55  Oberoi Realty

56 HPCL

57  Petronet LNG

58 SRF

59  Solar Industries
60 Torrent Power

61 NLC India

62  Escorts Kubota

63 CG Power

64  Aurobindo Pharma
65  Exide Industries
66 Sundaram Finance
67 Max Financial

68 Kalyan Jewellers
69 SBI Cards

70 IREDA

71 ABFRL

72 Page Industries
73 Indus Towers

74 Marico

75 Ashok Leyland

76  JSW Infrastructure
77  Patanjali Foods

78  Lupin

79  Phoenix Mills

80 Federal Bank

81 Voltas

82  Biocon

83 Persistent System
84 PB Fintech

85 Coforge

86 UPL

87  Jubilant Foodworks
88 Rail Vikas Nigam
89 Indian Hotels Co.
90 Hindustan Zinc

91  Suzlon Energy

92  Bharat Dynamics
93 Max Healthcare
94 Cochin Shipyard
95  Muthoot Finance
96 Dixon Technologies
97 One 97

98 BSE

99 Mazagon Dock
100 Bharti Hexacom

GICS sector

Financials

Real Estate

Financials

Consumer Discretionary
Real Estate

Energy

Energy

Materials

Materials

Utilities

Utilities

Industrials

Industrials

Health Care

Consumer Discretionary
Financials

Financials

Consumer Discretionary
Financials

Financials

Consumer Discretionary
Consumer Discretionary
Communication Services
Consumer Staples
Industrials

Industrials

Consumer Staples
Health Care

Real Estate

Financials

Industrials

Health Care

Information Technology
Financials

Information Technology
Materials

Consumer Discretionary
Industrials

Consumer Discretionary
Materials

Industrials

Industrials

Health Care

Industrials

Financials

Consumer Discretionary
Financials

Financials

Industrials
Communication Services

Performance (%)

3M

0
(30)
(12)

(9
(29)
(12
3

1 2
(34) 1 (28)
(14) 1 (13)
(15) 13 (12)
(16) 13 (29)
(13) 15 (12)
(10) 15 (14)
15 32

(7) 16 10
(21) 16 0
(12) 16 0
(27) 17 (4)
(19) 17 (14)
(22) 17 (10)
(24) 17 (14)
(4) 18 15
3) 21 2
(38) 22 (39)
22 29

(26) 24 (9)

25 (10)

(13) 25 (1)

(9) 26 (2)

(12) 26 (5)

(10) 28 (4

29 (0)

(7) 29 (12)
8 30 1

30 (3)

(26) 34 (21)

(6) 38 (5)

39 (14)

(7) 40 (24)

44 (18)

45 30

5) 48 @)

(30) 48 (12)

49 (6)

(13) 50 0

(31) 54 (7)
56 17

59 4

(16) 61 (5)
65 10

(4 90 (24)

93 (24)

112 (13)

175 17

N/A (1)
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Rebound in stock prices of several small-cap. stocks in the past one month
I Exhibit 14: 1M, 3M, 6M, 12M and CYTD performance of stocks in Nifty Smallcap Index (sorted on 12M basis)

Performance (%)

Performance (%)

Company Name GICS sector ™ 3M 6M 12M YTD Company Name GICS sector ™ 3M 6M 12M YTD

Nifty Smallcap 100 Index 5 (14) (17) 7 (14)
1 Sonata Software Information Technology (6) (40) (42) (50) (38) 51  Jupiter Wagons Industrials 18 (30) (32) 2 (27)
2 Sterling & Wilson Industrials (0) (43) (61) (49) (43) 52 Finolex Cables Industrials 4 (27) (36) 4 (21)
3 Birlasoft Information Technology (12) (31 (35) (45) (28) 53  Brigade Enterprises Real Estate 0 (23) (27) 5 (21)
4 Tanla Platforms Information Technology 4 (26) (45) (42) (26) 54 The Ramco Cement Materials 1 (13) 1 7 (11)
5  Aarti Industries Materials (1) (4) (32) (39) (3) 55 NBCC Industrials 6 an (28) 8 (4]
6 NMDC Steel Materials (6) (24) (32) (38) (19) 56 Triveni Turbine Industrials 1 (25) (22) 11 (25)
7 Trident Consumer Discretionary (7) (25) (30) (35) (25) 57 IFCI Financials (1) (28) (35) 11 (29)
8 Cyient Information Technology (2) (32) (35) (34) (29) 58 Castrol India Materials (2) 7 (14) 11 8
9 Intellect Design Information Technology 2 (20) (28) (34) (24) 59 Piramal Enterprises Financials 9 (9) (7) 15 (10)
10  Swan Energy Consumer Discretionary 3 (39) (22) (33) (38) 60 Karur Vysya Bank Financials 1 (3) (5) 16 (3)
11 Olectra Greentech Industrials 4 (18) (28) (33) (17) 61 Tejas Networks Information Technology 5 (35) (35) 16 (33)
12 JBM Auto Consumer Discretionary 10 (21) (30) (31) (16) 62  KEC International Industrials 5 (34) (23) 16 (35)
13 CPCL Energy 25 3 (34) (30) (2) 63  Dr Lal Pathlabs Health Care 4 (14) (25) 18 (16)
14  CreditAccess Gramin Financials 12 17 (21) (30); 9 64  Ramkrishna Forgings Materials 17 an (19) 19 (10)
15 UCO Bank Financials (4) (17) (25) (29) (17) 65 CAMS Services Industrials 9 (26) (17) 19 (28)
16 PVR Inox Communication Services (4) (31) (45) (29) (27) 66 Redington Information Technology (2) 17 31 19 22
17  Zee Entertainmen Communication Services 3 (19) (24) (28) (15) 67 Zensar Technologies Information Technology (W) (3) 5 21 (5)
18 RBL Bank Financials 1 7 (16) (28) 11 68 National Aluminium Materials (0) (15) 7) 21 (15)
19 J&K Bank Financials (2) (2) (12) (26) (5) 69  BLS International Industrials 11 (15) 4 25 (16)
20 GMDC Energy 4 (19) (27) (26) (17) 70 CESC Utilities 13 (18) (27) 26 (19)
21 Data Pattern Industrials 8 (30) (31) (26) (30) 71 Indian Energy Exchange Financials 6 [©) (13) 30 (3)
22 IRCON International Industrials 7 (22) (28) (25) (24) 72  Aster DM Healthcare Health Care 8 (12) 5 31 (14)
23 RITES Industrials 14 (12) (30) (25) (15) 73  Raymond Consumer Discretionary 4 (19) (21) 31 (14)
24 Central Bank Financials (3) (18) (25) (25) (16) 74  Crompton Greaves Consume Consumer Discretionary 8 (9) (19) 33 (9)
25 Tata Teleservices Communication Services 7) (23) (30) (24) (21) 75 Narayana Hrudayalaya Health Care 12 26 31 34 29
26 Jyothy Labs Consumer Staples 0 (12) (38) (22) (16) 76  Aditya Birla Real Estate Real Estate 4 (23) (28) 35 (21)
27  Indiamart Industrials 5 (6) (28) (21) (7) 77 CDSL Financials 1 (33) (19) 36 (31)
28 GSPL Utilities 3 (21) (28) (18) (20) 78 Amara Raja Energy & Mobilit: Industrials 1 (12) (23) 36 (12)
29 Happiest Minds Information Technology (11) 9) (19) (18) (13) 79  Navin Fluorine International Materials 10 25 24 36 30
30 Hindustan Copper Materials 5 (18) (33) (15) (8) 80 PNB Housing Financials 10 3 (13) 36 (1)
31 NCC Industrials 13 (28) (34) (14) (25) 81 Manappuram Finance Financials 16 27 17 37 26
32  Angel One Financials 4 (21) (9) (14) (21) 82  Inox Wind Industrials (0) (9) (32) 40 7)
33 SignatureGlobal Real Estate 5 1) (27) (13) (16) 83 Radico Khaitan Consumer Staples 14 (8) 1 42 (10)
34 Natco Pharma Health Care 0 (40) (42) (13) (41) 84  Shyam Metalics & Energy ~ Materials 20 14 7) 43 17
35  Action Construction Industrials 6 (18) (15) (13) (20) 85 AAVAS Financiers Financials 15 17 4 44 17
36 HFCL Communication Services (6) (29) (49) (12) (28) 86  Affle India Communication Services 4 (11) 1 44 (12)
37 Bata India Consumer Discretionary (9) (10) (14) (1) (11) 87 360 ONE Financials (6) (21) (5) 47 (22)
38 Railtel Communication Services 5 (19) (29) (10) (20) 88 MCX Financials (6) (19) (11) 55 (17)
39 BEML Industrials 6 (31) (26) (10) (32) 89 Laurus Labs Health Care 12 8 33 55 2
40  Titagarh Rail System Industrials 5 (34) (36) (8) (26) 90  Glenmark Pharma Health Care 12 (4) (12) 56 (8)
41 GE Shipping Energy 5 (5) (23) (7) (4) 91  Firstsource Solution Industrials (7) (9) (4) 70 (13)
42 Apar Industries Industrials 7) (41) (39) (7) (43) 92 Kaynes Tech Information Technology 14 (33) (12) 74 (34)
43  Kalpataru Projects Industrials 12 (19) (24) (5) (22) 93  Blue Star Industrials 17 11 7 77 3
44 Five-Star Business Finance Financials (2) 9) (13) (2) (10) 94  Chambal Fertilisers Materials 9 22 19 79 24
45  Welspun Living Consumer Discretionary 21 (12) (17) (2) (4] 95  Piramal Pharma Health Care 8 an 0 87 (15)
46 Atul Materials 10 (18) (23) (1) (17) 96 Amber Enterprises Consumer Discretionary 14 (5) 43 94 (7)
47 Tl Information Technology (4) (24) (7) (0) (33) 97  Aegis Logistics Energy 4 (4) 4 101 (5)
48  |IFL Finance Financials 5 (21) (34) 1 (21) 98 Garden Reach Industrials 29 10 0 120 6
49  HBL Power System Industrials 2 (27) (21) 2 (24) 99  Aadhar Housing Finance Financials 7 (4) (20) N/A (4)
50 Mahanagar Gas Utilities 4 9 (30) 2 6 100 Go Digit General Financials (3) (8) (19) N/A (8)
Source: Bloomberg, Kotak Institutional Equities
Several PSUs trade at extremely high market caps relative to their profits, net worth or assets
I Exhibit 15: Market cap. of select non-financial PSU companies versus their fundamentals, March fiscal year-end, 2024 (Rs bn)

Market cap. 2024 (Rs bn) 9MFY25

Company (Rs bn) Revenues PBT  Otherincome  PAT| Networth Gross block Revenues PBT Other income PAT
Bharat Dynamics 482 24 8 4 6 36 15 15 4 3 3
BHEL 744 239 2 6 3 249 73 193 0 4 0
Cochin Shipyard 383 38 11 3 8 50 14 31 7 2 5
Fertilizers & Chemicals Travancore 425 51 0 2 1 13 10 30 (0) 2 (0)
Garden Reach Shipbuilders & Engineers 197 36 5 3 4 14 7 34 4 2 3
Hindustan Aeronautics 2,683 304 102 19 76 290 159 173 56 19 44
Hindustan Copper 221 17 4 1 8 23 7 13 4 0 8
IRFC 1,691 266 64 0 64 492 1 204 48 0 48
IREDA 457 49 17 0 13 86 5 48 15 0 12
ITI 250 13 (6) 0 (6) 17 30 26 2) 1 2)
KlOoCL 149 19 (1) 1 (1) 19 11 3 2) 0 2)
Mazagon Dock 1,055 95 24 11 19 56 14 83 27 8 21
NBCC 225 103 6 2 5 22 2 74 5 2 4
NHPC 817 96 50 18 36 387 338 80 36 13 22
NLC India 346 130 29 20 19 165 368 114 28 16 21
Rail Vikas Nigam 772 219 21 13 16 87 6 135 11 9 8
Railtel 104 26 3 1 2 18 26 22 3 1 2
SJVN 367 26 12 4 9 141 151 26 12 3 9

Source: Companies, Capitaline, FactSet, Kotak Institutional Equities

Strategy

India Research



KOTAK INSTITUTIONAL EQUITIES

10

Strategy

IRFC has modest growth profile and average return ratios

I Exhibit 16: Key financials of IRFC, March fiscal year-ends, 2021-25 (Rs bn)

2021
Net worth 359
AUM 363
NII 45
NIM (%) 1.45
Other income 0
Total income 45
Operating expenditure 1.1
PPOP 44
PAT 44
RoA (%) 1.4
RoE (%) 13.3

Source: Company, Kotak Institutional Equities

2022
410
415

62

1.56

0
62
14

61

61
1.5
16.0

2023
455
467

64
1.39
0
65
1.5
63
63
1.3
14.5

2024

492
465
66
1.38
0
66
1.4
64
64
1.3
13.7

9MFY25
520
461
49

1.40

49
1.1
482
48
1.3
12.9

We have seen modest cuts to our Nifty-50 Index EPS estimates

I Exhibit 17: Nifty-50 Index EPS estimates trend, March fiscal year-ends, 2022E-27E (Rs)
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Source: Kotak Institutional Equities estimates
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We expect earnings of the Nifty-50 Index to grow 13% in FY2026E and 14% in FY2027E

I Exhibit 18: Valuation summary of Nifty-50 sectors (full-float basis), March fiscal year-ends, 2025E-27E (based on current constituents)

Mcap. Adj. mcap. Earnings growth (%) P/E (X) EV/EBITDA (X) P/B (X) Div. yield (%) ROE (%)

(US$ bn) (US$ bn) 2025E  2026E 2027E 2025E  2026E  2027E  2025E 2026E 2027E  2025E 2026E 2027E  2025E 2026E 2027E  2025E 2026E 2027E
Automobiles & Components 166 89 1.4 11.9 141 214 19.1 16.8 1.7 10.7 9.4 4.4 38 33 15 18 20 20.5 200 19.8
Banks 450 386 45 7.4 16.3 17.2 16.0 138 - - - 25 22 20 11 12 1.3 145 139 143
Capital Goods 112 67 343 15.0 157 356 309 26.7 228 19.1 16.9 54 4.5 39 0.6 0.7 0.8 15.1 14.6 147
Commodity Chemicals 26 12 (23.6) 7.4 123 536 49.9 44.5 360 338 309 10.8 9.7 88 0.9 10 1.2 20.1 195 198
Construction Materials 60 27 (20.6) 424 275 48.6 341 26.8 184 145 124 32 29 2.7 0.5 0.6 0.7 6.5 86 101
Consumer Staples 172 91 (3.7) 85 105 40.2 37.1 33.6 29.1 267 240 9.6 9.4 9.0 23 2.4 2.6 239 252 268
Diversified Financials 117 53 251 186 233 268 226 18.4 - - - 50 4.3 36 04 04 05 188 188 194
Electric Utilities 73 36 37 108 80 16.6 15.0 139 10.3 92 86 22 20 19 27 30 32 133 13.6 13.6
Health Care Services m 8 60.2 316 322 66.5 50.5 382 323 261 20.7 1.7 9.6 7.8 02 02 02 175 191 20.5
IT Services 333 150 9.5 106 111 26.0 235 21.1 171 156 14.0 7.6 71 6.6 29 33 3.7 293 303 315
Insurance 35 16 21.4 137 11.0 71.6 62.9 56.7 - - - 9.4 85 7.8 03 03 0.4 131 1836 137
Metals & Mining 71 39 10.0 76.5 217 25.4 14.4 118 9.8 7.5 6.6 21 1.8 16 0.6 11 1.4 8.1 127 137
Oil, Gas & Consumable Fuels 281 129 (11.5) 8.7 9.7 147 13.5 123 8.5 7.3 6.4 1.7 1.6 1.4 18 17 1.7 117 116 115
Pharmaceuticals 75 40 143 6.5 5.6 288 27.0 256 19.6 178 16.9 4.7 4.1 37 0.7 0.7 0.8 16.4 15.3 14.3
Retailing 53 28 223 233 214 847 68.6 56.6 53.0 440 36.7 26.6 204 15.9 03 03 0.4 31.4 29.7 280
Telecommunication Services 121 57 102.5 383 291 453 32.7 254 127 10.0 83 10.5 8.0 6.9 038 13 1.6 232 244 27.2
Transportation 30 10 20.6 19.2 109 235 19.7 17.8 15.7 134 11.3 4.1 35 3.0 0.6 0.7 0.8 17.4 17.7 16.8
Nifty-50 Index 2,187 1,239 4.6 13.2 144 23.1 20.5 17.9 137 119 105 35 32 2.8 1.5 1.6 1.8 153 155 158
Nifty-50 Index (ex-energy) 1,905 1,109 9.7 143 155 25.3 221 19.2 16.0 13.8 123 42 37 3.3 1.4 1.6 1.8 16.6 168 17.3
Nifty-50 Index (ex-banks) 1,736 853 4.6 154 137 25.4 22.0 19.4 137 119 105 4.0 3.6 32 1.6 17 2.0 156 16.1 16.5

Source: Bloomberg, Kotak Institutional Equities estimates

Banks, diversified financials, IT services and metals & mining to provide bulk of the incremental profits for FY2025 of the Nifty-50
Index

Exhibit 19: Break-up of net profits of the Nifty-50 Index across sectors, March fiscal year-ends, 2021-27E (based on current

constituents)
Incremental profits
Net profits (Rs bn) Contribution (%) 2025E 2026E 2027E
2021 2022 2023 2024 2025E 2026E  2027E 2023 2024 2025E 2026E 2027E (Rsbn) (%) (Rsbn) (%) (Rsbn) (%)
Automobiles & Components 150 70 279 595 663 742 846 4 8 8 8 8 68 19 79 7 105 8
Tata Motors (14)  (107) 7 200 213 246 302 0 3 3 3 3 13 4 33 3 56 4
Banks 992 1,354 1,860 2,148 2245 2411 2,804 29 28 28 26 27 97 27 166 16 393 30
HDFC Bank 431 507 603 608 663 768 869 9 8 8 8 8 55 15 105 10 102 8
Capital Goods 99 117 158 202 27 312 361 2 3 3 3 3 69 19 41 4 49 4
Commodity Chemicals 31 31 42 55 42 45 50 1 1 1 0 0 (13) (4) 3 0 5 0
Construction Materials 100 128 120 132 105 150 191 2 2 1 2 2 (27) (8) 45 4 41 3
Consumer Staples 258 286 338 381 367 398 440 5 5 5 4 4 (14) (4) 31 3 42 3
Diversified Financials 114 143 239 298 373 442 545 4 4 5 5 ] 73 21 69 7 103 8
Electric Utilities 290 301 324 364 377 418 452 5 5 5 5 4 13 4 41 4 34 3
Health Care Services 1 9 8 9 14 19 25 - - - - - 5 2 5 0 6 0
IT Services 810 917 975 1,004 1,099 1216 1,350 15 13 14 13 13 95 27 117 11 135 10
Insurance 28 27 31 35 42 48 53 0 0 1 1 1 7 2 6 1 5 0
Metals & Mining 222 774 248 219 241 425 517 4 €] 3 5 ] 22 6 184 17 92 7
Tata Steel 85 426 86 34 34 135 176 1 0 0 1 2 0 0 101 9.5 40 3
0Oil, Gas & Consumable Fuels 859 1,317 1,443 1,859 1,645 1,788 1,961 22 24 20 20 19 (214)  (60) 143 i3 173 13
ONGC 156 476 465 509 507 535 564 7 6 6 5 (1) (0) 28 3 28 2
Reliance Industries 435 579 667 696 686 800 939 10 9 8 9 9 (10) (3) 114 11 139 11
Pharmaceuticals 110 135 160 196 224 238 251 3 3 3 2 28 8 14 1 13 1
Retailing 8 23 37 44 54 66 81 1 1 1 1 1 10 3 13 1 14 1
Telecommunication Services (29) 26 90 11E 229 317 409 1 1 3 8 4 116 88! 88 8 92 7
Transportation 43 56 83 90 108 129 143 1 1 1 1 1 19 5 21 2 14 1
Nifty-50 Index 4,086 5715 6,434 7,742 8,098 9,163 10,479 100 100 100 100 100 356 100 1,065 100 1,316 100
|Nifty-50 change (%) 151 399 126 203 46 132 14.4 |
Nifty-50 Index ex-BPCL, HPCL & COAL change (%) 3812 5391 6,088 7,008 7,615 8,676 9,985
Nifty-50 Index ex-BPCL, HPCL & COAL change (%) 9.0 414 129 151 87 139 15.1
Nifty-50 EPS (Free-float) 536 730 813 988 1,031 1,167 1,335

Source: Kotak Institutional Equities estimates
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We prefer stocks with compounding in earnings/book and lower risks of derating in multiples

I Exhibit 20: KIE recommended model portfolio

Company

Automobiles & Components
Mahindra & Mahindra
Automobiles & Components
Banks

Axis Bank

HDFC Bank

ICICI Bank

Indusind Bank

State Bank of India

Banks

Capital Goods

Cummins India

L&T

Capital Goods

Consumer Staples

Dabur India

Godrej Consumer Products
Consumer Staples
Diversified Financials

Bajaj Finserv

Shriram Finance

Diversified Financials
Health Care Services

Apollo Hospitals

Dr Lal Pathlabs

Health Care Services
Insurance

HDFC Life Insurance

ICICI Prudential Life
Insurance

Internet Software & Services
Zomato

Internet Software & Services

Notes:!

(a) The model portfolio is not advise or recommendation or a suggestion for buying or selling securities as shown. It is only an indicative portfolio to show how a portfolio can be built

Please consult an expert to build your portfolio

Source: Kotak Institutional Equities estimates

Price (Rs)
25-Mar-25

2,736

1,119
1,821
1,344
637
773

2,963
3,470

509
1,130

1,945
678

6,645
2,506

673
592

210

KIE weight

(%)

3.0
3.0

6.6
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Price (Rs)
25-Mar-25
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@ KOTAK INSTITUTIONAL EQUITIES

“Each of the analysts named below hereby certifies that, with respect to each subject company and its securities for which the analyst is
responsible in this report, (1) all of the views expressed in this report accurately reflect his or her personal views about the subject companies
and securities, and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific recommendations or
views expressed in this report: Sanjeev Prasad, Anindya Bhowmik, Sunita Baldawa.”

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

70% I:l Percentage of companies covered by Kotak Institutional
° 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.

40%
34.3% * The above categories are defined as follows: Buy = We
expect this stock to deliver more than 15% returns over
30% - 27.4% the next 12 months; Add = We expect this stock to deliver
21.3% 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 less than
-5% returns over the next 12 months. Our target prices
10% . 6.1% 5.4% are also on a 12-month horizon basis. These ratings are
4.0% 1.8% used illustratively to comply with applicable regulations. As
of 31/12/2024 Kotak Institutional Equities Investment

BUY ADD REDUCE SELL Research had investment ratings on 277 equity securities.

20% - 17.0%

0%

Source: Kotak Institutional Equities

As of December 31, 2024

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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Corporate Office Overseas Affiliates

Kotak Securities Ltd. Kotak Mahindra (UK) Ltd Kotak Mahindra Inc

27 BKC, Plot No. C-27, “G Block” Bandra Kurla 8th Floor, Portsoken House PENN 1,1 Pennsylvania Plaza,
Complex, Bandra (E) Mumbai 400 051, India 155-157 Minories, London EC3N 1LS Suite 1720, New York, NY 10119, USA
Tel: +91-22-43360000 Tel: +44-20-7977-6900 Tel: +1-212-600-8858

Copyright 2025 Kotak Institutional Equities (Kotak Securities Limited). All rights reserved.

The Kotak Institutional Equities research report is solely a product of Kotak Securities Limited and may be used for general information only. The legal entity preparing this research report is not registered as a broker-dealer in the United
States and, therefore, is not subject to US rules regarding the preparation of research reports and/or the independence of research analysts.

. Note that the research analysts contributing to this report are residents outside the United States and are not associates, employees, registered or qualified as research analysts with FINRA or a US-regulated broker dealer; and

. Such research analysts may not be associated persons of Kotak Mahindra Inc. and therefore, may not be subject to FINRA Rule 2241 restrictions on communications with a subject company, public appearances and trading securities held
by a research analyst.

Kotak Mahindra Inc. does not accept or receive any compensation of any kind directly from US institutional investors for the dissemination of the Kotak Securities Limited research reports. However, Kotak Securities Limited has entered
into an agreement with Kotak Mahindra Inc. which includes payment for sourcing new major US institutional investors and service existing clients based out of the US.

In the United States, this research report is available solely for distribution to major US institutional investors, as defined in Rule 15a - 6 under the Securities Exchange Act of 1934. This research report is distributed in the United States by
Kotak Mahindra Inc., a US-registered broker and dealer and a member of FINRA. Kotak Mahindra Inc., a US-registered broker-dealer, accepts responsibility for this research report and its dissemination in the United States.

This Kotak Securities Limited research report is not intended for any other persons in the United States. All major US institutional investors or persons outside the United States, having received this Kotak Securities Limited research report
shall neither distribute the original nor a copy to any other person in the United States. Any US recipient of the research who wishes to effect a transaction in any security covered by the report should do so with or through Kotak Mahindra
Inc. Please contact a US-registered representative; Gijo Joseph, Kotak Mahindra Inc., PENN 1,7 Pennsylvania Plaza, Suite 1720, New York, NY 10119, Direct +1 212 600 8858, gijo.joseph@kotak.com.

. This document does not constitute an offer of, or an invitation by or on behalf of Kotak Securities Limited or its affiliates or any other company to any person, to buy or sell any security. The information contained herein has been obtained
from published information and other sources, which Kotak Securities Limited or its affiliates consider to be reliable. None of Kotak Securities Limited accepts any liability or responsibility whatsoever for the accuracy or completeness of
any such information. All estimates, expressions of opinion and other subjective judgments contained herein are made as of the date of this document. Emerging securities markets may be subject to risks significantly higher than more
established markets. In particular, the political and economic environment, company practices and market prices and volumes may be subject to significant variations. The ability to assess such risks may also be limited due to significantly
lower information quantity and quality. By accepting this document, you agree to be bound by all the foregoing provisions.

This report is distributed in Singapore by Kotak Mahindra (UK) Limited (Singapore Branch) to institutional investors, accredited investors or expert investors only as defined under the Securities and Futures Act. Recipients of this analysis
/report are to contact Kotak Mahindra (UK) Limited (Singapore Branch) (16 Raffles Quay, #35-02/03, Hong Leong Building, Singapore 048581) in respect of any matters arising from, or in connection with, this analysis/report. Kotak Mahindra
(UK) Limited (Singapore Branch) is regulated by the Monetary Authority of Singapore.

Kotak Securities Limited and its affiliates are a full-service, integrated investment banking, investment management, brokerage and financing group. We along with our affiliates are leading underwriter of securities and participants in virtually
all securities trading markets in India. We and our affiliates have investment banking and other business relationships with a significant percentage of the companies covered by our Investment Research Department. Our research professionals
provide important input into our investment banking and other business selection processes. Investors should assume that Kotak Securities Limited and/or its affiliates are seeking or will seek investment banking or other business from the
company or companies that are the subject of this material. Our research professionals are paid in part based on the profitability of Kotak Securities Limited, which includes earnings from investment banking and other businesses. Kotak
Securities Limited generally prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover. Additionally,
Kotak Securities Limited generally prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory board member of any companies that the analysts cover. Our salespeople, traders, and other
professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed herein, and our proprietary trading and investing businesses may make
investment decisions that are inconsistent with the recommendations expressed herein.

In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest. Additionally, other important information regarding our relationships with the company
or companies that are the subject of this material is provided herein.

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. We are not soliciting any action based on this material. It is for
the general information of clients of Kotak Securities Limited. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. Before acting on any
advice or recommendation in this material, clients should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice. The price and value of the investments referred to in this material and the
income from them may go down as well as up, and investors may realize losses on any investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. Kotak
Securities Limited does not provide tax advise to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment. Certain transactions - including those involving futures, options, and other
derivatives as well as non-investment-grade securities - give rise to substantial risk and are not suitable for all investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete,
and it should not be relied on as such. Opinions expressed are our current opinions as of the date appearing on this material only. We endeavor to update on a reasonable basis the information discussed in this material, but regulatory,
compliance, or other reasons may prevent us from doing so. We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have "long" or "short"
positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein. Kotak Securities Limited and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used
this research to the extent that it relates to non-US issuers, prior to or immediately following its publication. Foreign currency-denominated securities are subject to fluctuations in exchange rates that could have an adverse effect on the value
or price of orincome derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced by foreign currencies, affectively assume currency risk. In addition, options involve risks and are not suitable
for all investors. Please ensure that you have read and understood the current derivatives risk disclosure document before entering into any derivative transactions.

Kotak Securities Limited established in 1994, is a subsidiary of Kotak Mahindra Bank Limited.

Kotak Securities Limited is a corporate trading and clearing member of BSE Limited (BSE), National Stock Exchange of India Limited (NSE), Metropolitan Stock Exchange of India Limited (MSE), National Commodity and Derivatives Exchange
(NCDEX) and Multi Commodity Exchange (MCX). Our businesses include stock broking, services rendered in connection with distribution of primary market issues and financial products like mutual funds and fixed deposits, depository services
and portfolio management.

Kotak Securities Limited is also a Depository Participant with National Securities Depository Limited (NSDL) and Central Depository Services (India) Limited (CDSL). Kotak Securities Limited is also registered with Insurance Regulatory and
Development Authority and having composite license acts as Corporate Agent of Kotak Mahindra Life Insurance Company Limited and Zurich Kotak General Insurance Company (India) Limited (Formerly known as Kotak Mahindra General
Insurance Company Limited) and is also a Mutual Fund Advisor registered with Association of Mutual Funds in India (AMF\;. Kotak Securities Limited is registered as a Research Analyst under SEBI (Research Analyst) Regulations, 2014.

We hereby declare that our activities were neither suspended nor we have defaulted with any stock exchange authority with whom we are registered in last five years. However, SEBI, Exchanges and Depositories have conducted the routine
inspection and based on their observations have issued advise letters or levied minor penalty on KSL for certain operational deviations. We have not been debarred from doing business by any stock exchange/SEBI or any other authorities,
nor has our certificate of registration been cancelled by SEBI at any point of time.

We offer our research services to primarily institutional investors and their employees, directors, fund managers, advisors who are registered with us. Details of Associates are available on website, i.e. www.kotak.com and
https://www.kotak.com/en/investor-relations/governance/subsidiaries.html.

Research Analyst has served as an officer, director or employee of subject company(ies): No.
We or our associates may have received compensation from the subject company(ies) in the past 12 months.

We or our associates have managed or co-managed public offering of securities for the subject company(ies) or acted as a market maker in the financial instruments of the subject company/company (ies) discussed herein in the past 12
months. YES. Visit our website for more details https://kie.kotak.com.

We or our associates may have received compensation for investment banking or merchant banking or brokerage services from the subject company(ies) in the past 12 months. We or our associates may have received any compensation for
products or services other than investment banking or merchant banking or brokerage services from the subject company(ies) in the past 12 months. We or our associates may have received compensation or other benefits from the subject
company(ies) or third party in connection with the research report.

Our associates may have financial interest in the subject company(ies).
Research Analyst or his/her relative's financial interest in the subject company(ies): No

Kotak Securities Limited has financial interest in the subject company(ies) at the end of the week immediately preceding the date of publication of Research Report: YES. Nature of Financial interest: Holding equity shares or derivatives of the
subject company.

Our associates may have actual/beneficial ownership of 1% or more securities of the subject company(ies) at the end of the month immediately preceding the date of publication of Research Report.

Research Analyst or his/her relatives have actual/beneficial ownership of 1% or more securities of the subject company(ies) at the end of the month immediately preceding the date of publication of Research Report: No.
Kotak Securities Limited has actual/beneficial ownership of 1% or more securities of the subject company(ies) at the end of the month immediately preceding the date of publication of Research Report: No

Subject company(ies) may have been client during twelve months preceding the date of distribution of the research report.

A graph of daily closing prices of securities is available at https://www.moneycontrol.com/india/stockpricequote/ and http:// economictimes.indiatimes.com/markets/stocks/stock-quotes. (Choose a company from the list on the browser
and select the "three years" icon in the price chart).

First Cut notes published on this site are for information purposes only. They represent early notations and responses by analysts to recent events. Data in the notes may not have been verified by us and investors should not act upon any
data or views in these notes. Most First Cut notes, but not necessarily all, will be followed by final research reports on the subject.

There could be variance between the First Cut note and the final research note on any subject, in which case the contents of the final research note would prevail. We accept no liability of the First Cut Notes.
Analyst Certification

The analyst(s) authoring this research report hereby certifies that the views expressed in this research report accurately reflect such research analyst's personal views about the subject securities and issuers and that no part of his or her
compensation was, is, or will be directly or indirectly related to the specific recommendations or views contained in the research report.

This report or any portion hereof may not be reprinted, sold or redistributed without the written consent of Firm. Firm Research is disseminated and available primarily electronically, and, in some cases, in printed form.

Additional information on recommended securities is available on request.

Our research should not be considered as an advertisement or advice, professional or otherwise. The investor is requested to take into consideration all the risk factors including their financial condition, suitability to risk return profile and the
like and take professional advice before investing.

Investments in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of
returns to investors.

For more information related to investments in the securities market, please visit the SEBI Investor Website https://investor.sebi.gov.in/ and the SEBI Saa%thi Mobile App.

Derivatives are a sophisticated investment device. The investor is requested to take into consideration all the risk factors before actually trading in derivative contracts. Compliance Officer Details: Mr. Hiren Thakkar. Call: 022 - 4285 8484, or
Email: ks.compliance@kotak.com.

Kotak Securities Limited. Registered Office: 27 BKC, C 27, G Block, Bandra Kurla Complex, Bandra (E), Mumbai 400051. CIN: U99999MH1994PLC134051, Telephone No.: +22 43360000, Fax No.: +22 67132430. Website: www.kotak.com /

www.kotaksecurities.com. Correspondence Address: Infinity IT Park, Bldg. No 21, Opp. Film City Road, A K Vaidya Marg, Malad (East), Mumbai 400097. Telephone No: 42856825. SEBI Registration No: INZ000200137(Member of NSE, BSE,
MSE, MCX & NCDEX), AMFI ARN 0164, PMS INP000000258 and Research Analyst INH000000586. NSDL/CDSL: IN-DP-629-2021. Compliance Officer Details: Mr. Hiren Thakkar. Call: 022 - 4285 8484, or Email: ks.compliance@kotak.com
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Details of Contact Person Address Contact No. Email ID

Customer Care/ Complaints Mr. Ritesh Shah Kotak Towers, 8th Floor, Building No.21, Infinity 18002099393 ks.escalation@kotak.com
Head of Customer Care Mr. Tabrez Anwar Park, Off Western Express Highway, Malad (East), 022-42858208 ks.servicehead@kotak.com
Compliance Officer Mr. Hiren Thakkar Mumbai, Maharashtra - 400097 022-42858484 ks.compliance@kotak.com
CEQ Mr. Shripal Shah 022-42858301 ceo.ks@kotak.com

In absence of response/complaint not addressed to your satisfaction, you may lodge a complaint with SEBI at SEBI, NSE, BSE, Investor Service Center | NCDEX, MCX. Please quote your Service Ticket/Complaint Ref No. while raising your
complaint at SEBI SCORES/Exchange portal at https://scores.sebi.gov.in. Kindly refer https://www.kotaksecurities.com/contact-us/ and for online dispute Resolution platform - Smart ODR
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