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Broad Market Indices- Return(%o) %+ The market rally continued un-
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+ Increase in Capital Gains Tax, and other changes proposed in the Union Budget were no cause of
deterrence. Indian VIX closed at 13.25 indicating complacency.

Sectoral Indices - Returns (%) The dispersion of returns
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indicates a lack of breadth
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Nifty FMCG 945 1554 20.12 22.00 18.42 Healthcare, Oil & Gas sector
Nifty IT 13.14 2437 39.30 12.44 23.64 dices delivered  double
Nifty Media 790 1357 4.67 6.89 265 - o
Nifty Metal D225 456 42.38 20.17 31.88 digit or close to double digit
Nifty Pharma 10.61  15.08 46.15 15.62 23.14 returns.

Nifty Private Bank I 18 532 1073 13.41 10.58 Banks & Financial Services
Nifty PSU Bank . 042 204 6124 46.53 22.83 .
Nifty Realty U084 12580003530 4052 3302 | Were flat or negative -
Nifty Consumer Durables 378 1516 45.70 19.15 23.40 although ~ most  fund
Nifty Oil & Gas 847 1212 64.12 28.42 26.21 managers believe private
Nifty Healthcare Index 955 15.07 4457 16.33 25.05 banks offer the best value in

today’s markets

Sectoral breakup of NIFTY earnings outlook

EPS Change Going by Nifty EPS growth
No. of FY20 FY21- FY22- FY23- FY24- FY25- estimate of 10.1% in FY 24-
Cos. -21 22 23 24 25 26 25 & 15.2% in FY 25-26, it
Nifty 20.0% 357% 5.9% 295% 10.1% 15.2% 1264) | may be reasonable to
Materials 6  55.2% 222.9% -54.7% -13.8% 56.9% 25.7% 405% | expect that equity returns
Industrials 3 229% -30.1% -0.9% -0.9% 30.6% 25.6% 281% | \ill be closer to Nifty EPS
Financials 11 138% 27.3% 23.1% 53.0% 14.1% 14.2% 14.2%
growth. The argument that
Health Care 5  59% 517% 23.6% 2.5% 9.4% 13.4% 11.3% . .
o there will be continuous PE
IConsumer Discretionary 7 207% -33.4% 186.5% 58.8%  2.9% 16.2% 9.3% . d to st
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Utilities 2 180% -97% 6.0% -287%  47% 8.5% 6.6% | retailsentimenthasthe risk
Energy 4  56.9% 11.4% 8.1% 33.6% -13% 12.4% 53% | of being neutralised by
Information Technology 6 9.6% 37.1% 133% 13.5% -3.6% 12.8% 4.3% possible earnings
LlommunicationServices 1 NA* -6.1% 95.6% 41.3% 66.3%| downgrade

Source: SBI MIF Earnings Estimate
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Nifty Financial Services TRl vs Nifty 50 TRI - Relative Performance Analysis (5 Years Rolling Return
Analysis for as on 30th June 2024)

13.0 Relative performance of Nifty Financial Services TRI over Nifty 50 TRI (5 Years Daily Rolling % CAGR)
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Financial Services faced many challenges (both local and global) over the last two decades.
Current Under-performance by Nifty Financial Services TRI over Nifty 50 TRI is the highest in last fifteen years.

Source: MFIE & WhiteOak Capital Internal Research
#+ Clearly Financial Services offer the best value at the moment. However, this segment is dominated by large
private banks, where growth could be a concern.

#+ Therefore, investors looking for large margin of safety would be well off allocating money to this segment, while
investors chasing growth will continue to look at smaller riskier bets.

% Contribution to Total Market Cap - Segment Wise Trend
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Month End

Large Cap Mid Cap Small Cap Large Cap Mid Cap Small Cap Large Cap Mid Cap Small Cap

Top 100 101-250 251 onwards | Top 100 101-250 251 onwards Top 100 101-250 251 onwards
Dec-13 77.0 12.6 10.4 75.3 12.9 11.8 2% -3% -12%
Dec-14 73.5 14.0 12.5 74.9 13.2 11.9 -2% 6% 5%
Dec-15 71.5 15.2 13.3 75.0 13.4 11.7 -5% 14% 14%
Dec-16 70.7 15.3 14.0 74.4 13.7 11.9 -5% 11% 18%
Dec-17 66.5 17.2 16.3 73.2 14.3 12.5 -9% 21%
Dec-18 70.7 16.2 13.1 71.7 15.0 13.3 -1% 8% -1%
Dec-19 73.8 15.6 10.5 71.3 15.5 13.3 1% 1% -21%
Dec-20 73.4 15.6 10.9 71.4 15.7 12.9 3% -1% -15%
Dec-21 68.7 16.7 14.6 71.1 16.0 12.9 -3% 4% 14%
Dec-22 69.3 16.1 14.6 71.1 16.1 12.8 -3% 0% 14%
Dec-23 63.9 17.8 18.3 70.6 16.2 13.2 -9% 10% 38%
Jun-24 62.6 18.6 18.8 69.7 16.5 13.8 -10% 13% 36%

Source: MOSL, WhiteOak Capital Internal Research

Market Capitalisation contribution of Small Cap to overall market cap has gone up significantly. This warrants caution
since there is a large element of froth getting built in this segment in terms of valuations, albeit expectations of high
growth.
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Small Cap Contribution to Market Cap & Future Returns

Small Cap (251°* Rank onwards)

% to Total Market Capitalisation
Month End Last 5 Years Premium/Discount
As on Date over Last 5 Years Next 1 Year Next 2 Years Next 3 Years

A
verage Average

Nifty Smallcap 250 TRI (% CAGR)

Dec-13 10.4 11.8

Dec-14 12.5 11.9 5%

Dec-15 13.3 11.7 14%

Dec-16 14.0 11.9 18%

Dec-17 16.3 12.5 30%

Dec-18 13.1 13.3 1% 7% 8% 24%
Dec-19 10.5 13.3 26% aa% 26%
Dec-20 10.9 12.9 -15% 63% 26% . 33%
Dec-21 14.6 12.9 14% 3% 20%

Dec-22 14.6 12.8 14% 49%

Dec-23 18.3 13.2

Jun-24 18.8 13.8

Source: MOSL, WhiteOak Capital Internal Research

4+ Whenever small-cap contribution as a percentage of total market cap has gone up, subsequent 1 & 2 year
returns have been negative or subdued. It is difficult to assess how much above average should be
considered over valuation, but last 10 years data, as per the above table suggests readings above 30%
(market cap contribution premium/discount over last 5year average) have seen negative returns in the
segment in subsequent years.

4+ However, if one saw this table in Dec 23 & reduced/exited small cap considering the small cap market cap
market cap contribution premium was already 38%, it may have been a decision taken too soon, since the
Nifty Small cap 250 Index went up 22% between 1% Jan 24 — 30" June 24.

4+ July 24 saw the Nifty Small cap 250 Index go up 5.01% .....!!
Is it time to take some money off the table?

# Conservative Investors may consider reducing exposure to small cap & allocating to balanced advantage
funds or multi cap funds, flexi-cap & large & midcap category funds.

%+ It is advisable to allocate fresh money into the markets in a staggered manner, rather than waiting for a
correction. Corrections, if any, are sharp short & swift & hardly provide any opportunities to buy on dips
for most investors, except traders sitting on cash.

4+ Going forward money managers who have better insights of business models and sustainable growth along
with a penchant to identify businesses which are at an inflexion point of growth & scalability, are likely to
generate alpha over benchmark.

4+ We believe portfolios returns going forward, will be a function of this aspect rather than one who is riding
a broad-based market rally.
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Disclaimer

The information contained herein is from publicly available data or other sources believed to be reliable;
Esbee Sharpe Investment Services (Esbee Sharpe) however does not warrant the accuracy, reasonableness
and/or completeness of any information. Opinions expressed are subject to change without notice.

The information provided herein are reproduction of factual details. No part of information provided herein
should be construed as investment advice by Esbee Sharpe and/or its employee. Investor/Client must make
their own investment decisions based on their own specific investment objectives and financial position.
This newsletter does not constitute an offer or solicitation for the purchase or sale of any financial
instrument or as an official confirmation of any transaction. It does not have regard to the specific
investment objectives, financial situation and the particular needs of any specific person who may receive
this newsletter. Investors should seek financial advice regarding the appropriateness of investing in any
financial instrument discussed in this newsletter and should understand that statements regarding future
prospects may not be realized. Esbee Sharpe may trade for its own accounts in any financial instrument or
in related investments mentioned in this presentation. The recipient alone shall be fully responsible / liable
for any decision taken on the basis of this material. Investors should note that income from financial
instruments mentioned in this newsletter, if any, may fluctuate and that each instrument's price or value
may rise or fall. Past performance is not necessarily a guide to future performance. Esbee Sharpe, and any
of its officers, personnel and employees, shall not liable for any loss, damage of any nature, including but
not limited to direct, indirect, punitive, special, exemplary, consequential, as also any loss of profit in any
way arising from the use of this material in any manner. This newsletter is prepared for private circulation.
No part of this material may be duplicated in whole or in part in any form and /or redistributed without the
prior written consent of Esbee Sharpe. This material is strictly confidential to the recipient and should not
be reproduced or disseminated to anyone else. The distribution of this presentation in certain jurisdictions
may be restricted by law, and persons in whose possession this presentation comes, should observe, any
such restrictions

For any queries, please contact:

Subhradip Bhowmick - Phone: +91 98309 90748 | |+91 9674156665, Email — subhradip.bhowmick@esbeesharpe.com

Esbee Sharpe Investment Services (AMFI registered Mutual Fund Distributor)
Apeejay Business Centre, Suite #5, Apeejay House,

15 Park Street, Block A, 8™ Floor, Kolkata — 700 016

GST Registration Number : 19AFNPB4294B1ZI
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