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DOMESTIC INDICES: 2021
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GLOBAL INDICES 2021

GLOBAL INDICES

eunuasly
aJuel4

vsn

BlpuU|
uemie|
pUBJIZ1IMS
Auewiiag
BISSNY

AN
elsauopu|
alodedulsg
uleds
ueder
BUIYD
eaJoy Yyinos
eishejey
|'Zelg

Suoy Suoy




Sectoral Outperformers in CY21




Mutual Fund and FII Flows

'EQUITY

DEBT

All figures in crores

Total 44777 | Total 28170

Source: Moneycontrol,
SEBI
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Ten issues for 2022




1. Freedom from Virus

A. 3rd Wave & Omicron

e The averaoe race nf nmicron has about a 60% lower chance of landing you in the hospital than the
average case of delta.

e The Omirran-tricoered third wave nf Cavid-19 in India mav neak in Iannarv-end and February,
with daily cases touching 10 lakh, a new modelling study by IISc-ISI has predicted.

e The 1T S ic anlv a few dave intn the third calendar vear nf the nandemic and nearlv 500 000 new

COVIN-19 racec are heing counted daily. US also see their cases peaking towards the end of
February and into March.
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1. Freedom from Virus

B. Vaccine and Booster dose

® The booster shot in India will be the
same as the vaccine doses taken
earlier and will not require any sort of
new registration, rather it will be on
appointment basis or walk-ins.

e The European Centre for Disease
Prevention and Control (ECDC) on
Nov. 24 recommended vaccine
boosters for all adults, with priority
for those over 40.

Qur World

COVID-19 vaccine hoosters administered

Total number of vaccine booster doses administered. Booster doses are doses administered beyond those
prescribed by the original vaccination protocol.
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2. Taper tantrums and Emerging
markets- what happened in the past

In May’13, US Fed suddenly announced that they will slow down its massive bond purchase program
which had started in the aftermath of 2008 GFC. Fed’s balance sheet had expanded 3x from $1 tn to $3
tn in these 5 years and global markets were heavily reliant on Fed’s support.

This taper announcement by US Fed triggered sharp selloff in global equity & debt market. Selloff was
even sharper in emerging markets including India triggering capital outflows and currency
depreciation.

Rupee depreciated by more than 15% in the matter of 3 months. RBI reacted by sharply raising interest
rates to stem the fall. Other steps like Market intervention, Capital outflow restrictions, Import duty on
gold, etc. were taken but nothing really worked.

Finally RBI Governor in September announced FCNR(B) window to encourage deposits by NRIs. This
eventually led to $30 bn of inflows and helped stabilized the rupee.

Situation is much different currently when compared to 2013. Current account deficit had increased to
~5% in 2013 (from 1% in 2006), inflation above 10% was stubbornly high, GDP growth was declining
& it was sub 5% in 2013. Policy rate was already high, RBI had raised it from 3.25% in Dec’09 to 8.5% in

Dec’12 leaving little room for monetary & fiscal maneuver. -
(@ Citrus




2. Taper tantrums and Emerging
markets

TABLE 1. Effect of Tapering Talk on “Fragile Five” Countries FIGURE 5. Changes in Policy Interest Rates by Fragile Five
(April-August, 2013) 250 -
Exchange rate % change in % change in
depreciation stock prices reserves 2001 @& Brazil O Turkey
Brazil 17.01 -5.28 -3.07 = i
Indonesia 8.33 -14.21 -13.30 =
India 15.70 -3.32* -5.89 k-4
Turkey 9.21 -15.38 -4.56 2 100 -
South Africa 10.60 6.81 -5.05 =
Source: Calculated using data from the Global Economic Monitor database of the World Bank. 50 - -
Note: *Decline in stock prices in India was about 10 percent if calculated using daily data between Z &
May 22 and August 31, 2013. 0 = ' -  — ;

May 13 Jun 13 Jul 13 Aug 13 Sep 13
Source: Haver.




|3. Earnings Momentum to continue

As we are coming into the fag end of the ultra-loose monetary policy and liquidity cycle, earnings momentum will have
to do the heavy lifting for market levels to sustain.

e Despite covid related disruptions, we saw 5 consecutive quarters of earnings upgrades, best run in a decade. We expect
this upgrade cycle to continue, as India Inc. continue to show resilient performance despite many uncertainties.

e Nifty EPS is expected to clock CAGR of 24% over FY21-24 period. While market may look expensive after the sharp
runup recently, it is trading at ~18x FY24 EPS, we believe that there is more legs to this rally provided that the
earnings momentum is sustained.

e Sectors such as Banking & Financials, Capital Goods, Pharma, IT and Telecom are expected to contribute significantly
to the Nifty EPS growth.

e Sectorssuch as Oil & Gas, Metals & Mining and Utilities may show below =
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4. Union Budget 2022

® Key figure that will be watched will be the fiscal deficit for FY 22 and Projections for FY 23
Sectors which need sops and may be rewarded in the Union Budget:
O Auto
O Hospitality
O Retail
@® Sectors which may be supported to accelerate growth:
© Housing
O Bank (via recapitalisation of PSU Banks)
O Infrastructure spending
® Feel good Announcements
© Direct Tax:
B Relief to some section of the society
B SOPs to taxpayers - transparency, benefits etc
B Simplification of Rules
B Green initiatives - will be liked by FIIs and ESG Funds

Source: Bloomberg, Antique (a Citf'tls
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5. Technology: to be a major trend driver




5. Technology...top10 trends contd

Source: Mint dated 21st Dec 2021




6. Politics and State Elections




7. Government Reforms

* PLI - in new sectors
® PLI schemes in CY21 have been one of the major drivers of growth in Pharma, APls, Chemicals, Auto Ancillaries (incl Batteries)

® Saw new announcements in Semiconductor Manufacturing with total outlay of 76,000crs.
* Privatisation : After Air India - what next?
® In pipeline: BPCL, BEML, SCI, Neelachal Ispat Nigam,etc..
* Labour Reforms : Focus on employment generation
* Infrastructure Funding : Acceleration and Innovation
* Deepening the Retail Debt market: After retail window for G- Sec - Tax incentive?
® RBI recently opened the Debt (in Nov'21) to Retail investors to facilitate retail participation and deepen the bond market

* Health Infrastructure: Ambitious play

® Total allocation to Public Healthcare was 1.2% of GDP in the last Union Budget. Industry body FICCI and KPMG estimates that this
needs to be raised to 2.5%-3.5% of GDP

® Government’s Strategy and outlay towards Public Healthcare needs to be watched out in the upcoming Union Budget

(@ Citt;ﬁoss

* Green Initiatives: Leverage on achieving the Renewable energy goal 9 years in advance




8. Retail investors and IPOs

A. Growth in Demat Account

SURGE IN DEMANT ACCOUNTS

(FIG IN CRS)
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8. Retail investors — Demat accounts

A. Growth in Demat Account

* Indian investors opened a record 14.2 million new demat accounts in FY21, nearly three times
the figure in the previous fiscal year, as the global pandemic and business disruptions opened up
new investment opportunities.

e In contrast, 4.9 million demat accounts were opened in FY20, with a three-year average of 4.3
million in the three fiscal years starting FY18, data from National Securities Depository Ltd
(NSDL) and Central Depository Services Ltd (CDSL) showed.

Source: Credit Suisse (a Cltfvus
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8. Retail investors and IPOs

B. Major IPOs in pipeline

*CY21 saw 65 IPOS and garnered ~1.31 lakh crores - this was ~75% higher than the previous record

in CY17

e 2022 could see an overall IPO size of ~2 lakh crs, of which ~1.13 lakh crores has already been filed

by SEBI

Key IPOs to watch out for in
2022

v

ElLic

sreda Ghvas @ fyew
(01 ARG COamonl S O Ak

DELHIVErY

Dellhivery

& snapdeal

Snapdeal

O oA

OLA

QNSE

NSE

OoYO

OoYO

drom

Droom

Ldrobikwik

Mobikwik

adani
wilmar
Adani Wilmar Go Airlines
g |
SBHARATEH  Campds
Bharat FIH ~ Campus Actiwear
@¢emudnra [ Canyauar
eMudhra Manyavar
QA Urban
» uc
PharmEasy . Company
PharmEasy Urban Company

(" citt

Ir'us

Advisors



8. Retail investors and IPOs

B. Performance of IPOs in CY21

IPO Score card 2021

Company [m](mmj( G&VJ[ Gain/ ]
price price* loss (in¥) | loss (in %)

Nureca 400.00 1,998.00  1,598.00 400

MTAR Technologies 575.00 2,460.00  1,885.00 328

Paras Defence and

Space Technologies 175.00 74255  567.55 324

Laxmi Organic Industries  130.00  432.20 302.20 232

Easy Trip Planners 187.00  538.45 351.45 188

LatentView Analytics 197.00 561.75 364.75 185

Highest Iistingﬂy gains
Company Issue | Current || Gain/ Gain/ Company Listing Issue | Listing day| | Listing day
price price* || loss(in¥)) | loss (in %) date price* | close(in¥) | gain (in %)
Spryoday Small 305.00  145.00 -160.00 -52 Sigachi Industries ~ Nov 15,2021  163.00 603.75 270
Finance Bank ParasDefenceand  Oct1,2021  175.00  498.75 185
CarTrade Tech 1,618.00 847.45 -770.55 -48 Space Technologies
Windlas Biotech 460.00 27530  -184.70 -40 LatentView Analytics Nov 23,2021  197.00 | 488.60 148
One 97 Communications 2,150.00 1,335.10  -814.90 -38 Tatva Chintan July 29,2021 1,083.00 2,310.25 113
FinoPaymentsBank  577.00 37020  -206.80 36 Pharma Chem
S.JS. Enterprises 542.00  387.45 -154.55 29 'ndigﬂ Paints Feb 2' 2021 1.490.00 3,118.65 109
s GRInfraproiects  Julv19.2021 837.00  1.746.80 109

I8 -4
Source: Credit Suisse a Cltrus
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9. Inflation, Interest Rates &
Liquidity

Market participants and central bankers are realizing that the inflation is going to stay stickier
and recent covid surge globally will continue to disrupt supply chains and put inflationary
pressures.

US inflation of 6.2% is much above FED’s target range of 2%. India’s CPI at 4.9% is still near
RBI's comfort zone. WPI had surged to 12% but it is because of sharp increase in commodity
prices and they have already started to cool off.

Fiscal support announced by various governments amounted to ~20% of GDP. G3 countries
have also pumped in ~$10 trillion in liquidity in last 2 years. Stubborn inflation may force
central bankers to reverse ultra-loose interest rate & liquidity environment. US FED has already
given signals about policy reversal. They are expected to raise short-term benchmark interest
rate three times this year. US FED is also expected to accelerate timetable of its monthly bond
purchase reduction and will likely end those purchases in March. RBI is also expected to hike
policy rates by ~50-75 bps in FY23. So in 2022 we can expect beginning of normalisation of

excess liquidity and ultra-low risk free rate. (a 8 -4
Citrus




10. Which will be the winning Asset
class for 2022 - a) Equity

A. EQUITY:

» The year has started with a lot of skepticism about the sustenance of the rally in the background of the heady
run in the Indian and Global markets post Mar 2020:

» Large corrections rarely happen when they so widely expected

» There are a lot of global headwinds especially around liquidity tightening by Central Bankers the world over:

» lItis quite likely that there may be a correction in the large cap indices in the event of sustained selling by
FIIs and lack of buying by Domestic Institutions

> Ho(\j/vze(\)lgré widely growing retail participation, midcaps may not correct in the same way as they did in 2000
an

RISKS:

Frothy valuations of [POs Mad rush towards penny stocks Earnings momentum flagging

(@ Citrus
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10. Which will be the winning Asset
class for 2022 - b) Debt

A. DEBT

» The period of easy monetary policy is coming to an end the world over

> As the realisation dawns that Inflation is structural in nature and not transitory

» RBI s expected to tighten rates in 2022

> They may start with 25 basis point hike in the reverse repo rate in Q1CY22 itself and follow up with a hike in Repo rate

> Fed may raise rates as many as 4 times in CY22
» There is a possibility that Budget may provide some tax sops for bank deposits
» Relaxation of taxation norms for FII investment in Debt is also likely to one of the highlights of the Budget

» It maybe prudent to stick to Fixed maturity/Target maturity Funds or those which can Dynamically change

their portfolio composition
-
Citrus
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DISCLAIMER

This presentation is intended for internal use and may contain confidential information that belongs to the sender and/or legally privileged
information that is protected by the attorney-client privilege. If you are not the intended recipient of this communication, you must not disseminate
copy or take any reliance on it. If you have received this message in error please notify the sender immediately, to arrange the return of the
document. This document is not for public distribution and has been furnished to you solely for your information and may not be reproduced or
redistributed to any other person. The manner of circulation and distribution of this document may be restricted by law or regulation in certain
countries, including the United States. Persons into whose possession this document may come are required to inform themselves of, and to
observe, such restrictions. This material is for the personal information of the authorized recipient, and we are not soliciting any action based upon it.
This report is not to 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. No person associated with Citrus Advisors is obligated to call or initiate contact with you for the purposes of elaborating
or following up on the information contained in this document. The material is based upon information that we consider reliable, but we do not
represent that it is accurate or complete, and it should not be relied upon. Neither Citrus Advisors., nor any person connected with it, accepts any
liability arising from the use of this document. The recipient of this material should rely on their own investigations and take their own professional
advice. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable
basis the information discussed in this material, there may be regulatory, compliance, or other reasons that prevent us from doing so. Prospective
investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice. We and
our affiliates, officers, directors, and employees world wide, including persons involved in the preparation or issuance of this material may; (a) from
time to time, have long or short positions in, and buy or sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other
transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the
company (ies) discussed herein or may perform or seek to perform investment banking services for such company(ies)or act as advisor or lender /
borrower to such company(ies) or have other potential conflict of interest with respect to any recommendation and related information and opinions.
The same persons may have acted upon the information contained here. No part of this material may be duplicated in any form and/or redistributed
without Citrus Advisors' prior written consent. No part of this document may be distributed in India or abroad. In so far as this report includes current
or historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Mutual funds are subject to market risk. Please read the offer document carefully before investing

- Cit
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