MUTUAL
FUND

@ Edelweiss

|deas create, values protect

Why it is risky to be Underweight
Indian Equities Now?

Nov- 2020



Vaccine Trigger

Healthcare crisis needed a medical solution...which is finally here

/6
,‘ Results of two highly effective vaccines announced...more to
follow

Effective worldwide distribution is still a challenge...

...But beginning of an end of the crisis has happened



Indian Economy has finally bottomed out

GDP - Quartely Trends
15.0

\
10.0 ~—_
e— \/_
5.0
0.0
-5.0
-10.0
-15.0
-20.0
-25.0
(@)} (@)} (@)} (@)} o o o o —
— — — — o o o~ o~ o~
> > > > > > > > >
L L L L L L L L L
— o~ ™M < — o~ ™M < —l
g g g g g g g g g

——=Nominal GDP YoY Growth —Real GDP YoY Growth

Source: Phillip Capital, MOSL

Q2FY21E
Q3FY21E
QA4FY21E



Indian Economy has finally bottomed out

GDP Growth Trends
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At last, EPS growth to accelerate to higher
trajectory

Nifty EPS Trends
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Government has not wasted the crisis

Long term structural reforms pushed through

e Agrilaws
e Labor laws

Renewed focus on manufacturing

e Atmanirbhar initiative
¢ Incentivizing investments

Structural reforms to lift long term sustainable growth rate



Valuations close to average

Nifty - RoE 1 Year Forward (%)

Nifty — P/B 1 Year Forward (x)
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Foreign flows likely to be benign

+ Expected USD weakness likely to fuel EM inflows

3‘]1&0'] ]

25,000
20,000
15,000
10,000

5,000

-5,000
-10,000

-15,000

Source:

{  mFll(Cash) 8,000
. 6,000
1  m DIl Flows (Domestic MF +
Insurance) 4,000
E 2,000 - J
A
| =
-2,000 |
_ -4,000
_ -6,000 -
i -8,000 -
-10,000
- (= (=} o o
= ~om N WM~ 0 O = oM os oW WD~ 00 # o~ ™~ ™~ ~
8283833885882 =022 L2E58325% = e i L
o 0O 0 000 0000000000000 0O ™ o T m o
[ I B oo IR o I o B o T o I o Y I o O o I o I o I o I I & T OO Y o R o [ e - [ E =T
oo o o o 0 o o Qoo oo oo 900909 B
NSDL, BSE, NSE and Bloomberg. YTD 2020 = Fil = USS10.9bn, DIl = USS4bn (MF=USS-2bn, BFIs=USS56.3bn).* As on 13-Nov-20.

May-20

Jun-20

Jul-20

| Fll

_.._I._Il_

Aug-20

Dl

Sep-20

Oct-20

Nov-20 *



l Why equities may continue to do well....

Indian economy...past its worst

iy

Q Earnings growth to accelerate to a higher trajectory
ik/) Tail risks in BFSI seem well contained
AA
Bliaile: Big structural reforms of past years to lift potential growth rate

@\ . Global Risk On... Foreign investors appear enthusiastic

Vaccine trigger is finally here



Our advice: Reconsider asset allocation

Sharp bounce in stocks since March had unnerved investors...

e Legitimate questions about disconnect between fundamentals and markets
e ..lLeading to big redemptions

...But we believe it’s time to re-evaluate stance

e Could being underweight (compared to model asset allocation) lead to opportunity loss?

Remember, volatility and corrections, part of the game
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l Risk to our hypothesis

/‘/\/ Subsequent infection waves derailing economic activity
m Global risk off events
@i Indian government going back on key reforms

Global central banks reversing benign monetary policies

g-!-. Unknown and unknowable
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Disclaimer

Mutual fund investments are subject to markets risks, read all scheme related documents carefully

Disclaimer: This document has been prepared by Edelweiss Asset Management Limited (Edelweiss AMC) based on internal data,
publicly available information and other sources believed to be reliable. Any calculations made are approximations, meant as
guidelines only, which you must confirm before relying on them. The information contained in this document is for general purposes
only. The document is given in summary form and does not purport to be complete. The document does not have regard to specific
investment objectives, financial situation and the particular needs of any specific person who may receive this document. Sector(s) /
Stock(s) / Issuer(s) mentioned above are for the purpose of explanation and should not be construed as recommendation. The fund
manager(s) may or may not choose to hold the stock mentioned, from time to time. Investors are requested to consult their financial,
tax and other advisors before taking any investment decision(s). The information/ data herein alone are not sufficient and should not
be used for the development or implementation of an investment strategy. The same should not be construed as investment advice
to any party. The statements contained herein are based on our current views and involve known and unknown risks and
uncertainties that could cause actual results, performance or events to differ materially from those expressed or implied in such
statements. Neither Edelweiss Asset Management Limited (Edelweiss AMC) and Edelweiss Mutual Fund (the Fund) nor any person
connected with them, accepts any liability arising from the use of this document. Edelweiss Mutual Fund/AMC is not guaranteeing
returns on investments made in this scheme. The recipient(s) before acting on any information herein should make his/her/their own
investigation and seek appropriate professional advice and shall alone be fully responsible / liable for any decision taken on the basis
of information contained herein. Past performance may not be sustained in the future.
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l Thank you




