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What moved the Indian market?

2022 took the markets round the world on a rollercoaster ride. Despite global headwinds, Indian economy showed

resilience and posted positive returns.

Nifty 50 lost some of the last year’s gains
post the release of the Hindenburg
Report on Adani Group. Nifty Next 50,
however, took a nosedive and fell 7%.

As investors turned to Large and Mid-cap
stocks amidst heightened volatility,
Small-caps suffered despite being
available cheaply.

While, Banking and FMCG stocks
continued to post positive returns, IT
stocks plunged 12%.

Although the valuation premium of IT
stocks has subsided, they continue to
trade above their 10-year average.

Pharma stocks are available at attractive
valuation; however, they continue to be
laggards and are down ~9%.

What led to these returns?

In this section, we analyze the return
from the lens of valuation change and
earnings growth.

While, the global markets were volatile,
Nifty 50 gave a decent 3% return. The
6% contraction in P/E was offset by a 9%
growth in EPS. Among various broad-
based indices, only Nifty Next 50 noted
expansion in valuation, and drop in
earnings; whereas Midcap and Smallcap
indices noted correction in valuation and
sharp earnings growth.

The market remains bullish on Auto
stocks, with the Nifty Auto Index
delivering a notable 17.7% year-on-year
return. Despite a significant contraction
in the P/E multiple, which now stands
close to the 10-year average, there has
been a substantial 177% growth in EPS.

Fundamentals
Ol P/B . {0
Nifty 50 3.0% 20.4 4.1 1.4 20%
'§ § Nifty Next 50 -7.0% | 25.8 | 4.2 16%
o & | Nifty Midcap 150 74% | 239 | 3.2 1.2 13%
Nifty Smallcap 250 | 0.4% | 478 2.9 | 13 | 16%
Nifty Auto 17.7% | 31.8 4.9 1.1 15%
Nifty Bank 11.2% | 15.6 2.7 0.7 17%
Nifty Energy -10.4% | 13.0 | 1.9 29 | 14%
Nifty Financial Serv. | 6.2% 17.0 3.5 0.8 21%
TE Nifty FMCG 26.5% | 39.3 10.9 1.8 28%
% Nifty Healthcare -7.6%
& | Nifty Manufacturing | 3.1%
Nifty IT -12.4%
Nifty Pharma -9.1%
Nifty Realty -9.9% 36.7 2.9 0.4 8%
Nifty Services -3.8% 19.5 4.1 1.4 21%
Source- MOAMC Research, Nifty Indices; Data as of 28-Feb-23
Return Breakdown
Indices 1 Year P/E change EPS change
return
Nifty 50 3.0% -6% 9%
}3 § Nifty Next 50 -7.0% 24% -25%
& & | Nifty Midcap 150 7.4% -11% 21%
Nifty Smallcap 250 0.4% -32% 48%
Nifty Auto 17.7% -57% 177%
Nifty Bank 11.2% -25% 48%
Nifty Energy -10.4% 22% -27%
Nifty Financial Serv. 6.2% -19% 31%
® | Nifty FMCG 26.5% 7% 18%
£ | Nifty Healthcare -7.6% 4% -11%
& | Nifty Manufacturing | 3.1% 40% -26%
Nifty IT -12.4% -21% 11%
Nifty Pharma -9.1% -2% -8%
Nifty Realty -9.9% -34% 37%
Nifty Services -3.8% -18% 18%

Source- MOAMC Research, Nifty Indices; Data as of 28-Feb-23
Meanwhile, the Nifty FMCG Index has witnessed a surge of 26.5% on the back of an expansion in both P/E and EPS.

Despite the 26% decline in earnings, the Nifty Manufacturing Index generated a 3% return year-on-year. This is likely due
to a 40% expansion in the P/E multiple which offset the EPS contraction.

EPS of Energy stocks contracted by 27%. Although the P/E multiple expanded by 22%, it couldn’t offset the earnings
decline and the Nifty Energy Index posted a negative return of 10.4%.

28-Feb-23

www.motilaloswalmf.com

MoTiLAL OSWAL
S —


http://www.motilaloswalmf.com/

Behind the numbers — Feb 2023 INDEX

An overview of market valuations and return drivers FUUDS

MoTILAL OswAL

This article has been issued on the basis of internal data, publicly available information and other sources believed to be reliable.
‘Others’ sector has not been considered as there is no constituent breakup provided for it. The information contained in this document
is for general purposes only and not a complete disclosure of every material fact. The indices mentioned herein is for explaining the
concept and shall not be construed as an investment advice to any party. The information / data herein alone is not sufficient and
should not be used for the development or implementation of any investment strategy. It should not be construed as an investment
advice to any party. All opinions, figures, estimates and data included in this article are as on date. The above graph is used to explain
the concept and is for illustration purpose only and should not be used for development or implementation of an investment strategy.
Past performance may or may not be sustained in future. The article does not warrant the completeness or accuracy of the information
and disclaims all liabilities, losses and damages arising out of the use of this information. The statements contained herein may
include statements of future expectations and other forward-looking statements that are based on our current views and assumptions
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. The Stocks/sectors mentioned above are used to explain the concept and is for
illustration purpose only and should not be used for development or implementation of any investment strategy. It should not be
construed as investment advice to any party. The stocks may or may not be part of our portfolio/strategy/ schemes. Past performance
may or may not be sustained in future. Readers shall be fully responsible/liable for any decision taken on the basis of this article.

Mutual Fund investments are subject to market risks, read all scheme related documents carefully.
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