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Key macro charts

Growth outlook robust
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Key market charts

Performance across asset classes
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Executive Summary

Sayonara 2024

F7 ,61v7 7+& ' ,567 7,0& :& :5,7& 7+,6n #87 7+& <&!5 \ X\~
geographical, economic, climatic and political realms. In a year when a significant chunk of humanity chose their

/ &! %&56n A21!-dledionas thd BSvPBesider®& in a down-to-the-wire contest has forced a refresh of the
economic and geopolitical calculus across the world. His proposed tax cuts, trade -protectionist, America -first policies

have pushed US isolationism upon an increasingly fragmented world, with implications for the rest of the world,

including India. A world used to US demand would be forced to reckon with spillovers of a stronger dollar, more
competition, higher import duties an d new strategic alignments.

c25 7+& RPn 7+,6 +!6 !'/62 0&!'17 7!3&5&% 5! 7& $87 &; 3&$7! 7,
for 50bps cut in 2025 after a total of 100bps that we saw this year. There are also other factors at play for the US

economy and markets such as the rising importance of unelected persons of interest and of digital assets. The two hot

wars of last year continue; the Middle East saw the decades -old Assad regime fall in a matter of weeks, with Turkey

and Israel gaining significantly in the b alance of power. The Russia-Ukraine conflict has now seen entry of North Korean

troops, apart from the indirect participation of multiple countries on each side. Geopolitical uncertainty has
contributed to commodity price volatility, but lower than in pre vious years, as demand pressures have kept prices in

check.

Back home, the 2024 General Elections secured a third consecutive term for Shri Narendra Modi, making him only the
6&%$21% M5, 0& J, 1, 67&5 , lindépentle nge2dBathrebe<hisbeat+ EcénordicGgrowth rerhaihéd
strong for most of the year before surprising on the downside in the later part with a weak Q2 GDP print and subdued
corporate profitability. Nevertheless, India remains the fastest growing large economy in  the world. An inflation spike,
+2: &9&5n . &37 7+& O?Fv6 JM@ 21 +2/ %o ,7 5&0!,16 72 #& 6&&
detailed coverage on the macro scene, please refer to our Macro Round-up section. For domestic capital markets, the
year saw several crucial developments, ranging from modifications in capital gains taxes to tightening of F&O norms
to massive FPI selling in the later part of the year, and of course, the IPO boom. The year 2024 saw record-high capital
raising through IPOs, with Rs 1.4 lakh crore raised till November 2024, with India leading the world in number of
issuances (241 during Jan-K 2 9 v \Rétad knterest in the markets led to significant milestones being crossed. The
number of unique investors passed the nine crore mark in February, 10 crore in August and currently stands at 10.85
crore. The number of accounts through these investors trade (UCCSs) is nearly 21 crore.

Global equities had a strong run this year, albeit with notable divergences across markets. Developed market equities,
as represented by the MSCI World Index (which includes stocks from 23 developed markets), posted a robust 16.6%
gain year-to-date (as of December 19th, 2024), largely driven by a strong rally in US equities (S&P 500: +23%). In
contrast, European and UK markets recorded more modest mid -single-digit gains. Emerging markets, represented by
the MSCI EM Index (which tracks stocks from 24 emergin g economies), underperformed with a return of 5.7% year -
to-date, as the strengthening US dollar, trade policy uncertainties, and growth concerns in China dampened investor
sentiment. Meanwhile, global debt markets have experienced significant volatility an d are poised to close the year in
the red, reflecting the impact of shifting policy expectations.

Indian markets, while outperforming the broader emerging market pack, had a roller coaster ride this year. After rising
to fresh record high levels in late -September, the Nifty 50 Index witnessed an 11% correction in little over a month,
even as the year-to-date gain remains decent at 10.2% (As of December 19th, 2024). Emerging signs of economic
slowdown, heavy FPI selling and stretched valuations triggered a sell -off in Indian equities over the last few months.

Our Story of the month looks at second-quarter earnings. Topline growth for Nifty 50 and Nifty 500 companies
moderated to a 15-quarter low of 6.6% and a three -quarter low of 8.3% YoY, respectively. Mid - and small-cap
companies (Nifty 500 ex -Nifty 50) perfo rmed better with a robust 9.8% YoY growth in net sales, the highest in six
quarters. Financials drove over 50% of topline growth, supported by strong credit offtake, while Consumer
Discretionary contributed 27.5%, led by consumer durables and apparel. In ¢ ontrast, Materials and Energy faced a
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weak quarter due to softer demand, lower realizations, and weaker refining margins. Industrials showed resilience
benefitting from a pick -up in government spending post-election. Rising costs pressured profitability, as operating

profit (EBITDA) for Nifty 50/Nifty 500 (ex -Financials) contracted 0.5%/4.1% YoY and 1.7%/4% QoQ. Adjusted PAT
growth fell to an eight -quarter low of 0.8% YoY for Nifty 50 and -4.1% YoY for Nifty 500. The Nifty 500 ex -Nifty 50
universe underperformed on profitability with  -10.1% YoY, despite stronger revenue growth. Our Chart of the month
7! . &6 ! %&&3 &5 [/ 22. ' 7 + 2 : mpBsttidh,andpdtnetsi®igs Bave! etoked @v&r the years. % &

A weak second quarter resulted in downward revisions in earnings estimates across the board, and starkly so in
commaodity -oriented sectors including Energy and Materials. Earnings estimate for FY26 was also curtailed by 2.9%
during this period, even as the revisions were relatively more broad -based across sectors, leading to a steep fall in the
Earnings Revision Indicator (ERI) as well. Notwithstanding a disappointing performance in the second quarter,
corporate profitability over the coming quarters should see an improvement, thanks to higher Government spending,
festive-led boost to urban consumption and continued recovery in rural demand. Escalation in geopolitical tensions,
and consequent surge in commodity price volatility, coupled with weather -related disruptions, pose key downside
risks. By the way, 2024 is on track to be the hottest year on record!

Our Insights section has a number of interesting papers from the CBS team at IIM Ahmedabad, and the EPR team. The
first paper presents the idea of "pleasure of paying," a pleasant emotion felt when using mobile payments by
investigating the neural correlat ions of pain and pleasure in payment using electroencephalogram (EEG) techniques.
The second paper explores how stocks with mean -reverting returns affect investors who base their preferences on
prospect theory. The third paper explores the role of personal ity traits in investment decisions, demonstrating that
they influence investment behaviour through beliefs, preferences, and social interaction tendencies. The fourth paper
examines how Al investment drives product innovation, leading to enhanced sales gro wth, employment, and market
value. The fifth paper uncovers how digital adoption stimulates consumer spending due to reduced transaction costs
and the subdued endowment effect. The sixth paper addresses pricing of perpetual futures under no -arbitrage
conditions, exploring both discrete and continuous -time formulations, deriving funding specifications that ensure
perpetual futures prices match the spot prices. The seventh paper presents an approach to measure the state of the
economy through textual analysis of business news using a text-augmented vector autoregression.

Towards the end as usual, any take on the year is complete without an account of the technology frontier that gets
better by the day. We now have an LLM that can do advanced math, quantum computing that promises to become
mainstream soon, leading to commer cial viability. These changes are likely to change our lives in ways that would be
difficult to fathom in the short term but would have long -term consequences. On that note, we bring you the December
edition of the Market Pulse. As always, we look forward to your comments and suggestions.

Tirthankar Patnaik

Chief Economist
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Story of the month
Q2FY25 Earnings Review: A muted quarter

Topline growth for Nifty 50 and Nifty 500 companies moderated to a 15 -quarter low of 6.6% and a three -quarter low
of 8.3% YoY, respectively. Mid- and small-cap companies (Nifty 500 ex-Nifty 50) performed better with a robust 9.8%
YoY growth in net sales, the highest in six quarters. Financials drove over 50% of topline growth, supported by strong
credit offtake, while Consumer Discretionary contributed 27.5%, led by consumer durables and apparel. In contrast,
Materials and Energy faced a weak quarter due to softer demand, lower realizations, and weaker refining margins.
Industrials showed resilience benefitting from a pick -up in government spending post -election. Rising costs pressured
profitability, as operating profit (EBITDA) for Nifty 50/Nifty 500 (ex -Financials) contracted 0.5%/4.1% YoY and
1.7%/4% QoQ. Operating expenses rose 6.4%/8.7% YoY, outpacing revenue growth, leading to margin compression
of 83bps/172bps YoY to 20.4%/17.6% , respectively. Nifty 500 ex -Nifty 50 companies saw a sharper margin decline
of 256bps YoY to a six-quarter low of 14.7%, despite better topline performance. Adjusted PAT growth fell to an eight -
quarter low of 0.8% YoY for Nifty 50 and -4.1% YoY for Nifty 500. Financials offset declines in commodity sectors
(Energy, Materials) impacted by weaker demand and falling prices. The Nifty 500 ex-Nifty 50 universe underperformed
on profitability with -10.1% YoY, despite stronger revenue growth.

A weak second quarter resulted in downward revisions in earnings estimates across the board , and starkly so in
commodity -oriented sectors including Energy and Materials. Consensus earnings estimates (from LSEG Datastream)
for FY25 for the top 200 covered companies by market cap witnessed earnings cut of 3.6% since September-end (As
of December 12"), with Energy and Materials accounting for ~64% of the change in aggregate earnings during this
period. Earnings estimate for FY26 was also curtailed by 2.9% during this period, even as the revisions were relatively
more broad-based across sectors. This translates into an expected aggregate profit growth of 5.9%/18.3% in
FY25/FY26 on top of a robust 33. 4% growth in FY24, implying a CAGR of 11.9% during FY2426. In line with significant
downgrades, the Earnings Revision Indicator (ERI) * also fell deep in the negative territory, implying a greater number
of downgrades than upgrades. Notwithstanding a disappointing performance in the second quarter, corporate
profitability over the coming quarters should see an improvement, thanks to higher Government spending, festive-led
boost to urban consumption and continued recovery in rural demand. Escalation in geopolitical tensions, and
consequent surge in commodity price volatility, coupled with weather -related disruptions, pose key downside risks.

i Topline growth remained muted in Q2FY25:  The topline growth of Nifty 50 and
Nifty 500 companies slowed to a 15 -quarter and a three -quarter low of 6.6% and
8.3% respectively in Q2FY25. Excluding the Nifty 50 companies, the topline reported a three-quarter

’ low net sales growth of

growth of the remaining companies stood at a robust 9.8% YoYi the highestin g 30 Nifty 50 companies
the last six quarters, indicating relatively better performance of mid - and small- reported a 15-quarter low
cap companies. Within Nifty 500 companies, Financials drove over 50% of the  growth of 6.6% YoY.
topline growth, aided by strong credit offtake, while Consumer Discretionary
contributed 27.5%, led by consumer durables and apparel. Commodity sectors,
viz., Materials and Energy, reported a weak quarter, reflecting the impact of
weaker demand, lower realisations and weaker refining margins, while
Industrials showed resilience , aided by a pick-up in government spending after
election -led halt.

While Nifty 500 companies

1 Rising costs weigh ed on operating profits in Q2FY25 : Operating profit (EBITDA) EBITDA growth rate
for Nifty 50/Nifty 500 universe (ex. Financials) contracted 0.5%/4.1% YoY and moderated to -0.5% YoY/
1.7%/4% QoQ, reflecting rising cost pressures that accentuated the slowdown in ;,1i7OZOY(?\?/2f;:nSoQ .
consumption demand. Operating expenses surged 6.4%/8.7% YoY, outpacing '

e . . Nifty50 and Nifty 500
revenue growth of 3.5%/5.3% YoY, resulting in margin contraction of 83bps/172 universe respectively.

1Q+& BOF ,6 $!/%$8/! 7&8%h180#&88RP%&%221( BBWA&G%RB27!/ 180#&5 2°' 83 ( Elto%n&6 ! 1% %2:
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bps YoY to 20.4%/17.6%. For Nifty 500 universe ex -Nifty 50, margins fell by a

higher 256bps YoY to a six-quarter low of 14.7%, despite better revenue

performance. Higher share in incremental raw material costs of Energy (25%) and
Consumer Discretionary (48%) sectors, yielded margin compression in Q2.

Excluding Energy, Financials, and Consumer Discretionary, EBITDA grew by a
decent 7.3% YoY, resulting in a margin acreetion of 49bps to 22.7%.

Adjusted PAT growth declined to an eight-quarter low in Q2: Aggregate
adjusted PAT growth for Nifty 50 and Nifty 500 companies fell to an eight-quarter
low of 0.8% YoY and -4.1% YoY respectively in Q2FY25. Sector-wise, companies
in the Financials sector have contributed majorly to the PAT growth in both Nifty
50 and Nifty 500 companies, counterbalancing the drag on overall profitability
from commodity sectors including Energy and Materials. Weaker demand, falling
prices and weaker refining margins for oil marketing companies weighed on the
profitability of commodity -linked companies in the quarter gone by. Notably, five
out of 11 GICS sector within the Nifty 500 universe reported a YoY contraction in
aggregate profits. Further, while the Nifty 500 ex-Nifty 50 universe outperformed
Nifty 50 companies in terms of topline growth, its performance in terms of
profitability was weaker than that of the Nifty 50 companies at -10.1% YoY.

A disappointing performance in Q2 triggered  downward revisions in earnings
estimates: Our analysis of earnings revisions of top 200 covered companies by
market capitalisation show that aggregate earnings estimate for FY25 fell by
3.6% since September-end, translating into earnings growth falling to 5.9% (As
on December 12") from 9.8% as of September -end. Notably, all sectors, barring
Real Estate, have seen downgrades in earnings estimates during this period, led
by Energy and Materials, reflecting the impact of a disappointing quarter and
rising geopolitical uncertainty. Excluding these two i accounting for 64% of the
change in aggregate earnings since September-end, the downward revision in
aggregate profit estimate was relatively modest at 1.7%. Earnings estimate for
FY26 was also cut by 2.9% since Sep-end, almost entirely r eversing the upward
revision seen in H1FY25, translating into an expected profit growth of 18.3%
(CAGR over FY2426: 11.9%). The downward revision in FY26 earnings was
relatively broad -based, with Energy, Financials and Materialstogether accounting
for nearly two -third to the absolute decline in FY26 profit estimate .

I T, 7+ 7 +fé8llingBd®dp in the negative territory: After a sharp drop
following the onset of the Russia -Ukraine war in Febv \, the Earnings Revision
Indicator (ERI) 2 for the Nifty 50 universe picked up in H2-2022, indicating higher
number of upgrades than downgrades. This was aided by resilient economic

performance, strong Government capex and robust credit offtake by banks. The

ERI moved in a tight band over the subsequent 15 months until March 2024, as

in-line corporate earnings kept number of upgrades and downgrades contained.

In FY25 thus far, however, the ERI has turned volatile again, and has fallen deep
in the negative territory over the last three months. All sectors barring Healthcare
IT, and Communication Services have the ERI values hovering in the negative
territory, indicating a greater number of downgrades than upgrades.

2Q+& BOF , 6

$!1/$8/ ! 7&%hhufbenof BB OHED! B&6 BB BT %&6180#&5 2°'

23/330

Aggregate adjusted PAT
growth for Nifty 50 and
Nifty 500 companies
came in at an eight-
quarter low of 0.8% YoY
and -4.1% YoY
respectively in Q2FY25.

Aggregate earnings
growth of top 200
companies is pegged at
5.9% and 18.3% in
FY25 and FY26
respectively, implying an
earnings CAGR of 1.9%
during this period.
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Nifty 50 Q2FY25 results

Aggregate topline growth for Nifty50 companies = moderated for the second quarter in

a row: The Nifty 50 companies experienced a slowdown in their topline growth for two
straight quarters, with the YoY growth falling from 9.7% in Q1FY25 to a 15 -quarter low of
6.6% in Q2FY25. On a sequential basis, the topline growth fell by a modest 0.1% QoQ as
compared to a 2.2% QoQ drop in the previous quarter. Comparing this with the pre -
pandemic performance, the topline growth in Q2FY25 was lower than the average of
YoY/QoQ growth rate of 11.1%/1.2% witnessed in the s ame period over five years prior
to the onset of the pandemic (2015 -19). Within the Nifty 50 universe, 40 and 36
companies registered a YoYand QoQexpansion in net sales during the September quarter
as compared to 45 and 29 companies respectively in the previous quarter.

Sector-wise, Financials (gross interest income) continued to be the key driver of
expansion in Nifty 50 net sales during the quarter, accounting for over 55% of the YoY

rise, aided by strong recoveries and lower credit costs. That said, the sector's toplin e
growth slowed for the third consecutive quarter, marking its weakest performance in the

past eight quarters due to asset quality challenges. Excluding Financials, Nifty 50
universe posted a subdued topline growth of 3.5% YoY, reflecting the impact of weak
external and domestic urban consumption demand. On the other hand, the industrials
sector reported an improvement in topline growth , contributing slightly over 10% of the

YoY rise in Nifty50 aggregate topline. This growth was driven by robust order books and
increased government spending on infrastructure projects following the elections.

Among other sectors, B1 &5 ( <n $2175, #87, 1 ( \ ¢ - 72 T7+& K,'7K< Xv 6
modest 1.7% YoY growth in the September quarter. This was primarily led by declining

refining and marketing margins , impacted by lower crude oil prices and weak demand.

The Consumer Discretionary sector reported a 10-quarter low topline growth, due to

muted commercial and passenger vehicle demand, partially offset by robust two-wheeler

sales. Materials and Ultilities sector reported YoY and QoQ decline in the September

quarter, weighed by poor demand and lower commaodity prices.

companies in Q2FY25

Table 1: Sector-wise net sales growth of Nifty 50
QoQ growth YoY growth
Jun-24 Jun-24

Communication Services ' (1.1) 2.4 7.7 7.3 2.8 12.0
Consumer Discretionary 5.3 (4.4) (0.6) 24.8 9.3 3.2
Consumer Staples 3.4 2.6 6.4 4.5 5.6 8.7
Energy (1.1) a.7) (4.5) (5.3) 5.3 1.7
Financials 11.7 1.0 4.3 33.3 26.2 17.8
Health Care 4.0 6.4 5.7 11.9 9.1 10.9
Industrials 1.3 (17.8) 4.4 (6.6) 10.5 13.8
Information Technology 0.7 14 29 5.6 3.4 5.6
Materials 1.7) (5.4) (3.1) 0.7 1.4 (0.1)
Utilities 3.9 (0.1) (6.0) 1.7 10.0 (0.5)
Nifty 50 2.8 (2.2) 0.1) 7.5 9.7 6.6
Nifty 50 ex-Energy 4.6 (2.4) 1.8 14.0 11.7 8.7
Nifty 50 ex-Financials 0.6 3.1) (2.4) 2.0 5.6 35
Nifty 50 ex-energy ex-fin 1.7 (4.0) 0.6 7.1 5.8 4.6
Nifty 50 excl HDFCBK 14 (2.4) 0.2) 5.5 8.1 6.4

Source: CMIE Prowess, LSEG workspace, NSE EPR. Note: The above table provides data for companies in the Nifty 50 index as oSeptember 30", 2024.
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Figure 1: Sector -wise net sales growth of Nifty 50 companies in Q2FY25
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Source: CMIE Prowess, LSEG workspace, NSE EPR
Note: The above chart provides data for companies in the Nifty 50 index as on September 30 ™, 2024.

Table 2: Sector -wise contribution of Nifty 50 companies to net sales growth in Q2FY25

Contribution to net sales growth
Sector Net sales (Rs crore)

% QoQ
Communication Services 41,473 0.2 0.3
Consumer Discretionary 2,23,507 (0.2) 0.4
Consumer Staples 50,648 0.2 0.2
Energy 5,23,322 (2.3) 0.5
Financials 4,40,855 1.0 3.9
Health Care 33,970 0.1 0.2
Industrials 95,835 0.2 0.7
Information Technology 1,69,722 0.3 0.5
Materials 2,09,017 (0.4) (0.0)
Utilities 55,974 0.2) 0.0
Nifty 50 18,44,323 0.1) 6.6
Nifty 50 ex -Energy 13,21,000 (126.6) 6.1
Nifty 50 ex -Financials 14,03,468 104.6 2.8
Nifty 50 ex -energy ex-fin 8,80,145 (28.6) 2.3

Source: CMIE Prowess, LSEG workspace, NSE EPR
Note: The above table provides data for companies in the Nifty 50 index as on September 30 ™, 2024.
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Figure 2: Sector -wise share in net sales of Nifty 50 companies in Q2FY25
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Source: CMIE Prowess, LSEG workspace, NSE EPR
Note: The above chart provides data for companies in the Nifty 50 index as on September 30 ™, 2024.

Figure 3: Quarterly trend of Nifty 50 revenue growth (YoY)
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Source: CMIE Prowess, LSEG Workspace, NSE EPR
Note: The above chart includes companies in the Nifty 50 index as on end of respective quarters.
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operating profit (EBITDA) growth rate of non -financial Nifty 50 companies moderated for

the four consecutive quarters. In Q2FY25, aggregate EBITDA contracted by 0.5% YoY and
1.7% QoQ, much lower than the average YoY growth rate of 7% witnessed in the

September quarters over five years prior to the onset of the pandemic (2015 -19). As a
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result, EBITDA margins contracted by 83bps YoY and 8bps QoQto 20.4%. Out of 39 non-
financial companies in the Nifty50 Index, 28 and 20 companies registered a YoY and QoQ
expansion in EBITDA in Q2FY25 vs. 34 and 39 companies respectively in the previous

quarter. These trends highlight a broad-based pressure on profitability, driven by a

combination of slowing demand and rising operational costs.

Raw material costs for Nifty50 universe excluding Financials surged 6.9% YoY, resulting
in an expansion of the raw material costs to net sales ratio by 64bps YoY/108bps QoQ,
driven by slowdown in revenue growth and rising input costs. Energy sector contrib uted
a significant 54% to the YoY rise in raw material costs for the universe , with a growth rate
of 7.2% YoY. This wasprimarily influenced by softer product prices and weaker demand
amid global uncertainties and subdued domestic industrial activity.

The wage bill for non -financial Nifty 50 companies grew by 5.8% YoY, with its share of net
sales rising by a modest 4bps YoY in Q2FY25.Notably, IT and Consumer Discretionary
sectors accounted for 57% of the increase. Total operating expenses of non-financial
Nifty 50 companies rose by 6.4% YoY, outpacing the net sales growth of 3.5% YoY for this
universe, indicating cost pressures. Sequentially, operating expenses contracted by a
modest 0.2% QoQ, more than offset by a higher 1.4% QoQ decline in net sales.

Barring Energy that reported the steepest decline in the last 17 quarters , all other sectors
registered a YoY expansion in EBITDA in the quarter gone by. Excluding Financials and
Energy, aggregate EBITDA of the Nifty 50 companies grew by 7.5% YoY, exceeding the
revenue growth of 4.6% YoY, thereby resulting in a margin accretion of 60bps YoY to
22.9% for this universe.

Figure 4: Change in expenses for Nifty 50 companies (ex -Financials) in Q2FY25

EQoQ mYoY
8%
6.9%
7% 6.4%

6% 5-8% 5.5%
5%
4%
3%

2%
0.9%

1%

0%
-0.2%
-1%
? -0.7%
-2%
Raw materials Salaries & wages Other operating Total expenses**
expenses*

Source: CMIE Prowess, LSEG workspace, NSE EPR
1. *Other operating expenses include selling, general & administrative expenses, rental expenses, and other operating costs.
2. ** Total expenses exclude interest expenses and depreciation.
3. The above chart provides data for companies in the Nifty 50 index as on September 30 ™, 2024.
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Table 3: Sector -wise EBITDA growth of Nifty 50 companies in Q2FY25
QoQgrowth YoY growth

Jun-24 Jun-24
Communication Services (0.5) 2.3 104 12.5 2.2 13.4
Consumer Discretionary 7.6 .7) (8.4) 57.1 204 25
Consumer Staples 1.9 1.0 0.1 10.4 2.9 1.0
Energy (3.5) (7.5) (6.1) 59.2 (13.0) (15.4)
Financials 10.4 0.3 4.3 50.0 27.3 20.3
Health Care 6.3 14.6 6.7 15.9 15.3 15.9
Industrials 9.9 (10.8) 8.2 18.9 19.9 18.1
Information Technology 2.7 (3.7) 0.1 4.9 9.0 6.3
Materials (6.4) (5.6) (4.2) 32.8 3.4 5.9
Utilities 3.2 (4.8) 34 9.0 6.6 6.8
Nifty 50 48 (2.0) 1.3 39.6 13.2 9.4
Nifty 50 ex -Energy 6.9 (2.0) 2.7 35.9 19.6 14.9
Nifty 50 ex -Financials 0.3 (4.3) @.7) 31.4 15 (0.5)
Nifty 50 ex -energy ex -fin 2.4 (2.9) 0.2 20.1 9.8 7.5

Source: CMIE Prowess, LSEG Workspace, NSE EPR
Note: The above table provides data for companies in the Nifty 50 index as on September 30 ™, 2024.

Table 4: Sector -wise EBITDA margin of Nifty 50 companies in Q2FY25

Sector EBITDA Margin QoQ change (bps) YoY change (bps)
Communication Services ‘ 55.9 139 73
Consumer Discretionary 16.3 (140) (11)
Consumer Staples 27.8 a77) (210)
Energy 16.2 (28) (328)
Financials 71.3 1 143
Health Care 28.6 27 122
Industrials 20.7 72 75
Information Technology 24.5 (67) 17
Materials 15.1 17) 84
Utilities 45.2 409 309
Nifty 50 32.6 45 82
Nifty 50 ex -Energy 39.1 33 211
Nifty 50 ex -Financials 20.4 (8) (83)
Nifty 50 ex -energy ex -fin 22.9 (8) 60

Source: CMIE Prowess, LSEG Workspace, NSE EPR
Note: The above table provides data for companies in the Nifty 50 index as on September 30th, 2024.
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Figure 5: Sector -wise EBITDA growth of Nifty 50 Figure 6: Sector -wise EBITDA margin of Nifty 50
companies in Q2FY25 companies in Q2FY25
EBITDA growth (%YaY) EBITDA margin (%)
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Nifty 50 ex-Energy & Fin m 7.5% Cons. Stap. [N 27.8%
Nifty 50 I 9.4% Healthcare [ 23.6%
Comm. Svcs. B 13.4% Nifty 50 [ 32.6%
Nifty 50 ex-Energy e 14.9% Nifty 50 ex-Energy I 39.1%
Healthcare B 150% Utilities NI  45.2%
Industrials E 15.1% Comm. Sves. NN 55.9%
Financials E 203% Financials [N 71.3%
0% 50% 100%

(40%) (20%) 0% 20% 40%
Source: CMIE Prowess, LSEG Workspace, NSE EPR
Note: The above charts provide data for companies in the Nifty 50 index as on September 30 ™, 2024.
Table 5: Sector -wise contribution of Nifty 50 companies to EBITDA growth in Q2FY25
Contribution to EBITDA growth

Sector EBITDA (Rs crore)
% QoQ

Communication Services 23,175 0.4 0.5
Consumer Discretionary 36,380 (0.6) 0.2
Consumer Staples 14,069 0.0 0.0
Energy 84,944 (0.9) (2.8)
Financials 3,14,316 2.2 9.6
Health Care 9,717 0.1 0.2
Industrials 19,806 0.3 0.6
Information Technology 41,647 0.0 0.5
Materials 31,478 0.2) 0.3
Utilities 25,293 0.1 0.3
Nifty 50 6,00,823 13 9.4
Nifty 50 ex -Energy 5,15,880 2.3 12.2
Nifty 50 ex -Financials 2,86,508 (0.9) (0.3)
Nifty 50 ex -energy ex -fin 2,01,564 0.1 25

Source: CMIE Prowess, LSEG Workspace, NSE EPR
Note: The above table provides data for companies in the Nifty 50 index as on September 30 ™, 2024.
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Figure 7: Sector -wise share in EBITDA of Nifty 50 companies in Q2FY25
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Source: CMIE Prowess, LSEG Workspace, NSE EPR
Note: The above chart provides data for companies in the Nifty 50 index as on September 30 ", 2024.

Figure 8: Quarterly trend of Nifty 50 EBITDA growth (YoY)
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Source: CMIE Prowess, LSEG Workspace, NSE EPR
Note: The above chart includes companies in the Nifty 50 index as on end of respective quarters.
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Figure 9: Quarterly EBITDA margin trend of Nifty 50 companies
EBITDA margin trend for Nifty 50 companies

45% e Nifty 50 = Nifty 50 ex-Energy Nifty 50 ex-Fin Nifty 50 ex-energy ex-Fin

40%

35%

30%

25%

20%

15%

10%
L0 © © N~ N~ [ee] [ee] [o)] (o] o o — i (] N 2] [8¢] < <
— — i — i — — — I N N N 3 N N N N [N N
$ = H = & = B = 6 = & = & = & = H = &

Source: CMIE Prowess, LSEG Workspace, NSE EPR
Note: The above chart includes companies in the Nifty 50 index as on end of respective quarters.

PAT growth for Nifty 50 universe dropped to  an eight -quarter low in Q2FY25: In the
quarter ending September 2024, the PAT growth rate for Nifty 50 companies came in at
a modest 0.8% YoY to Rs 2.03 lakh crore. This marked the slowest YoY expansion in the
last eight quarters, attributed to rising costs and moderation in revenue growth. Within
Nifty 50 companies, 23 and 15 companies reported a YoY and QoQ growth in PAT in the
September quarter, down from 37 and 21 companies respectively in the June quarter.
The Financials sector, which accounts for 38% of the total PAT for Nifty 50 companies,
was the primary contributor to PAT growth in Q2. Excluding Financials, aggregate PAT
actually declined by 7.4% YoY, marking the second consecutive decline in the last seven
quarters. While the Nifty 50 PAT margin fell to a three -quarter low of 11%, it dropped to
a seven-quarter low of 8.9% when excluding Financials.

Among other sectors, the YoY PAT growth was led by Industrials supported by robust
revenue performance in Q2 in the wake of pick up in government capex spending. On the
other hand, Energy sector dragged the PAT lower, with a YoY contraction of 26.8% ,
marking the steepest YoY decline in the last eight quarters, attributed to lower refining
margins. Excluding Energy, Nifty 50 PAT grew at a decent pace of 10.3% YoY, with a PAT
margin of 12.5% (+18bps YoY). Consumer Discretionary, Consumer Staples and Materials
sectors also weighed on profitability of Nifty 50 universe, primarily due to weak urban
consumption demand, lower realisations and reduced industrial activity.
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Table 6: Sector -wise PAT growth of Nifty 50 companies in Q2FY25

QoQ growth YoY growth
Sector
Jun-24 Jun-24

Communication Services 141.0 53.8 36.5 23.0 100.2 134
Consumer Discretionary 11.2 (38.7) (18.8) 112.3 31.9 (3.8)
Consumer Staples 1.3 (2.9) (0.8) 6.6 11 (0.9)
Energy (5.3) (13.0) (8.7) 83.1 (24.0) (26.8)
Financials 2.9 (2.3) 6.8 24.5 13.3 17.6
Health Care 8.7 9.6 7.5 20.4 18.4 17.0
Industrials 131 (14.8) 12.7 30.4 32.4 32.0
Information Technology 2.1 (5.8) (1.5) 3.1 10.1 6.3
Materials (12.3) (13.9) (19.9) 87.2 (6.7) (14.8)
Utilities 0.0 (12.0) (2.1) 18.3 10.2 7.8

Source: CMIE Prowess, LSEG Workspace, NSE EPR
Note: The above table provides data for companies in the Nifty 50 index as on September 30 ™, 2024.

Table 7: Sector -wise PAT margin of Nifty 50 companies in Q2FY25

Sector PAT Margin QoQ change (bps) YoY change (bps)
Communication Services 10.0 211 12
Consumer Discretionary 6.6 (148) (48)
Consumer Staples 18.4 (135) (178)
Energy 7.2 (34) (281)
Financials 17.7 43 3)
Health Care 18.2 29 94
Industrials 10.0 74 138
Information Technology 15.5 (69) 10
Materials 4.0 (84) (69)
Utilities 16.4 65 126

Source: CMIE Prowess, LSEGNorkspace, NSE EPR
Note: The above table provides data for companies in the Nifty 50 index as on September 30 ™, 2024.
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Figure 10: Sector -wise PAT growth of Nifty 50 Figure 11: Sector -wise PAT margin of Nifty 50
companies in Q2FY25 companies in Q2FY25
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(40%)  (20%) 0% 20% 40% 0% 10% 20%

Source: CMIE Prowess, LSEG Workspace, NSE EPR
Note: The above charts provide data for companies in the Nifty 50 index as on September 30 ™, 2024.

Table 8: Sector -wise contribution of Nifty 50 companies to PAT growth in Q2FY25

Contribution to PAT growth

Sector PAT (Rs crore)
% QoQ % YoY

Communication Services 4,153 0.5 0.2
Consumer Discretionary 14,685 a.7) (0.3)
Consumer Staples 9,309 (0.0) (0.0)
Energy 37,849 (1.8) (6.9)
Financials 78,133 2.4 5.8
Health Care 6,172 0.2 0.4
Industrials 9,599 0.5 1.2
Information Technology 26,236 (0.2) 0.8
Materials 8,313 (2.0) (0.7)
Utilities 9,173 0.1) 0.3
Nifty 50 2,03,622 (1.0) 0.8
Nifty 50 ex -Energy 1,65,774 0.7 7.7
Nifty 50 ex -Financials 1,25,489 (3.5) (5.0)
Nifty 50 ex -energy ex-fin 87,641 @.7) 1.9

Source: CMIE Prowess, LSEG Workspace, NSE EPR
Note: The above table provides data for companies in the Nifty 50 index as on September 30™, 2024.
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Figure 12: Sector -wise share in PAT of Nifty 50 companies in Q2FY25
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Source: CMIE Prowess, LSEG Workspace, NSE EPR
Note: The above chart provides data for companies in the Nifty 50 index as on September 30", 2024

Figure 13: Quarterly trend of Nifty 50 PAT growth (YoY)
PAT growth trend for Nifty 50 companies
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Source: CMIE Prowess, LSEG Workspace, NSE EPR
Note: The above chart includes companies in the Nifty 50 index as on end of respective quarters.
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Figure 14: PAT margin trend of Nifty 50 companies
PAT margin trend for Nifty 50 companies
16% = Nifty 50 = Nifty 50 ex-Energy Nifty 50 ex-Fin Nifty 50 ex-energy ex-Fin

14%

12%

- NG~ R TAW AN AT
6% \/

4%
2%

0%

Mar-15
Sep-15
Mar-16
Sep-16
Mar-17
Sep-17
Mar-18
Sep-18
Mar-19
Sep-19
Mar-20
Sep-20
Mar-21
Sep-21
Mar-22
Sep-22
Mar-23
Sep-23
Mar-24
Sep-24

Source: CMIE Prowess, LSEG Workspace, NSE EPR
Note: The above chart includes companies in the Nifty 50 index as on end of respective quarters.

Nifty 500 Q2FY25 results

Topline growth for Nifty500 companies slowed to a three  -quarter low in Q2FY25:
Aggregate top line for the Nifty 500 companies increased by 8.3% YoY to Rs 39 lakh crore
in Q2FY25, slowing down from 8.5% and 9.9% YoY growth in Q1FY25 and Q4FY?24
respectively. On a sequential basis, aggregate revenues saw a modest 0.5% QoQ rise,
weighed down by weak consumer demand, higher input costs and global economic
uncertainties.

Nifty 50 companies, that represent 48% of the aggregate revenue of Nifty 500 universe,
accounted for 38% to the YoY expansion in the overall revenue growth of the Nifty 500
universe in the September quarter, down from 49% in the previous quarter. Excluding the
Nifty 50 companies, the revenue growth of Nifty 500 companies in Q2FY25 stood at a
robust rate on 9.8% YoY h the highest in the last six quarters. Among these, Nifty Next
50, Nifty Midcap 150 and Nifty Smallcap 250 companies contributed 24%, 23% and 15%
respectively to the overall revenue growth of Nifty 500 universe.

Within the Nifty 500 universe, 394 and 351 companies recorded expansion in the
revenues on a YoY and QoQ basis respectively in the September quarter. Notably, the
Nifty 500 universe (ex. Nifty 50) fared better in the September quarter as compared to
the average YoY growth rate of 6.4% witnessed in the same period over five years prior
to the onset of the pandemic (2015 - 19).

Sector-wise: The topline growth of Nifty500 companies was primarily driven by the
Financials sector (gross interest income), accounting for more than half of the overall
growth in the Nifty 500 universe. This was due to higher credit offtake, better recoveries,
and reduced credit costs. Excluding Financials, the YoY growth for the Nifty 500
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(excluding Nifty 50) was 7.2%, while the overall YoY growth for the Nifty 500 stood at a
slightly lower 5.3%.

Consumer Discretionary sector was the second-largest contributor (27.5%) to the
topline growth in the Nifty 500 (ex. Nifty 50 universe), supported by strong demand in
consumer durables and apparels segment, which grew by a solid 53.3% YoY. This was
partial ly offset by weak demand in auto sector, which saw a modest 10% YoY growth in
the September quarter. Consumer Staples also witnessed a decent growth, driven by
rural demand although urban demand remained subdued.

Sectors that underperformed in Q2FY25 include a) Materials: Declining prices and falling
demand! ' ' &3 7 &% 7+& 6&3%7BNDY/-D.890 @D n&he GeptBmbar+
quarter). b) Energy: The sector recorded its weakest performance in the past three
guarters with a modest 1.3% YoY and -6.7% QoQ, due to weak demand and lower
refining and marketing margins , caused by drop in crude prices during the quarter.

Table 9: Sector -wise net sales growth of Nifty 500 companies in Q2FY25

QoQ growth YoY growth
Sector
: Jun-24 Jun-24

Communication Services (2.3) 3.0 3.5 7.7 3.4 8.0
Consumer Discretionary (7.5) 7.7) 2.5 4.9 3.8 14.7
Consumer Staples 1.3 5.4 2.1 3.9 7.9 8.7
Energy (4.6) (2.0) (6.7) (9.1) 3.7 1.3
Financials 7.5 2.7) 5.0 16.6 19.3 16.6
Health Care 3.2 2.2 45 13.6 6.4 7.7
Industrials 2.6 (16.5) 3.2 6.3 10.2 11.7
Information Technology 1.7 0.6 5.1 10.0 4.8 8.3
Materials 2.3 4.2) (0.6) 1.4 1.4 (2.0)
Real Estate 8.6 (22.2) 13.5 29.1 24.1 30.8
Utilities 35 7.8 (5.4) 2.6 135 3.9
Nifty 500 0.7 (3.4) 0.5 4.0 8.5 8.3
Nifty 500 ex -Energy 24 (3.8) 2.8 8.9 10.1 10.4
Nifty 500 ex -Financials (1.6) (3.6) (1.1) 0.1 4.9 5.8
Nifty 500 ex -energy ex-fin (0.1) (4.4) 1.6 5.1 515 7.2

Source: CMIE Prowess, LSEG Workspace, NSE EPR
Note: The above table provides data for companies in the Nifty 500 index as on September 30 ™, 2024.
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Figure 15: Sector -wise net sales growth of Nifty 500 companies in Q2FY?25
Net sales growth (%YoY)
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Source: CMIE Prowess, LSEG Workspace, NSE EPR
Note: The above chart provides data for companies in the Nifty 500 index as of September 30 ™, 2024.
Figure 16: Quarterly Nifty 500 revenue growth trend (YoY)
EBITDA growth trend for Nifty 500 companies
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Source: CMIE Prowess, LSEG Workspace, NSE EPR
Note: The above chart includes companies in the Nifty 500 index as on end of respective quarters.
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Sector Net sales (Rs crore)

f % QoQ % YoY
Communication Services 79,196 0.1 0.2
Consumer Discretionary 4,47,626 0.3 1.6
Consumer Staples 1,31,458 0.1 0.3
Energy 8,59,299 -1.6 0.3
Financials 11,12,119 1.4 4.4
Health Care 1,06,378 0.1 0.2
Industrials 2,78,024 0.2 0.8
Information Technology 2,40,842 0.3 0.5
Materials 4,60,373 -0.1 -0.3
Real Estate 13,591 0.0 0.1
Utilities 1,68,491 -0.3 0.2
Nifty 500 38,97,396 0.5 8.3
Nifty 500 ex -Energy 30,38,097 22 8.0
Nifty 500 ex -Financials 27,85,277 -0.8 3.9
Nifty 500 ex -energy ex-fin 19,25,978 0.8 3.6

Source: CMIE Prowess, LSEG Workspace, NSE EPR
Note: The above table provides data for companies in the Nifty 500 index as of September 30 ", 2024.

Figure 17: Share of Nifty index constituents in overall net sales growth of Nifty 500 universe in Q2FY25

Contribution of Nifty index constituents to the overall net sales growth (%YoY) in Q3FY24

O P N W b U1 O N O ©

Nifty 50

M Increase M Decrease ™ Total

Nifty Next 50

Source: CMIE Prowess, LSEG Workspace, NSE EPR
Note: The above chart provides data for companies in the Nifty 500 index as of September 30 ™, 2024.

Rising operating costs eroded margins in Q2:

Mtp

Nifty Midcap 150

Ye]

Nifty Smallcap 250

Nifty 500

While net sales of Nifty 500 universe (excl.

financials) grew 5.3% YoY in Q2FY25, operating expenses surged 8.7% YoY, leading to a
4.1% YoY decline EBITDA of mere 1.3% YoY, marking the sharpest decline in EBITDA in
last eight quarters. This resulted in a 1 72bps YoY compression in EBITYDA margins to
17.6%. For Nifty 500 companies excluding Nifty 50, margins fell by 256bps YoY to 14.7,
the lowest in last six quarters. Within the Nifty 500 universe, 269/218 (vs. 293 /186 in
Q1FY25) non-financial companies registered a YoY/QoQ growth in EBITDA.
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Raw material costs for the Nifty 500 universe, excluding Financials, surged 9.6% on a YoY
basis, pushing the raw material to net sales ratio up by 344bps YoY to 55.8%. While
Energy sector accounted for over half of the rise in raw materials costs in Nifty 50
universe, Consumer Discretionary led the rise in raw materials costs in Nifty 500 universe ,
contributing 37%, closely followed by Energy sector at 35%. Excluding Energy, Financials
and Consumer Discretionary, EBITDA of Nifty 500 companies grew by 7.3% YoY,
outpacing net sales growth of 5.1% YoY, resulting in an operating margin expansion of
49bps YoY to 22.7%.

Figure 18: Change in expenses for Nifty 500 companies (ex -Financials) in Q2FY25

HQoQ mYoY
12%
10% 9.6%
8.7%
0, 0,

8% 7.3% 6.8%

6%

4%

1.6%
2% 1.0%
0.2%
0% —
-0.3%
-2%
Raw materials Salaries & wages Other operating Total expenses**

expenses*

Source: CMIE Prowess, LSEG Workspace, NSE EPR

Note: 1. The above chart provides data for companies in the Nifty 500 index as of September 30", 2024,

2. *Other operating expenses include selling, general & administrative expenses, rental expenses, and other operating costs.
3. ** Total expenses exclude interest expenses and depreciation.

Table 11: Sector -wise EBITDA growth of Nifty 500 companies in Q2FY?25
QoQ growth :

YoY growth

Secior : Jun-24 Jun-24

Communication Services » 1.0 17 8.9 14.8 2.6 13.1
Consumer Discretionary 3.8 (2.4) (6.2) 45.8 16.3 5.5
Consumer Staples 0.0 7.5 (3.6) 15.3 11.1 7.1
Energy (2.6) (11.3) (13.6) 105.0 (23.7) (32.3)
Financials 7.4 0.4 4.5 44.3 21.7 18.8
Health Care 8.2 14.4 1.7 28.8 25.6 18.3
Industrials 2.9 (18.0) (1.5) 26.0 214 18.8
Information Technology 2.9 (4.3) 3.0 8.9 8.5 8.6
Materials 3.8 (0.6) (2.2) 30.7 7.5 (1.1)
Real Estate 34.8 9.7) (15.0) 191.8 52.6 (7.0)
Utilities 1.6 9.6 (3.2) 27.5 6.2 2.4
Nifty 500 4.5 (1.4) 0.6 43.1 11.6 7.7
Nifty 500 ex -Energy 5.7 (0.2) 2.2 36.6 17.6 141
Nifty 500 ex-Financials 1.6 (3.6) (4.0) 41.9 1.3 (4.2)
Nifty 500 ex -energy ex-fin 3.3 (1.1) (1.3) 26.5 11.8 7.1

Source: CMIE Prowess, LSEG Workspace, NSE EPR
Note: The above table provides data for companies in the Nifty 500 index as of September 30 *, 2024.
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Table 12: EBITDA margin of Nifty 500 companies in Q2FY25

Sector EBITDA Margin

QoQ change (bps)

YoY change (bps)

Communication Services 46.9 233 212
Consumer Discretionary 12.7 (118) (1112)
Consumer Staples 18.7 (1112) (28)
Energy 11.3 (91) (564)
Financials 57.9 (31) 111
Health Care 27.8 77) 250
Industrials 18.7 (91) 112
Information Technology 21.2 (44) 7
Materials 17.4 (28) 16
Real Estate 34.2 (1146) (1386)
Utilities 335 79 (49)
Nifty 500 29.1 3 (15)
Nifty 500 ex-Energy 34.1 (20) 109
Nifty 500 ex -Financials 17.6 (52) (172)
Nifty 500 ex -energy ex-fin 20.4 (59) 2)

Source: CMIE Prowess, LSEG Workspace, NSE EPR
Note: The above table provides data for companies in the Nifty 500 index as of September 30 ", 2024.

Figure 19: Sector -wise EBITDA growth of Nifty 500
companies in Q2FY25
EBITDA growth (%YoY)
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Figure 20: Sector -wise EBITDA margin of Nifty 500
companies in Q2FY25
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Note: The above charts provide data for companies in the Nifty 500 index as of September 30 ™, 2024.
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Table 13: Sector -wise contribution of Nifty 500 companies to EBITDA growth in Q2FY25
Contribution to EBITDA growth

EBITDA (Rs crore) |

% QoQ

Communication Services 37,159 0.3 0.4
Consumer Discretionary 57,040 (0.3) 0.3
Consumer Staples 24,629 0.2) 0.2
Energy 97,524 (1.4) (4.4)
Financials 6,44,083 24 9.7
Health Care 29,613 0.0 0.4
Industrials 51,913 (0.1) 0.8
Information Technology 50,957 0.1 0.4
Materials 80,025 (0.2) (0.1)
Real Estate 4,647 (0.2) (0.0)
Utilities 56,416 (0.2) 0.1
Nifty 500 11,34,007 0.6 7.7
Nifty 500 ex -Energy 10,36,483 2.0 12.2
Nifty 500 ex -Financials 4,89,923 (1.8) (2.0)
Nifty 500 ex -energy ex -fin 3,92,400 (0.4) 25

Source: CMIE Prowess, LSEG Workspace, NSE EPR
Note: The above table provides data for companies in the Nifty 500 index as of September 30 ™, 2024.

Figure 21: Quarterly Nifty 500 EBITDA growth trend (YoY)
EBITDA growth trend for Nifty 500 companies
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Source: CMIE Prowess, LSEGNorkspace, NSE EPR
Note: The above chart includes companies in the Nifty 500 index as on end of respective quarters.
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Figure 22: EBITDA margin trend of Nifty 500 companies
EBITDA margin trend for Nifty 500 companies
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Source: CMIE Prowess, LSEG Workspace, NSE EPR
Note: The above chart includes companies in the Nifty 500 index as on end of respective quarters.

PAT growth for Nifty 500 universe declined for the first time in the last eight quarters:
The aggregate adjusted PAT for the Nifty 500 companies declined 4.1% YoY in Q2FY25
to Rs 3.5 lakh crore, marking the first YoY contraction in the last eight quarters. While the
Nifty 500 universe outperformed the Nifty 50 companies in terms of topline growth, its
performance in terms of profitability was weaker than that of the Nifty 50 companies.
Excluding the Nifty 50 companies, the PAT growth for Nifty 500 companies worsened to
-10.1% YoY, primarily attributed to a decline in aggregate profits for the Nifty Next 50
companies. Within the Nifty 500 universe, 2 24 and 186 companies reported PAT
expansion on a YoY and QoQ basis respectively in the September quarter.

Sector-wise, the drop in profitability was led by Energy (-50.7% YoY), reflecting the
impact of weak demand, poor realisations and declining margins. This was partly offset
by Financials, that reported a YoY PAT growth of 16.9% in Q2FY25 within the Nifty 500
universe. Excluding Energy and Financials, Nifty 500 and Nifty 500 (ex. Nifty 50) universe
reported a modest growth of 1.7% YoY and a decline of 1.6% YoY respectively in Q2FY25.
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Table 14: Sector -wise PAT growth of Nifty 5

00 companies in Q2FY25

QoQ growth
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YoY growth

Sector Jun-24 ‘ Jun-24

Communication Services NA NA NA NA NA NA
Consumer Discretionary 12 (30.0) (16.6) 77.5 20.2 (2.2)
Consumer Staples 0.4 8.1 (5.3) 13.2 12.4 6.1
Energy (3.9) (17.8) (24.4) 194.3 (37.3) (50.7)
Financials 15 (4.1) 25 14.4 17.1 16.9
Health Care 12.0 47.1 0.6 45.7 35.5 21.4
Industrials (6.3) (18.6) 9.7) 458 25.6 22.6
Information Technology 2.6 (6.9) 2.2 7.2 8.4 7.9
Materials 0.4 4.2 (14.8) 51.9 3.1 (16.7)
Real Estate 48.8 (17.2) (10.2) 17216 64.7 (2.4)
Utilities 3.8 19.3 (7.2) 63.3 (1.0 (11.3)
Nifty 500 0.8 (5.9) (6.0) 46.5 3.8 (4.1)
Nifty 500 ex -Energy 2.2 3.7) (3.1) 28.7 15.7 8.5
Nifty 500 ex -Financials 0.5 (7.1) (11.5) 72.8 (3.4) (15.5)
Nifty 500 ex -energy ex-fin 2.8 (3.4) (7.8) 43.3 14.6 1.7

Source: CMIE Prowess, LSEG Workspace, NSE EPR
Note: 1. The above table provides data for companies in the Nifty 500 index as of September 30 ™, 2024. 2. NA: Not Applicable

Table 15: Sector -wise PAT margin of Nifty 500 companies in Q2FY25

Sector PAT Margin QoQ change (bps) YoY change (bps)
Communication Services (0.8) a7 206
Consumer Discretionary 5.0 (114) (87)
Consumer Staples 11.7 (91) (29)
Energy 4.5 (104) (470)
Financials 13.6 (33) 4
Health Care 15.3 (60) 173
Industrials 8.3 (118) 74
Information Technology 13.1 37) (5)
Materials 6.0 (101) (106)
Real Estate 20.1 (525) (681)
Utilities 14.0 (26) (239)
Nifty 500 9.0 (63) (116)
Nifty 500 ex -Energy 10.3 (63) (19)
Nifty 500 ex -Financials 7.2 (84) a77)
Nifty 500 ex -energy ex-fin 8.4 (85) (46)

Source: CMIE Prowess, LSEG Workspace, NSE EPR
Note: The above table provides data for companies in the Nifty 500 index as of September 30 ", 2024.
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Figure 23: Sector -wise PAT growth of Nifty 500 Figure 24: Sector -wise PAT margin of Nifty 500

companies in Q2FY25

PAT growth (%YoY)

companies in Q2FY25

PAT margin (%)

Energy 0.7%) NG Comm. Sves(0.8%) I
Materials 16.7%) N Energy BN 45%
Nifty 500 ex-Fin (15.5%) [l Cons. Disc. B 5.0%
Utilties 11.3%) Materials B 6.0%
Nifty 500 w1 | Nifty 500 ex-Fin . 2%
Realty 24%) | Industrials B 5.3%
_ Nifty 500 ex-Energy & Fin e 8.4%
Cons. Disc. 2.2%) | Nifty 500 ——T
Nifty 500 ex-Energy & Fin | 1.7% Nifty 500 ex-Energy I 10.3%
Cons. Stap. B 61% Cons. Stap. I 117%
IT B 79% I I 21%

Nifty 500 ex-Energy B s5% Financials D 13.6%
Financials B 16.9% Utilities I 14.0%
Healthcare B 2% Healthcare P 15.3%
Industrials B 226% Realty I 20.1%

-100% -50% 0% 50% (5%) 0% 5% 10% 15% 20% 25%

Source: CMIE Prowess, LSEG Workspace, NSE EPR
Note: The above charts provide data for companies in the Nifty 500 index as of September 30 ™, 2024.

Q2FY25

Table 16: Sector -wise contribution of Nifty 500 companies to PAT growth in
Contribution to PAT growth

Sector PAT (Rs crore)
% QoQ

Communication Services -651 0.1 0.4
Consumer Discretionary 22,350 1.2) (0.1)
Consumer Staples 15,361 (0.2) 0.2
Energy 38,321 (3.3) (10.8)
Financials 1,50,818 1.0 6.0
Health Care 16,265 0.0 0.8
Industrials 23,025 0.7) 1.2
Information Technology 31,517 0.2 0.6
Materials 27,758 (1.3) (1.5)
Real Estate 2,725 (0.2) (0.0)
Utilities 23,611 (0.5) (0.8)
Nifty 500 3,51,099 (6.0) (4.1)
Nifty 500 ex -Energy 3,12,778 2.7) 6.7
Nifty 500 ex -Financials 2,00,281 (7.0) (10.0)
Nifty 500 ex -energy ex-fin 1,61,960 3.7) 0.7

Source: CMIE Prowess, LSEG Workspace, NSE EPR
Note: The above table provides data for companies in the Nifty 500 index as of September 30", 2024.
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Figure 25: Share of Nifty index constituents in overall PAT growth of Nifty 500 universe in Q2FY25

Contribution of Nifty index constituents to the overall PAT growth (%YoY)
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Source: CMIE Prowess, LSEG Workspace, NSE EPR
Note: The above chart provides data for companies in the Nifty 500 index as of September 30", 2024.

Figure 26: Quarterly Nifty 500 PAT growth trend (YoY)
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Note: The above chart includes companies in the Nifty 500 index as on end of respective quarters.
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Figure 27: PAT margin trend of Nifty 500 companies
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Source: CMIE Prowess, LSEG Workspace, NSE EPR.
Note: The above chart includes companies in the Nifty 500 index as on end of respective quarters.

Earnings revision analysis

Consensus FY25/26 aggregate PAT estimates downgraded meaningfully following

a weak quarter: Earnings growth in Q2FY25 moderated for the second quarter in a row,
falling short of consensus expectations. The moderation was primarily led by a
significant YoY drop in commodity -sectors, viz., Energy and Materials, partly reflecting
the impact of fall ing commodity prices and muted demand. In fact, four out of 11 sectors
reported a YoY contraction in earnings growth. Our analysis of earnings revisions of top
200 covered companies by market capitalisation * show that aggregate earnings
estimate for FY25 fell by 3.6% since September -end. Notably, all sectors, barring Real
Estate, have seen downgrades in earnings estimates during this period, led by Energy
and Materials, reflecting the impact of falling commod ity prices. These two sectors are
expected to account for a quarter to FY25 earnings but contributed to nearly 64% to the
total drop in earnings for this universe since September -end. Excluding these two, the
downward revision in aggregate profit estimate was relatively modest at 1.7% .

With this, the aggregate earnings of the top 200 companies are now expected to grow at
5.9% and 18.3% in FY25 and FY26 respectively, vs. 9.8% and 17.5% as of September -
end, following a strong 33. 4% PAT growth in FY24. This translates into an annualised
growth of 11.9% during FY24 -26 (As of December 11", 2024), falling from 13.4% as of
September-end.

3 The sample set consists of top 200 companies by one -year average market cap ending June 30", 2023, covered by at least five or more analysts during the previous
12 months using IBES estimates from LSEGDatastream.
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Figure 28: Aggregate consensus profit growth estimate Figure 29: Aggregate consensus earnings revisions

for top 200 covered companies (% YoY) 6,1%$& G!1v\i~r '"25 723 \ XX $2
Aggregate consensus profit growth estimate for top Aggregate consensus earnings revisions for top 200
200 covered companies covered companies since Jan'24
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Source: CMIE Prowess, LSEG Workspace, NSE EPR
Note: Based on IBES earnings estimates of top 200 companies by one-year average market cap ending June 30", 2024, covered by at least five analysts at any given
point of time over the last one year. Data is as of December 12, 2024,
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Table 17: Monthly trend of sector -wise FY25 consensus earnings growth estimate (% YoY)

Sectors Jan-24 Feb-24 Mar-24 Apr-24 | May-24 Jun-24 Jul-24 Aug-24 Oct-24 Nov-24

Comm. Sves. NA NA NA NA NA NA NA NA NA NA NA NA
Consumer Disc. 18.8 19.9 199 202 5.7 6.0 5.9 5.4 5.1 45 1.0 06
Consumer Staples ~ 14.6 12.8 129 129 11.1 103 100 9.1 9.0 8.0 5.2 5.0
Energy .81  -88  -93 -101  -105  -100 -103  -115  -109 -132  -166  -17.1
Financials 15.2 15.8 158 157 11.9 109 108 11.3 TR 11.1 10.8
Health Care 18.6 175 182 179 16.3 187 186 20.1 205 207 20.4 20.8
Industrials 19.1 19.4 197 204 16.8 179 182 19.0 195 198 15.7 155
I 14.2 14.2 144 122 10.1 9.9 9.9 10.0 10.1 9.1 9.2 9.2
Materials 29.6 324 33.6 38.7 372 437 424 335 329 311 18.0 17.2
Real Estate 25.4 27.3 271 262 23.4 195 200 233 234 227 28.4 285
Utilities 12,4 11.7 118 120 135 9.9 9.7 10.8 113 115 9.5 9.1
Total 133 13.4 ICERRY 10.4 103 102 9.6 9.8 9.1 6.6 5.9

Source: LSEG Workspace, NSE EPR
Note: Based on IBES earnings estimates of top 200 companies by one-year average market cap ending June 30™, 2024, covered by at least five analysts at any given
point of time over the last one year. * Data is as of December 12", 2024.

Table 18: Monthly trend of sector -wise FY26 consensus earnings growth estimate (% YoY)

Sectors Jan-24 Feb-24 Mar-24 Apr-24 May-24 Jun-24  Jul-24 Aug-24 Sep-24 Oct-24 Nov-24 Dec-24
Comm. Sves. 1530 2737 2869 2909 2287 4094 3412 2336 2326 1802 1763

Consumer Disc. 163 183 178 182 188 192 196 208 208 209 217 217
Consumer Staples 126 130 131 132 138 137 139 144 146 144 144 144
Energy | 55 56 59 66 99 106 106 132 139 141 158 164
Financials 159 145 144 145 151 152 154 141 141 141 128 126
Health Care 148 159 162 162 162 172 174 180 183 180 181 181
Industrials 184 199 201 196 197 206 205 209 213 211 225 225
I 100 103 105 130 128 128 129 131 131 139 135 135
Materials 141 170 173 179 214 224 234 290 295 315 394 397
Real Estate 286 295 298 209 288 201 279  27.8 281 281 239 242
Utilities 8.9 9.2 9.1 9.2 8.9 98 104 106 109 109 110 109
Total 138 141 142 147 159 164 167 173 175 176 180 183

Source: LSEG Workspace, NSE EPR
Note: Based on IBES earnings estimates of top 200 companies by one-year average market cap ending June 30", 2024, covered by at least five analysts at any given
point of time over the last one year. * Data is as of December 12", 2024.

471330



O NSE Market Pulse

December 2024 | Vol. 6, Issue 12

Figure 30: Sector -wise revision in FY25 earnings estimates for top 200 companies since September 2024
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Source: LSEG Workspace, NSE EPR

Note: Based on IBES earnings estimates of top 200 companies by one-year average market cap ending June 30™, 2024, covered by at least five analysts at any given
point of time over the last one year. Data is as on December 12", 2024.

Figure 31: Sector-wise revision in FY26 earnings estimates for top 200 companies since September 2024

% Sector -wise revision in FY26 earnings estimates since September 2024
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Source: LSEG Workspace, NSE EPR

Note: Based on IBES earnings estimates of top 200 companies by one-year average market cap ending June 30", 2024, covered by at least five analysts at any given
point of time over the last one year. Data is as on December 12", 2024,

Financials and Materials to account for nearly 5 3% of the incremental earnings over
the next two years: Financials, with a share of slightly over 34% in aggregate earnings of
top 200 companies, is expected to contribute a similar share to incremental earnings
between FY24 and FY26. This is followed by Materials, contributing 18.8% to the
absolute change in earnings during this period, despite significant earnings downgrades
this year, resulting in its share in total earnings rising from 7.4% to 9.7%. Communication
Services, that reported a huge loss in FY24, is expected to report profit amountingto 1. 1%
of aggregate earnings of top 200 companies by FY26, thereby contributing to a significant
8.8% to aggregate incremental earnings of this universe over the next two years.
Industrials and IT are expected to contribute a similar 8.9% and 9.1% to absolute change
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in corporate earnings between FY24 and FY26. After seeing earnings downgrades in the
last few months, the Energy sector is expected to see a 17.1% YoY drop in aggregate
earnings estimate in FY25, only to recover commensurately in FY26. Consequently, its
share in aggregate earnings of the top 200 companies is expected to fall from 21.4% in
FY24t0 16.5% in FY26. Clearly, the earnings trajectory over the next two years hinges on
persistence of consumption and investment demand as well as global growth recover .

Figure 32: Sector -wise share and contribution to earnings

% . . .
Sector -wise share in earnings

40.0
mFY24 mFY26E H Contribution to incremental earnings over the next two years (FY24-26)
34.1
35.0
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4 6.1
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Financials  Energy  Materials IT Cons. Disc. Industrials  Utilities Cons.  Health Care Real Estate Comm.
Staples Svcs.

Source: CMIE Prowess, LSEG Workspace, NSE EPR
Note: Based on IBES earnings estimates of top 200 companies by one-year average market cap ending June 30", 2024, covered by at least five analysts at any given
point of time over the last one year. Data is as of December 12, 2024,

The chart below shows how Consensus estimates usually begin the year (calendar) with
a bullish view on earnings, but are then brought back to terra firma with downgrades,
year after year, as the macro environment overhang prevails over optimism.

A different story was playing out this time until recently, with earnings for the Nifty 50

companies for both 2024 and 2025 seeing a steady downward trend over the last few

months. The EPS estimates for Nifty 50 for 2024 and 2025 have been curtailed by 2.9%
and 2.5% since October-beginning after a weaker-than-expected performance durin g
the second quarter, more than offsetting the upward revisions seen in the early part of

this year.
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Figure 33: Yearly trend of NIFTY 50 Consensus EPS estimates
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Nifty 50 Earnings Revision Indicator fell deep in the negative territory: After a sharp
drop following the onset of the Russia -Ukraine war in February 2022, the Earnings
Revision Indicator (ERI)“ for the Nifty 50 universe picked up meaningfully in the second
half of 2022, indicating higher number of upgrades than downgrades. This was aided by
resilient economic performance, strong Government capex and robust credit offtake by
banks. The ERI movedin a tight band over the subsequent 15 months until March 2024,
as in-line corporate earnings kept number of upgrades and/or downgrades contained. In
this fiscal thus far, however, the ERI has turned volatile again, and in fact has been
steadily falling deep in the negative territory since the last three months. All sectors
barring IT, Healthcare and Communication Services have the ERI values hovering in the
negative territory, indicating a greater number of downgrades than upgrades.

Figure 34: Nifty 50 Earnings Revision Indicator (since January 2019)
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Figure 35: Nifty 50 Earnings Revision Indicator (10 -year trend)
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Figure 36: Short -term trend of Earnings Revision Indicator across MSCI sectors
India Earnings Revision Indicator across sectors: Short-term (2MMA)
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Figure 37: Long-term trend of Earnings Revision Indicator across MSCI sectors
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Chart of the month
Adeepdiveinto F1%, ! v6 75! %& %<1!0, $6 29&5 7+& /167 7

Over the past three decades, global trade dynamics have undergone significant shifts, with increasing de -
globalization, rising protectionist policies and a plethora of exogenous macroeconomic shocks. Despite these
challenges, India has steadily improved it s position, with its overall share of global exports doubling from 1.2% in
2005 to 2.4% in 2023. India's global ranking in exports stands at 16 ™ for merchandise goods and 7" for services, with
its share in global merchandise exports rising from 0.9% in 2 005 to 1.8% in 2023, and in services from 2% to 4.3%
during the same period. This growth has been driven by factors such as strong trade agreements, government
initiatives like Make in India and Production Linked Incentive (PLI) schemes, diversification of export baskets, and
development of logistics infrastructure. F1 %, ! v6 &; 3257 (52: 7+ :16 b52d4#Re@lzatignl 7+ &
with a CAGR of 11.1% during FY94-FY04 and 17.3% during FY04-FY14. However, the last decade (FY14-FY24) saw
a significant moderation, with export growth slowing to a CAGR of 3.3% due to subdued global demand, trade
protectionism, and disruptions like the COVID -19 pandemic and geopolitical tensions. Services exports, while also
moderating, sustained higher CAGR at 8.4% in the last decade, reflecting India's comparative advantage in sectors
like IT, financial and consulting services.

L9&5 7+& %&$! %&6N 0&5%+! 1%, 6& (22%6v $2175, #8 7, 2-92t0/52% F 1 %, |
in H1-FY25, while the share of services exports surged from 22% to 46% during the same period. India maintains a

trade surplus with countries like the USA, UAE, Bangladesh, and the Netherlands, with the USA being its largest export
destination (18% of total exports in FY24). China remains the top import partner with a 15% share in FY24, followed

by Middle Eastern nations like Saudi Arabia and Iraq and some Asian peers like Singapore, Hong Kong and Indonesia.

Going forward, India has significant opportunities for expanding its trade footprint, supported by policy reforms,
diversification of export markets, strengthening trade infrastructure, enhancing product competitiveness and a stable
global economic outlook . That said, risks emanating from geopolitical tensions, evolving energy trade dynamics, and
rising protectionist measures could dampen trade flows.

T F1%,!'v6e 6+!'5& ,1 #27+ ([ 2#!] &; 32576 !'1% , 032576 +!6 ,
two decades: F 1 %,share & global merchandise exports increased from 0.9% in
2005 to 1.8% in 2023, while its services export share more than doubled from 2%
to 4.3%. Overall, India's export share rose from 1.2% in 2005 to 2.4% in 2023,
driven by strong trade agreements, a diversified export basket, development of
logistics infrastructure, government initiatives like Make in India and PLI scheme
and changing global trade dynami$ 6 k F1 $2175!67n F1%,!v6 6+!5& ,1 0&5.
imports surged from 1.3% to 2.8%, while services imports rose from 2.4% to 3.4%,
with overall imports increasing from 1.5% to 2.9%.

1T F1%,!v6 3&5'250!1%$& ,1 6&59, $l&dharakks3a®"576 #&77&5 7+! 1 (
globally in merchandise exports and 7" , 1 6&59, $&6 &; 32576k F1%,!v6 6+! 5¢
merchandise exports in total exports is 56.2% (below the global average of 75.3%),
implying its services exports share at 43.8% is the highest among major
economies. Over the last two decades, global merchandise expor ts have shifted
towards China (+8.4pp), largely at the expense of Japan, Germany, France, UK and
USA. In services, India and Singapore witnessed an improvement in their shares,
c+,/ & 7+& RP>v6 6+ blds& Réstivik /Comipdrétike Advantage! +
(RCA) in agricultural products, textiles, chemicals, and pharmaceuticals but lags in
machinery, transport equipment, and electronics.
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1 Merchandise and services decadal export growth has moderated: India's total
exports grew at a CAGR of 10.4% over the past three decades, with double -digit
growth of 11.1% and 17.3% in the first two decades (FY94 -FY04, FY04-FY14),
driven by a global economic boom, trade liberalization, export financing, and
improved | ogistics. However, 10-year CAGR slowed to 3.3% in FY14FY24 due to
slower global economic growth, rising trade protectionism, the COVID -19
pandemic, and geopolitical tensions. Services exports f ollowed a similar trend but
maintained a higher CAGR of 8.4% in the last decade.

1 Non-oil trade deficits higher than oil trade deficits in recent years: F1%,! ve6
merchandise trade deficit expanded from US$ 1.1 bn in FY94 to US$ 238.4 bn in
FY24, peaking at US$ 264.8 bn in FY23.F 1 %, ! vob trade3dficit has exceeded
the oil trade deficit in five of the last 31 years. Non -oil trade surpluses were
recorded in 11 years since FY1992, but recent non -oil trade deficit is driven by
rising consumer demand for electronics and gold, along with industrial demand for
machinery and capital goods.

I Contrasting trade dynamics between India and its major trading partners:
F1%,!v6 0&5%$+! 1%, 6& 75! %& 6853/86 :,7+ 7+& RP> 1&!5/ <
in FY15 to US$ 36.8 bn in FY24, driven by exports of labor-intensive goods like
pharmaceuticals, gems, and electronics, while importing capital -intensive
products. Conversely, its trade deficit with China widened from US$ 48.5 bn to US$
85.1 bn during the same period, reflecting imports of industrial and consumer
goods. The trade deficit with Russia surged to US$ 57.2 bn in FY24 due to increased
petroleum imports. India's trade dynamics reveal a consistent pattern of
merchandise trade surplus with countries like the USA, Netherlands, Bangladesh,
Nepal, Spain, and Sri Lanka, while sustaining trade deficits with China, Switzerland,
Germany, Australia, Malaysia, South Korea, Saudi Arabia, and Iraq over the last two
decades.

T RP>n R>Bn !1% @+, 1! +1 9& $216,678&17/ < #&8&1 F1%,!'ve 72:
Q+& RP> !'1% R>B +!9& $216,67&17/ < #&&1 F1%,!v6 723 &;:
third since 2005-10. Q+& RP> 1 $$2817&% ' 25 [b- 2 F1%,!v6 &; 32576
from 12% a decade ago. D&50! 1<v6 5! 1. ,1( "“-2/whilethe 1,17+ #< CV\ X
Netherlands rose to fourth, driven by petroleum exports. Exports to the USA, UK,

Bangladesh and Germany are well-diversified, unlike the Netherlands, Hong Kong
and Singapore which remain heavily reliant on petroleum and gems & jewelry.

1 China, Asian peers and Middle Eastern countries are top import partners: China
5&0!,16 F1%,'ve6 723 ,03257 3!571&5n :,7+ ,76 6+!5& 5,
peers like Indonesia, Singapore, and Hong Kong have replaced European countries
in the top 10 import partners. Russia, driven by petroleum imports post the Ukraine
war, is now the fifth -largest partner. Middle Eastern countries like UAE, Saudi
Arabia, and Iraq continue to dominate petroleum imports.
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F1%, 've 326, 7,21 ,1 (/2#"] 75! %&

India's share in global merchandise exports increased from 0.9% in 2005 to 1.8% in
2023, while its share in services exports has more than doubled, rising from 2% in 2005
to 4.3% in 2023. Strong trade agreements, diversified exports basket, significant growth
in IT and business process outsourcing (BPOs), development of logistic infrastructure
(ports, highways, dedicated freight corridors) to reduce costs, implementation of
Government initiatives like Make in India, Production Linked Incentive Schemes (PLI) and
changing global trade dynamics amidst recent geopolitical shifts have contributed to the
increase in the overall export share from 1.2% in 2005 to 2.4% in 2023.

Conversely, India's share in global services imports grew from 2.4% in 2005 to 3.4% in

2023, while the share in global merchandise imports surged from 1.3% in 2005 to 2.8%

in 2023. Sustained GDP and consumption growth, rising purchasing power, an expanding

0, %%/ & $/'!'66n &/ &9!7&% 5&/,!1%$& 21 $58%& 2,/ , 032576n F1
chains and rising industrial and infrastructure development activity have driven the

increase in share of imports from 1.5% in 2005 to 2.9% in 2023. During the COVID -19

3'1%&0, $n F1%,!ve6e 6+!'5& ,1 (/2#!'] 0&5%$+!1%,6& ,032576 ' &/
in 2020 and then subsequently increasing to 2.8% by 2023. Consequently, India's share

in overall global imports, at 2.9%, exceeds its share in overall global exports, which

stands at 2.4% in 2023.

Figure 38m F1 %, !'v6 6+!5& ,1 (/2#!'/] O0&5%+! 1%, 6&n 6&59, $&6 ! 1% 7
India's share in world's merchandise exports India's share in world's services exports
India's share in total world exports
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Source: World Trade Organization, NSE EPR;
K27&m [ ¥ C25 6&59, %$&6n : & +!9& $216, %&5&% 727!/ $200&5$%, ! /oreh&hdataB &6 ! 6
available since 2005
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Figure 39m F1%, 'v6 6+!5& ,1 (/2#!'/] 0&5%$+! 1%, 6&n 6&59, $&6 ! 1% 7
India's share in world's merchandise imports India's share in world's services imports
India's share in total world imports
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available since 2005

F1%,!v6 3&5'250!1%& ,1 6&59, $&6 &iteBBS6fEhare #& 77 &5 7+! 1 (22 %6
of merchandise exports, India ranks 16 ™ globally, with China (14.2%), the USA (8.5%),

and Germany (7.2%) occupying the top three positions. India's global ranking in

merchandise exports has improved from 31 in 2000 to 20 in 2010 but slipped slightly to

21 at the beginning of the current decade. The top 10 exporters account for half of global

0&5%+! 1%, 6& &; 32576 2 RPU \]kb 751 ,1 \X\]k L9&5 7+& 3!6
has improved by 8.4pp in global merchandise exports, largely at the expense of major

economies such as Japan (-3.2pp), Germany (-2.7pp), France (-2.4pp), the UK (-1.9pp),

and the USA (1.1pp). Conversely, India ranks 7™ in global services exports, trailing

behind the top three ranked economies: USA (12.7%), the UK (7.4%), and Germany

(5.5%). The top 10 service exporters account for 55.2% of global services exports. Over

the last decade, India and Singapore saw a significant improvement in their share of

services exports, with increases of 1.2 and 1.3pp, respectively, which was partially offset

by a decline in the share of the USA of 1.7pp during the same period.

F1%, !ve 6+!5& 2' 0&5%$+! 1%, 6& (22%6 &; 32576 ,1 727!/ &; 325
average of 75.3%, implying that the share of services exports at 43.8% in the total basket

is the highest among major economies. Contrastingly, the share of services i mports in the

total basket of imports is at 26.7%, marginally higher than the world average of 23%.

Countries like USA (33%), France (35.6%), Singapore (40.8%) and UK (52.7%) have a

higher share of services exports in their total basket vis -a-vis the world average. On the

other hand, Brazil, Germany, France, UK and Singapore have a higher share of services

imports vis-a-vis the world average. Agricultural products, textiles and certain sub -

components of manufacturing like iron & steel, chemicals and pharmac euticals are some

broad commodities in which India has a Relative Comparative Advantage (RCA).
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Conversely, machinery & transport equipment, office equipment and electronic
components have a lower RCA.

Figure 40: Country -wise share of world merchandise exports across different years

Country-wise Share of World Exports

Year ® 2003 e 2013 o 2023

United States of America [ -
United Kingdom ¢S -
Thailand L
South Africa o
Singapore o
Russian Federation & -]
Mexico 9
Malaysia L
Japan ¢S o
Indonesia ol
India ©
Hong Kong, China L
Germany L 2
France €< L
China €
Brazil €
Bangladesh &
Australia e

0 5 10
Export share (%)

Country

Source: World Trade Organization, NSE EPR;

Figure 41: Country -wise share of world services exports across different years
Country-wise Share of World Exports - Services
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Figure 42: Country -wise break -up of goods and services Figure 43: Country -wise break -up of goods and

exports in 2023 (%)

services imports in 2023 (%)
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Table 19: Relative Comparative Advantage for select Indian commodities

Agricultural products

Food

Fuels and mining products

Fuels

Manufacturing

Iron and steel

Chemicals

Pharmaceuticals

Machinery and transport equipment

Office and telecom equipment

Electronic data processing and office equipment
Telecommunications equipment

Integrated circuits and electronic components
Transport equipment

Automotive products

Textiles

Clothing

1.6 1.6 1.2 1.4 1.2
1.7 1.9 11 1.4 13

Source: WTO, NSE EPR.

Note: Relative Comparative Advantage (RCA) is the ability of a country to produce a particular good or service at a lower opp ortunity cost than its trading partners. This
is computed as the ratio of exports of a specific product to its total exports of all goods in relation to the same ratio for the world. A country has an RCA if this ratio is

more than 1.
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India's total exports have grown at a CAGR of 10.4% over the past three decades, with a
remarkable double -digit CAGR of 11.1% and 17.3% in the first (FY1994 -FY2004) and
second (FY2004-FY2014) decades respectively. The remarkable growth in these first two
decades under review can be ascribed to global economic boom prior to the Global
Financial Crisis (GFC) in 2008-09, concentrated efforts towards trade liberalization via
regional and bilateral trades and export financing coupled with gradual improvement in
trade logistics. However, growth moderated significantly in the most recent decade, with
the 10-year CAGR declining to 3.3%. This slowdown can be attributed to factors such as
deceleration in global economic growth, rising trade protectionism, the COVID -19
pandemic, and persistent geopolitical tensions that disrupted supply chains, among other
challenges.

A similar trend is evident in the services trade. Both exports and imports of services

witnessed robust double -digit growth during the first two decades (FY94 -FY04 and FY04
FY14). However, growth in the past decade (FY14-FY24) has moderated, though the
services export CAGR of 8.4% remains notably higher than that of merchandise exports.
In the first seven months of FY25, merchandise exports amounted to US$ 252.2 bn, 3.1%

higher compared to the same period last year, while merchandise imports stood at US$

416.8 bn, reflecting a 5.7% increase. Conversely, services exports during the same period
rose by 12.7% year-on-year to US$ 216.3 bn, while services imports increased by 12.2%
to US$ 114.8 bn during the period April -October 2024.

Figure 44: Trendof F1 %, ! v6 O0&5%+! 1%, 6& (22%6n 6&59, $&6 !'1% 727!/ &;
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Source: CMIE Economic Outlook
Note: 1) Services exports have been defined as per BPM5 methodology 2) Overall exports is a sum of services and merchandise goods exports
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Figure 45: Trendof F1 %, ! v6 6&59, $&6n (22%6 ! 1% 727!/ , 032576
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Source: CMIE Economic Outlook
Note: 1) Services imports have been defined as per BPM5 methodology 2) Overall exports is a sum of services and merchandise goods imports

Figure 46: CAGR growth during the last three decades for goods and services trade
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Source: CMIE Economic Outlook, NSE EPR

Share of services exports in overall basket has seen a noticeable growth over the
years: India's share of merchandise exports in total exports has declined significantly
over the last three decades, falling from 78% in 1991 -92 to 54% in the first half of FY25.
In contrast, the share of services exports has risen sharply from 22% to 46% during the
same period. The increase in the share of services in the overall basket is due to the
relatively faster growth in services exports supported by global outsourcing boom,
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emergence of IT hubs, establishment of IT -specific Special Economic Zones (SEZs), rapid
adoption of cloud computing and cyber security services which has cumulatively boosted
IT services exports coupled with diversification of the basket towards exports of financial
and consulting services. Regarding imports, the share of goods in total imports decreased
at a slower rate, from 83.7% in 1991 -92 to 78.4% in 7M -FY25, while the share of services
imports increased more gradually, from 16.3% to 21.6% during the s ame period.

Figure 47: Share of goodsand 6 &5 9, $&6 &; 32576 ,1 F1%,!ve6e 727!/ &; 32576
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Figure 48m P+! 5& 2 (22%6 ! 1% 6&59, $&6 ,032576 ,1 F1%,!'ve 727!
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Source: CMIE Economic Outlook, NSE EPR

F1 %, ! wdl trabde@deficit has outpaced oil trade deficit m F1%, ! v6 0&5%$+! 1%, 6& 75! %&
balance has expanded from a three-decade low of US$ 1.1 bn in FY94 to US$ 238.4 bn in
FY24, after reaching a peak of US$264.8 bn in FY23. In the first seven months of this
fiscal, the trade balance has widened to US$164.6 bn, 9. 9% higher than the same period
last year. In the past three -and-a-half fiscal years (FY22-H1FY25), India's non-oil trade
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deficit surpassed the oil trade deficit, a trend observed in only five out of the last 31 years.
Since FY1991-92, there have been 11 years when the non-trade balance was in surplus
with the recent years of expanding non -oil deficit ascribed to rising deman d for consumer
goods like electronics and gold along with industrial demand for machinery and capital
goods. Regarding imports, the share of petroleum products, which peaked at 36.8% in
FY14, has declined to 26.6% in FY24, resulting in non -petroleum import s now accounting
for nearly three -fourths of India's total imports. The share of gold & silver imports has
also been volatile, having peaked at 12.6% in FY12, while hovering in single digits since
FY14.

Figure 49: India's merchandise trade h exports, imports and trade balance during the last three decades
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Figure 50: Trends in oil trade balance vs. non -oil trade balance
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Figure 51m @203 26, 7, 21 2 'hadfossdrodad\cadiegarids arl finte6
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Country -wise trade balance

USA has the highest trade surplus, while  China has the highest trade deficit:  In the
last two decades, India has recorded merchandise trade surplus with some of the
countries like USA, Netherlands, Bangladesh, Nepal, Spain, Sri Lanka and trade deficit
with China, Switzerland, Germany, Australia, Malaysia, South Korea, Saudi Arabiaand Iraq
on a sustained basis.

The contrasting trade dynamics between India and its two major trading partners i USA
and Chinai , 6 127&: 257+<k F1%,!v6 0&5%$+! 1%, 6&
doubled from US$ 20.6 bn in FY15 to US$ 36.8 bn in FY24, while its trade deficit with
China has increased from US$ 48.5 bn in FY15 to US$ 85.1 bn in FY24. USA and India
have complementary trade structures with India providing labor -intensive goods like
pharmaceuticals, G&J and electronics while importing capital -intensive products.
Conversely, India imports from China caters to domestic industrial and consumer needs
while exporting predominantly raw materials like ores & minerals.

The trade deficit with Russia has surged from US$ 2.1 bn in FY15 and US$ 4.1 bn in FY20
to US$ 57.2 bn in FY24, driven primarily by higher petroleum imports post the Ukraine -
Russia conflict. The trade surplus with the Netherlands has expanded fivefold, fro m
US$3.5 bnin FY15 to US$ 17.4 bn in FY24. The number of countries with which India has
recorded a merchandise trade deficit has varied over the years. In FY01, India had a trade

deficit with 20 out of 58 countries, which increased to 37 countries by FY10 . As of FY24,
this number stands at 34 countries.
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Table 20: Top five countries based on merchandise trade surplus and deficit

Indicator

1991 -92

1999-00

2009-10

Market Pulse

2019-20

December 2024 | Vol. 6, Issue 12

2023-24

Russia USA UAE USA USA
(1.3) (4.8) (4.5) (17.3) (36.8)
USA Hong Kong Netherlands Bangladesh Netherlands
(1.2) .7) (4.3) (6.9) (17.4)
UAE Bangladesh Hong Kong Nepal Bangladesh
Top 5 surplus (0.6) (0.6) 3.2) (6.4) 9.2)
Hong Kong Sri Lanka USA Netherlands Nepal
(0.5) (0.5) (2.5) (5) (6.2)
Bangladesh Netherlands Bangladesh Sri Lanka UK
(0.3) (0.4) (2.2) (2.9) (4.5)
Belgium Nigeria China China China
(-0.7) (-2.6) (-19.3) (-48.5) (-85.1)
Morocco Belgium Switzerland Iraq Russia
(-0.4) (-2.3) (-14) (-21.9) (-57.2)
Top 5 deficit Australia Saudi Arabia Saudi Arabia Saudi Arabia Iraq
(-0.3) (-2.3) (-13.2) (-20.6) (-26.7)
Germany Switzerland Australia Switzerland Saudi Arabia
(-0.3) (-2.3) (-11) (-15.6) (-20.2)
Brazil Kuwait Kuwait Indonesia Switzerland
(-0.2) (-1.8) (-7.4) (-10.9) (-19.7)

Source: CMIE Economic Outlook, NSE EPR; Figures iparentheses are trade balances for the respective year in US$ bn

Table 21: Country -wise, year -wise merchandise trade balance

Top-5 countries based on trade surplus

Top-5 countries based on trade deficit

Netherlan ~ Bangl Saudi  Switzer
i USA ds adesh Nepal . China Russia Iraq Arabia and
FY92 1,057 118 321 59 -37 28 1,325 -3 129 69
FY95 2,116 200 607 84 131 -507 303 0 -1,134 -577
FY00 4,819 414 558 -37 -683 -748 325 -150 -2,275 -2,250
FY05 6,762 813 1,571 397 115 -1,482 -691 130 111 -5,397
FY10 2,495 4271 2,171 -19,261 -13,098  -14,013

FY15 20,622 3,527 5,829
FY20 17,344 4,969 6,942

-48,471
-48,510

-2,142

Source: CMIE Economic Outlook, NSE EPR
Note: 1) The countries have been shortlisted based on the trade balance of the respective countries in FY24
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USA, UAE and China have been consistently top export destinations: Based on quinquennial average exports, the

USA and UAE have consistently been India's top export partners for the past five series (2005 -10 to 2020 -24), with

China ranking third since 2005-\ X[ X k D&50! 1<v6 5!1.,1( +LR00tonihthdudng FY2@2 0
FY24 while Netherlands ranking has improved from eight during FYO5 -10 to fourth during FY20 -24, driven by
petroleum exports. Countries such as Japan, ltaly, and Russia, wh, $+ : &5& ! 021( F1%, !v6 723
during FY95-00, are no longer included in the current list of top export partners. In FY24, the USA accounted for 18%

of India’s total exports, up from 12% a decade ago, making it the only country with a significant increase in share over

this period. Bangladesh, absent from the top 10 list until 2010 -2015, is now India's 5 "-largest export partner.

Figure 52: Year-wise number of countries with trade deficit and surplus
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Figure 53: Top 10 country -wise trends in merchandise exports
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Source: CMIE Economic Outlook, NSE EPR
Note: 1) The countries have been shortlisted based on the exports of the respective countries in FY24
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Table 22: Top-10 trading partners based on merchandise exports

1995-00 2000-05 2005-10 2010-15 2015-20 2020-24
USA USA USA USA USA USA
UK UAE UAE UAE UAE UAE
Hong Kong Hong Kong China China China China
Japan UK Singapore Singapore Hong Kong
Germany China UK Hong Kong Singapore Bangladesh
UAE Germany Hong Kong UK UK Singapore
Belgium Singapore Germany Saudi Arabia Germany UK
Italy Japan Netherlands NEEIET Bangladesh Hong Kong
Russia Belgium Belgium Germany Netherlands Germany
Bangladesh Italy Italy Belgium Vietnam Saudi Arabia

Source: NSE EPR

Note: 1) The top-10 trading partners for each quinquennial series has been arrived at after calculating the average exports during the
corresponding period under review

2) The color shade has been applied to countries which have been part of the top -10 export partners for atleast four out of the six quinquennial
periods.

Figure 54: Country -wise composition of exports in FY14 and FY24
Exports -FY14 Exports -FY24
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Source: CMIE Economic Outlook, NSE EPR
Note: 1) The countries have been shortlisted based on the total merchandise exports of the respective country in FY24

Exports to advanced economies relative more diversified: Exports to the USA (gems &
jewellery, pharmaceuticals, electronics), the UK (machinery, electronics, garments,
petroleum), Bangladesh (textiles, agriculture, petroleum products) and Germany
(machinery, electronics, metals) are relatively diversified. In co ntrast, exports to the
Netherlands (64% petroleum), Hong Kong (82% gems & jewellery), and Singapore (48%
petroleum products) are relatively more concentrated. Interestingly, i n FY14, exports to
the UAE and Saudi Arabia were concentrated in just one-two products, but by FY24, the
range of export products to these countries has broadened significantly.

Nearly two -thirds of ores and minerals exports go to China, while one -third of electronic
goods exports are to the USA, with the latter's share increasing by 20pp over the past
decade. The sharp increase in the share of electronics exports to the USA can be
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attributed to growing manufacturing capabilities, diversification of supply chains, cost
competitiveness along with Government programs like Make in India and PLI scheme.
Textile (excluding readymade garments) exports to the USA and Bangladesh has seen a
combined share increase of ~13pp, partly offsetting China's declining share by 6.7pp.
F1%,!v6 (&2(5!'3+,% 352;,0,7< '!6 ! 51 0!7&5, 1!/ 6833/, &t
production and an alternative to traditional suppliers for the USA has driven growth in
textile exports to these countries. The share of petroleum exports to Netherlands has
increased from 6.1% in FY14 to 17% in FY24 as it acts as a key re-export hub for other
European countries, increased demand for cleaner fuels to meet stricter environmental
regulations and shift in energy t rade dynamics (i.e higher crude oil purchases from Russia
translating into higher refinement and exports) post the Russia -Ukraine crisis.

Table 23: Commodity-: , 6 & 6+!5& ,1 5&63&%7,9& $28175<v6 &; 32576 '520

% share UAE China Netherl Bangla  Singapor Hong Sauc.h Germa
ands desh e Kong Arabia ny

Ferrous and non- 4.4 4.0 14.4 o 16 38 55 0.2 @l 7.2

ferrous metals

Machinery & 5.0 22 3.0 25 57 28 6.8 05 45 9.1

Instruments

Transport 42 8.0 el 4.1 8.6 156  10.0 0.1 2.2 5.0

equipment

ceomogoewy JENDEEEE ¢ oz oo 42 w [ o s

Drugs& pharma 101 0.4 0.8 2.9 26 11 5.4 03 03 5.4
FY14 products

Electronic goods 3.1 3.2 24 6.0 14 3.0 3.0 1.8 14 5.2

Readymade 8.8 5.7 0.4 6.9 05 05 - 06 25 -

garment

Textiles 7.8 2.8 14.0 23 19.2 0.6 5.9 15 11 7.8

Agriculture 10.9 6.3 20.6 9.2 - 3.0 7.7 19 172 6.7

Ores & minerals 0.2 0.9 12.0 0.5 3.1 0.1 0.1 0.0 0.7 0.1

0.5

Petroleum products 10.0 13.8 6.9

Netherl Singapor K Saudi

0 i
% share USA UAE China ands el @ Arabia

Ferrous and non-

55 2.9 4.8 26 4.3 3.9
ferrous metals
Machinery & 9.1 4.6 5.6 o 6.0 10.0
instruments
Transport 3.4 6.0 1.0 0.5 4.9 8.5
equipment
Drugs&pharma 11.3 1.3 R 3.1 24 0.8
FY24
Electronic i 9.4 4.8 7.7 1.6
Readymade 6.1 3.2 0.4 2.8 0.2 0.3
garment
Textiles 6.0 1.9 5.6 1.3 - 0.2
Agri 6.5 8.8 20.9 45 - 2.9
Ores&minerals 0.1 0.5 25.4 0.1 15 0.0 12 0.0 11 0.1
Petroleum products 7.5 18.9 7.0 - 11.3 - 10.3 0.3 7.6 0.0

Source: CMIE Economic Outlook, NSE EPR
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Table 24: Major commodity -wise share of exports from top five trading partners in FY14 and FY24

Commodities Country name % share - FY14 %share - FY24 Change (bps)

USA 9.9 10.4 47
China 7.2 7.2
Agricultural and allied products UAE 4.5 6.5
Bangladesh 55 5.0
Vietnam 8.8 4.8
Netherlands 6.1 170 | 1003 |
Singapore 11.5 8.2
Petroleum products UAE 6.6 8.0 138
USA 6.2 6.9 77
South Africa 2.7 5.1 237
China 50.1 634 | 1328 |
Oman 1.9 4.3 244
Ores & minerals Indonesia 1.2 34 224
Russia 0.1 2.6 241
UAE 7.6 25
USA 11.8 19.8
Germany 13.3 115
Leather & leather manufactures UK 11.5 8.8
Italy 9.0 7.1
France 6.2 5.5
USA 19.0 21.5
UAE 2.5 55
Chemicals & related products Brazil 3.1 4.0
Singapore 1.8 3.6
Netherlands 2.4 3.1
USA 9.9 15.8
UAE 8.3 5.6
Engineering goods Saudi Arabia 2.7 5.0
Germany 33 3.7
Italy 2.6 3.6
USA 13.8 33.8
UAE 11.4 10.8
Electronic goods Netherlands 5.6 5.6
UK 34 5.0
Italy 1.1 3.2
USA 16.9 25.0
Bangladesh 6.6 11.6
Textiles (excluding readymade garments) | China 11.7 5.0
UAE 4.8 3.7
Sri Lanka 2.8 3.4
USA 22.8 325
UK 11.1 9.1
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Commodities Country name % share - FY14 %share - FY24 Change (bps)

UAE
Germany 7.9 5.4 -254
France 52 4.4 -71

Readymade garments

Source: CMIE Economic Outlook, NSE EPR

Country -wise imports

China remains top import partner supported by Asian and Middle Eastern partners:
China has been India's leading import partner, with its share rising to ~15% in FY24, a
4pp increase from a decade earlier. The USA, which ranked as India's top import partner
between FY1995-FY2005, has slipped to third place during 2020 -24. European countries
like Belgium, Germany, and the UK, which featured in the top 10 during 1995 -2005, have
been replaced in recent years by Asian peers such as Indonesia, Singapore, and Hong
Kong. Japan was a key import partner for India during FY95 -FYO05 but is no longer among
the top 10 import partners. The surge in petroleum imports from Russia following the
Ukraine-Russia conflict has made it India's fifth -largest import partner, marking its first
appearance in the top 10 across the quinquennial series. The decline in the share of
"Rest" among import partners, from 52% to 41% over the last decade, indicates an
increased concentration of imports from a smaller group of countries. This shift could
reflect stronger trade ties with major economies or a strategic focus on sp ecific nations
for sourcing key goods.

Middle Eastern countries like the UAE, Saudi Arabia, and Iraq have remained notable

import partners since 2010, with more than three -fourths of imports from Saudi Arabia

and 99% from Iraq consisting of petroleum products. Imports from several countries

remain concentrated in specific products: Russia, UAE, Saudi Arabia, and Irag in

petroleum products; Switzerland in gems and jewellery; Indonesia in ores and minerals;

and China, Singapore, and Hong Kong in electronic goods.In FY14, Russia's imports were

relatively diversified, but the Ukraine -Russia war has altered trade dynamics, increasing

the focus on petroleum product imports in FY24. Petroleum imports account for nearly a

quarter of the imports from the USA in FY24 (vs. 4.5% in FY14), thanks to surge in shale

oil production along with geopolitical factors and diversification of supply sources. There

+!6 #&&1 ! 6+,'7 ,1 F1%,!v6 ,03257 2' 25&6 d 0, 1&5!/6 '52
and Russia owing to geopolitical shifts and energy transition (i.e. , more focus of Australia

on renewable energy sources) and its concomitant diversification of import sources.

F1%,!v6 ,03257 6+!5& 2' &/ &%$7521,%$ (22%6 +!6 ,03529&% 6
(+10.2pp), offsetting the fall in the share of imports from Chi na (-9.7pp) due to Hong

Kong's role as a key re-export hub, tariff advantages, its logistics infrastructure, and the

strategic importance of Hong Kong in the global electronics supply chain.
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Figure 55: Top-10 country -wise trends in merchandise imports
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Source: CMIE Economic Outlook, NSE EPR
Note: 1) The countries have been shortlisted based on the total merchandise imports of the respective country in FY24

Table 25: Top-10 trading partners based on merchandise imports
1995-00 2000-05 i 2005 -10 | 2010-15

2015-20 2020-24

USA USA China China China China
Belgium Belgium USA UAE USA UAE
Germany Switzerland Saudi Arabia Saudi Arabia UAE USA

Saudi Arabia China UAE Switzerland Saudi Arabia Saudi Arabia

UK UK Switzerland USA Switzerland Russia

Japan Germany Germany Iraq Iraq Iraq
Switzerland Japan Australia Kuwait South Korea Indonesia
Kuwait Australia South Korea Indonesia Indonesia Switzerland
UAE South Korea Kuwait Germany Germany Singapore
Nigeria UAE Singapore Qatar Hong Kong Hong Kong

Source: NSE EPR

Note: 1) The top-10 trading partners for each quinquennial series has been arrived at after calculating the average imports during the corresp onding

period

2) The color shade has been applied to countries which have been part of the top -10 import partners for atleast four out of the six quinquennial

periods.
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Figure 56: Country -wise composition of imports in FY14 and FY24

Imports - FY14 Imports -FY24
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Source: CMIE Economic Outlook, NSE EPR
Note: 1) The countries have been shortlisted based on the total merchandise imports of the respective country in FY24

Table 26: Commodity -: & 6 +! 72

5& ,1 5&63&%7,I@i&in BYABahd’/F¥2dv 6 , 032576

! E | Switzerla | Singapo |
Commodities . China | Russia nd

Petroleum crude &

products (POL)

Electronic goods
Chemicals and related
products

Gold & silver

Ores and minerals
FY14 | Agricultural and allied

products 0.9 2.6 0.4 3.8 0.0 0.3 24.3 0.1 0.9 0.0
Non-electrical

machinery 9.2 0.3 7.8 0.0 0.5 1.6 3.9 0.5
Ferrous and non-

ferrous metal products 4.9 1.0 0.7 0.3 2.5 0.7

Pearls precious &
semiprecious stones 0.1 7 0 0.4 > 1.2 1.8

Transport equipment

Saudi | Indones | Switzerla | Singapo Hong
Commodities ' Russia Arabia ia | nd : re | Kong

‘ Petroleum crude &

products (POL)

Electronic goods

Chemicals and related

products 17.6 3.7 3.6 10.7 9.1 0.1

Gold & silver 0.1 0.1 19.6 3.1 1.6

Ores and minerals 0.6 6.3 3.0 10.9 0.2 2.8 11.6 0.4
FY24 | Agricultural and allied

products 0.5 2.5 1.0 4.3 0.1 0.6 22.1 11 3.5 0.0

Non-electrical

machinery 12.5 0.1 0.7 4.1 0.1 11 1.3 4.0 0.6

Ferrous and non-

ferrous metal products 5.2 0.1 2.8 4.5 2.1 1.7 0.4 3.3 1.8

Pearls precious &

semiprecious stones 0.1 1.9 19.5 8.7 - 1.0 0.1 20.5

Transport equipment 2.2 0.0 3.8 3.7 4.3 1.3 0.0 8.3 0.3

Source: CMIE Economic Outlook, NSE EPR
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Table 27: Major commodity -wise share of imports from top five trading  partners in FY14 and FY24

Commodities Country name % share - FY14 %share - FY24 Change (bps)
Indonesia 22.6 15.8
Brazil 4
Agricultural and allied Malaysia 95 -136
products
Argentina 7.3 -140
Russia 0.2 28.2
Iraq 111 16.6
Petroleum products Saudi Arabia 19.9 13.8
UAE 8.1 151
Qatar 8.9 -272
Australia 29 245
Indonesia 30.8
Ores & minerals USA 25
Russia 1.2
South Africa 8.8
China 234 18.6
Vietham 3.8 17.4
Leather & leather Italy 125
manufactures
Bangladesh 1.4
Thailand 25
China 25.7 28.6
Chemical ated USA 8.7
Saudi Arabia 5.4
Russia 1.7
China 213
Germany 10.3
Engineering goods Japan 8.3
USA 9.5
South Korea 7.9
China 47.4 37.2
Hong Kong 1.8 11.6
Electronic goods Singapore 4.8
Ireland 0.8
Taiwan 2.3
China 49.5 54.9
Toxti i Bangladesh 3.6
reaz);t%zsdfeeg;rl:ng;gs) Vietnam 2.4
Thailand 34
USA 4.6
Readymade garments | Bangladesh 221
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Commodities Country name % share - FY14 %share - FY24 Change (bps)
China
Spain 10.1 8.5 -161
Italy 6.3 4.8 -155
Vietnam 1.2 4.5 327

Source: CMIE Economic Outlook, NSE EPR

Analysis of trade for key commodities

Manufacturing products account for three -' , ' 7+ 2 F 1 %Thé ghare of 0 3257 6 m
manufacturing imports rose from 51% in FY14 to 60% in FY24, driven by electronic goods

(13%; +5pp) and engineering goods (19%; +3pp). These gains in import share of

manufacturing goods have been partially offset by a decline in the import shar e of

petroleum products. Import of manufacturing items rose at a 10 -year CAGR of 5.7% with

the CAGR in readymade textiles of 13% and electronic items of 9.8%.

In terms of merchandise exports, the share of engineering goods (24%; ~+5pp),
electronic goods (7%; ~+4pp) and chemical and related goods (14%; ~+4pp) has seen a
significant improvement for the following reasons: 1) competitive manufacturing hub due
to lower labour costs and improved productivity 2) significant investments in technology,
automation and skill development 3) policy support such as Make in India, PLI schemes
4) leveraging of opportunities from geopolitical tensions and China+1 strategy and 5)
rising global demand amidst global economic recovery. The 10 -year CAGR in electronics
is 13.6% followed by chemicals & related products (6.6%) and engineering goods (5.4%).

Figure 57: Commodity -wise, trends in total merchandise imports
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Source: CMIE Economic Outlook
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Figure 58:
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Figure 59: Commodity -wise share of imports in  FY14 and FY24
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Figure 60: Major commodity -wise, trends in total merchandise exports
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Figure 61: Commodity -wise, trends in merchandi se exports of manufacturing sub -components
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Source: CMIE Economic Outlook
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Figure 62: Commodity -wise share of exports in FY14 and FY24
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Services trade surplus has more than doubled in the last decade:  Services exports
recorded an annualised growth of 8.4% over the last 10 years, reaching US$ 341.1 bn in
FY24. This growth was primarily led by telecommunications, computer, and information
services (10-year CAGR: +8.6%) and other business services (CAGR+12%). Together,
these two segments now contribute nearly three -fourths of total services exports,
compared to two -thirds a decade ago. Services imports also expanded at a 10-year CAGR
of 8.6% and stood at US$ 178.3 bn in FY24, with growth primarily led by travel services
(11.1% CAGR) and other business services (8.1% CAGR). These two collectively
accounted for 52% of services imports in FY24. The services trade surplus has witnessed
substantial growth, more than doubling from US$ 73 bn in FY14 to US$ 162.8 bn in FY24.
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Figure 63: Category -wise share of services exports
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Figure 64: Category -wise share of services imports
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Macroeconomy
Cautious optimism as we approach the end of 2024

As 2024 concludes, there is a $! 87, 286 237,0,60 | #287 F1%, !ve &$2120, $
challenges. After weaker -than-expected Q2FY25 GDP growth at 5.4% YoY, the RBI revised FY25 GDP growth
projections down to 6.6% (earlier: 7.2%). Q+& O?Fv6 JM@ .&37 32/ ,%$< 5! 7&6 81%+
factoring in the upward revision in headline inflation forecasts to 4.8% in FY25 (earlier 4.5%), while addressing near -

term liquidity challenges with a 50bps CRR cut. Industrial activity rebound ed in October following a contraction in

August and lacklustre growth in industrial GVA in Q2FY25. Bank deposit growth of 10.7% YoY has marginally outpaced

credit growth (10.6% YoY), as the latter continues to see a broad-based and sustained moderation across sectors i
especially personal loans and services. On the external front, the merchandise trade deficit surged to a record high in
November, driven by increased imports and declining exports. T his is likely to exert some pressure on the balance of
3/!'<0&176 !'1% +!6 $2175, #87&% 72 7+& 583&&v6 %&35&$,! 7,21
October, has eased slightly in November, supported by declining food prices. Improved agricultural output and mandi

arrivals should provide further relief, and easing of retail inflation towards the 4% target could open the door for a
potential rate cut in the coming quarter. Fiscal conditions remain under check, with the gross fiscal deficit of the Union
government in the first seven months reaching 46% of FY25BE. Recently, the Government approved additional
spending of Rs 87,762 crore through a supplementary demand, signallin g increased expenditure in the remaining
months. Globally, the COP29 deal secured a climate finance target of US$300 bn annually by 2035, though it fell short

of estimated needs (US$ 1.3 trn) of developing countries. In the latest policy meet of the U.S. Federal Reserve, the

policy rate was reduced by 25 bps to 4.25% -4.5% while signalling to a lower rate -cut outlook of 50bps (earlier 100bps)

due to persistent inflation concerns amidst robust growth outlook.

1 Industrial activity records further improvement: Notwithstanding an
unfavorable base, IIP grew by 3.4% YoY in October, a slight improvement from
3.1% YoY expansion in the previous month, driven by manufacturing (4.1% YoY)
and electricity (2% YoY), even as mining growth remained subdued (0.9% YoY).
Notably, 18 of 23 manufacturing sub -sectors recorded an expansion, with five
posting double -digit growth. Use -based data showed mixed trends, with growth
improvement in consumer non -durables, primary goods, and infrastructure
offsetting deceleration in capital goods and consumer durables. Core sector
growth improved to 3.1% YoY, led by coal, steel, and refinery products but
weighed down by crude oil and natural gas. Notwithstanding some easing, India's
Manufacturing and Services PMIs 56.5 and 58.4 respectively in November
remained well in the expansion zone.

1 Retail and wholesale inflation ease: Retail inflation eased to 5.5% YoY in
November, aided by a 4.6% MoM decline in vegetable prices and moderation in
fruits, pulses, and sugar due to improved harvest and better mandi arrivals.
Sequentially, inflation contracted ( -0.2% MoM) for the first time in ten months,
though pressures persist in categories like oils, fats, and cereals. Core inflation
remained steady at 3.7% YoY, with subdued trends except for gold and silver
prices. WPI inflation also softened to 1.9% YoY due to receding food inflation.

1 Fiscal deficit in the first seven months of FY25 at 46.5% of BE: The fiscal deficit
of the Union Government remained under control at 46.5% of the FY25BE during
7MFY25 and is on track to remain within the FY25 target of 4.9% of GDP. This is
supported by robust tax revenues, higher RBI dividends, and subdued capital
expenditure. That said, major revenue streams have shown weaker realization
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compared to last year (54.5% of FY25BE vs. 59.6%), alongside capital
expenditure (42% vs. 54.6%), contrasting with revenue expenditure, which
slightly exceeds last year's pace (54% vs. 53%). The first batch of supplementary
demands for grants was announced on December 12™ with a gross additional
expenditure of Rs 87,762 crore (net: Rs 44,142 crore) largely towards fertilizer
subsidy, agriculture and defence and part of which will be met by savings in other
ministries.

1 Record high imports widen merchandise trade deficit: F1%, !v6e 0&5%$+! 1%, 6&

trade deficit hit a record high of US$37.8bn in November, up from US$26.9bn in

October, driven by a steep decline in exports and a surge in gold imports. Exports

fell 4.8% YoY, led by a 50% drop in oil exports and partly offset by growth in non -

oil exports of 7.8% YoY, supported by electronics and engineering goods. Import s

grew 28.4% YoY to US$70bn, fueled by higher gold and oil imports. Meanwhile,

the services trade surplus rose to US$17.9bn, helping offset some of the pressure

from the widening goods deficit. Notwithstanding the fall in foreign exchange

reserves to US$6529bn as of December 13™, 2024, they are sufficient to mitigate

any external vulnerabilities.

1 Bank deposit growth outpaces credit growth marginally: Bank credit growth
slowed to 11.5% YoY in October and further to 10.6% YoY by November 29 ™,
2024 . The deceleration has been broad-based across sectors with 8.3pp decline
increditgrowth 6 , 1 $ & J! < persdnallod&n%o(-1%5.8pp), services (-10.5pp)
and agriculture (-6.1pp). As of November 29, 2024, total deposits reached Rs
220.1 lakh crore, growing 10.7% YoY, slightly surpassing bank credit growth. In
FY25 thus far, outstanding deposits grew by 7.5%, marginally higher than 6.6%
growth in outstanding credit , increasing the Incremental Credit to Deposit Ratio
(ICDR)to 69.8% from 60.5% in the previous month . Banks also raised Rs 1 lakh
crore through Certificates of Deposit (CD), bringing the total outstanding CDto Rs
4.9 lakh crore.

1 COP29 delegation agrees to triple climate finance by 2035: The COP29 held
in Baku, Azerbaijan, set a new climate finance target of US$ 300 bn annually by
2035, tripling the previous US$ 100 bn goal, to support developing countries in
addressing climate disasters and transitioning to clean energy. Significant
progress was made on carbon markets through the implementation of Article 6
of the Paris Agreement, aiming to improve efficiency and safeguard human rights.
The conference also emphasized transparency, with 13 countries submitting
Biennial Transparency Reports (BTRS) to track emissions reductions. Support for
vulnerable nations, including the least developed countries and small island
states, was strengthened through adaptation and inclusion plans.
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Q2FY25 GDP growth moderates, H2 outlook remains positive

F1%,!v6 N\CV\_ 5&!/ DAM-quase? low of 540 YRY. (8%6.7% it Q1), fafli®ySteit of market
&; 3&%$7! 7,216 »v@216&168620?2Fv6 JM@ &67,0!7&m "~ k_-2a-¥Kk
The moderation in Q2 growth, albeit off an unfavourable base (+8.1% in Q2FY24), has stemmed from subdued urban
consumption demand, heavy rainfall, and softening investment and export activity amid a challenging global
environment. That said, rural consumption showed signs of resi lience, supported by robust prospects of Kharif output,
while Government spending picked up post elections, capping the moderation to some extent. Nominal GDP growth
also fell to a 15-quarter low of 8% YoY. By economic activity, Gross Value Added (GVA) growth decelerated to 5.6%
YoY, led by muted industrial activity (3.6% YoY), corroborated by slowdown in corporate earnings, partly offset by
strong growth in the services sector (7.1% YoY). The GVA growth continues to be higher than the GDP growth for the
second consecutive quarter, indicating a higher subsidy outgo.

Following a slowdown in Q2, economic growth is expected to pick -up in the second half of FY25, supported by festive
and wedding-led spur in consumption demand, and improvement in rural demand, bolstered by continued strength in
agriculture. Additionally, i mproving capacity utilization, higher capital spending by the Central and State Governments
following the H1 shortfall, and revival in private investment activity, supported by strong financial health of corporates
and banks are likely to provide an additi onal support to economic activity in the second half. Key downside risks to the
growth outlook stem from prolonged geopolitical tensions, policy uncertainty in the US, volatile global commodity
prices, and persistence of inflation at elevated levels, there by weighing on consumption.

1 Q2FY24 GDP slows to a seven -quarter low of 5.4%.... F1%, ! v6 5&!/

. GDP growth inQ2FY25
moderated to a seven-quarter low of 5.4% YoY in Q2FY25, notably lower than the

came in at a seven-quarter

$216&1686 &67,0! 7& 2' “k_- 11% O?FV6 J |owof54% Yoy, vs.6.7% n
moderation in growth, albeit of an unfavourable base (+8.1% in Q2Y24) can be Q1 and 8.1% in Q2FY24,
ascribed to slowdown in private consumption, particularly urban demand, and significantly lower than

market/RBI expectations by

softening investment activity and exports. That said, the revival in rural demand,
110/160bps.

thanks to strong kharif output, and improvement in gov ernment expenditure post

elections helped limit the extent of moderation. GDP growth in the first half of FY25
now stands at 6% YoY, lower than 8.2% YoY growth in the same period last year.
In nominal terms, GDP growth came in at a 15-quarter low of 8% YoY in Q2FY25
(vs. 9.7% YoY in Q1).

171/ &% #< 6/ 2:&5 (52:7+ ,1 35, 9! 7Rivat8$ Rirlalé 8

Consumption Expenditure (PFCE) growth softened to 6% YoY in Q2 (vs. 7.5% Yoy  CPP growth moderation -
was led by muted growth in

in Q1) as muted urban <_:onsumpt|o_n i reflected in lower u_rban FMCG demand private final consumption,
growth (2.8%) and negative growth in passenger car domestic sales (-18.2% YoY investment and exports.

in Q2) i outweighed the buoyancy in rural consumption, as seen in relatively
stronger rural FMCG demand growth (6%), robust prospects of kharif output and
lower MGNREGA demand. On similar lines, Gross Fixed Capital Formation (GFCF)
i abarometer of investments in the economy i grew at a six-quarter low of 5.9%
YoY in Q2, as excess rainfall in August/September impacted construction and
investment activity. That said, the improvement in capital expenditure by the
Central Government post elections (+10.3% YoY in Q2 vs. -35% YoY in Q1)
supported overall investment activity. Government Final Consumption Expenditure
(GFCE) growth improved to 4.4% YoY, after exhibiting negative growth in the
previous quarter (-0.2% YoY), thanks to post-election spending by the Central
government. Export growth slowed down to 2.8% (vs. 8.7% YoY in Q1) on the back
of tepid global growth and geopolitical challenges impacting key shipping routes.
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After 15 consecutive quarters of growth, imports contracted by 2.9% YoY (vs. 4.4%
in Q1), thanks to benign crude oil prices and muted consumption demand.

GVA growth moderates to 5.6% led by muted industrial activity: GVA growth
also came in at a seven-quarter low of 5.6% vs. 6.8% YoY in the previous quarter.
This can be primarily ascribed to a significant deceleration in the industrial GVA
growth to a six-quarter low of 3.6% YoY (vs. 8.3% in Q1), partly offset by robust
growth in services (7.1%) and agriculture (3.5%). The GVA growth of electricity and
other utilities fell sharply to 3.3% YoY on the back of an unfavourable base (+10.5%
in Q2FY24), higher than normal monsoon and lower industrial demand.
Manufacturing GVA growth eased to a six-quarter low of 2.2% YoY (vs. 7% YoY in
Q1), as reflected in subdued manufacturing output growth (lIP: 3.1% YoY in Q2)
and weaker corporate earnings in the manufacturing sector. Construction activity
growth also moderated to 7.7% YoY while mining activity contracted for the first
time in eight months led by a high base and seasonal impact of monsoon.
Agriculture GVA growth, recovered from a sub-optimal performance in the p revious
four quarter to grow by 3.5% YoY in Q2 (vs 2% in Q1) on the back of robust kharif
output. The stable and resilient services sector growth of 7.1% YoY in Q2 can be
ascribed to improvement in travel and real estate activity, which was partly offset
by moderation in financial services, as reflected in slowing credit growth.

F1%,!v6 (52:7+ [ ,. &I < 7Respies&dmoderation,in GDP3
growth during Q2, India remains among the fastest -growing large economies
globally. Following a slowdown in Q2, economic growth is expected to pick -up in
the second half of FY25, supported by festive and wedding -led spur in
consumption demand, and improvement in rural demand, bolstered by continued
strength in agriculture. Additionally, improving capacity utilization, higher capital
spending by the Central and State Governments following the H1 shortfall, and
revival in private investment activity, supported by strong financial health of
corporates and banks are likely to provide an additional support to economic
activity in the second half. Key downside risks to the growth outlook stem from
prolonged geopolitical tensions, policy uncertainty in the US, volatile global
commodity prices, and persistence of inflation at elevated levels, thereby weighing
on consumption

Figure 65: India quarterly GDP growth trend
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Table 28: Quarterly GDP growth trend (2011

-12=100) (%YoY)

1
Gross Domestic Product (GDP) 12.8 5.5 4.3 6.2 8.2 8.1 8.6 7.8 6.7 : 5.4 :
1
Private Consumption (PFCE) 18.5 8.2 1.8 15 55 2.6 4.0 4.0 7.4: 6.0 :
1
Government Consumption (GFCE) 9.8 3.4 7.1 13.9 -0.1 14.0 -3.2 0.9 -0.2: 4.4 :
1
Gross Capital Formation (GCF) 14.9 24 2.8 3.3 7.5 10.7 11.5 8.0 7.1: 5.9 :
1
Gross Fixed Capital Formation (GFCF) 13.9 4.7 5.0 3.8 8.5 11.6 9.7 6.5 7.5: 5.4 :
Exports 19.1 11.7 10.9 12.4 -6.6 5.0 34 8.1 8.7: 2.8 :
1
Imports 26.1 16.1 4.1 -0.4 15.2 11.6 8.7 8.3 4.4 : -2.9 :
1
Gross Value Added (GVA) 11.3 5.0 4.8 6.0 8.3 7.7 6.8 6.3 6.8 : 5.6 :
1
Agriculture 2.7 2.3 5.2 7.6 3.7 1.7 0.4 0.6 2.0: 3.5 :
1
Industry 6.8 -24 0.6 34 6.0 13.6 10.5 8.4 8.3 : 3.6 :
1
Mining and Quarrying 6.6 -4.1 1.4 2.9 7.0 111 7.5 4.3 7.2 : -0.1 :
1
Manufacturing 22 -7.2 -4.8 0.9 5.0 14.3 115 8.9 7.0: 2.2 :
Electricity 15.6 6.4 8.7 7.3 32 105 9.0 7.7 10.4: 3.3 :
1
Construction 14.7 6.9 9.5 7.4 8.6 13.6 9.6 8.7 10.5 : 7.7 :
1
Services 16.7 9.8 7.2 7.2 10.7 6.0 7.1 6.7 7.2: 7.1 :
1
Trade, Hotels, Trans., Storage, Comm. 22.1 13.2 9.2 7.0 9.7 4.5 6.9 5.1 5.7: 6.0 :
1
Fin. Svcs, Real Estate & Business Svcs. 10.5 8.7 7.7 9.2 12.6 6.2 7.0 7.6 7.1 : 6.7 :
Public Admin., Defence & Other Svcs. 23.6 7.3 35 4.7 8.3 7.7 7.5 7.8 9.5: 9.2 :
Source: CSO, NSE EPR. | SS—— -!
Figure 66: Quarterly GDP growth by expenditure (%YoY)
B = Private consumption (PFCE) Government consumption (GFCE)
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Source: LSEG Datastream, NSE EPR.
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Figure 67: India GDP sector share of growth (%)
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Figure 68: Gross value added (GVA) across sectors
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Figure 69: India GVA sector share of growth (%)
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Figure 70: Quarterly trend of nominal vs. real GDP and GVA growth
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Figure 71: Annual real GDP growth trend
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Source: CSO, CMIE Economic Outlook, NSE EPR. SAE = Secordivance Estimate; PE = Provisional Estimate; RBle = RBI Estimate.
Table 29: Annual real GDP growth trend (% YoY)
FY20 FY21 FY22 FY23 FY24PE H1FY25
Gross Domestic Product (GDP) 3.9 -5.8 9.7 7.0 8.2 6.0
Private Consumption (PFCE) 5.2 -5.3 11.7 6.8 4.0 6.7
Government Consumption (GFCE) 3.9 -0.8 0.0 9.0 2.5 2.0
Gross Capital Formation (GCF) -2.6 -7.4 211 55 9.4 6.5
Gross Fixed Capital Formation (GFCF) 11 -7.1 175 6.6 9.0 6.4
Exports of goods & services -34 -7.0 29.6 134 2.6 5.6
Imports of goods & services -0.8 -12.6 221 10.6 10.9 0.7
Gross Value Added (GVA) 3.9 -4.1 9.4 6.7 7.2 6.2
Agriculture 6.2 4.0 4.6 4.7 14 2.7
Industry -1.4 -0.4 12.2 2.1 9.5 6.0
Mining and Quarrying -3.0 -8.2 6.3 1.9 7.1 3.9
Manufacturing -3.0 3.1 10.0 -2.2 9.9 4.5
Electricity 2.3 -4.2 10.3 9.4 7.5 6.8
Construction 1.6 -4.6 19.9 9.4 9.9 9.1
Services 6.4 -8.4 9.2 10.0 7.6 7.1
Trade, Hotels, Transport, Storage, Comm. 6.0 -19.9 15.2 12.0 6.4 5.9
Fin. Svcs, Real Estate & Business Svcs. 6.8 1.9 5.7 9.1 8.4 6.9
SV(F:subhc Administration, Defence & Other 6.6 76 75 8.9 78 93

Source: CSO, NSE EPR.
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[IP and core sector growth improves further in October 2024

F1%, ! ve6 , 1%8mecokred further B 7QctBber7 with the IIP exhibiting a growth of 3.4% YoY, a slight
improvement from 3.1% in the previous month , supported primarily by manufacturing (4.1% YoY) and electricity (2%
YoY). This was partly offset by tepid growth in mining activity (0.9% YoY) amidst an unfavourable base effect across
categories. Notably, 18 out of 23 manufacturing sectors recorded an expansion, with key sub-industries like basic
metals, refined petroleum products, and food products registering modest growth , coupled with double -digit growth
in five sub-industries. A mixed picture emerged in the use-based classification as deceleration in capital goods and
consumer durable production growth was partly offset by an acceleration in consumer non-durables production
growth (five-month high), primary goods and infrastructure/construction goods. The core sector expanded by 3.1%
YoYin October, up from 2.4% YoY in September, as strong growth in coal (+7.8% YoY), refinery products (+5.2% YoY)
and steel (+4.2% YoY) were partly off -set by negative growth in crude oil (-4.8% YoY; 20-month low) and natural gas.
In the first seven months of FY25, IIP core sector growth moderated considerably to 4%/4.1% YoY, due to a broad -
based growth deceleration across sectorsandcore-, 1 %86 75, &6n #! 55, 1( $21680&5 %85! #
services PMI, despite a slight moderation in Nov v \, €ontinues to outperform those of major global economies.

1 1P growth expands in Oct ober, led by manufacturing: 1IP growth expanded
further to 3.5% YoY in October, a slight improvement from 3.1% in the previous
month, led primarily by manufacturing and electricity, alongside lackluster growth
in mining, largely due to an unfavorable base effect. Manufacturing production grew
by 4.1% YoY, with 18 out of 23 industries recorded growth, of which five sub -
industries, viz., tobacco products, wood products, electrical equipment, other
transport equipment, and furniture , registered double -digit growth. That said, five
industries saw YoY contractions: leather products (-3.5% YoY), printing and
reproduction of recorded media ( -9.5% YoY), machinery and equipment (-2.4%
YoY), motor vehicles (-1.6% YoY), and other manufacturing (-11.2% YoY). The
growth in mining was subdued at 0.9% YoY as a high base effect was partially offset
by a robust sequential improvement (+15% MoM).

1 Modest improvement in use -based categories despite high base:
Notwithstanding an unfavorable base, growth acceleration was observed across
most of the sectors under the use-based classification in October i barring capital
goods and consumer durables. Primary goods production (highest weight: 34%)
expanded by 2.6% YoY, thanks to robust double-digit growth in fuel -based
production (diesel, petrol, ATFs), supported by rising transport and travel activities.
Consumer goods (second largest weight of 28.2%) grew by 4% YoY in October with
contrasting trends witnessed with in the category. Consumer non-durables growth
rose to a five-month high of 2.7% YoY (vs. 2.2% YoY in September) suggesting
strengthening consumption in rural areas and among low and middle -income
households. Conversely, the growth of consumer durables moderated to 5.9% YoY
(vs. 6.5% YoY in September), reflecting some tapering in durable goods demand.
Further improvement in growth of infrastructure & construction goods to a three -
month high of 4% YoY (vs. 3.2% YoY) underscores pick-up in construction activi ty
and higher government capex spending. The moderation in growth of capital goods
to 3.1% YoY can be ascribed to a high base effect coupled with tepid pick -up in
private investment activity.

1 Eight core sector s show signs of revival in Oct ober: Eight core sector growth
displayed further improvement in October, expanding by 3.1% YoY (vs. 2.4% YoY
in September), despite a high base-effect. Coal production growth rose to a four -
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month high of 7.8% YoY (22.5% MoM) led by higher industrial demand. Conversely,
an unfavourable base effect translated into a subdued growth in electricity output
of 0.6% YoY. Steel production grew by 4.2% YoY (vs. 1.6% in September) while
cement productio n growth moderated to 3.3% YoY (vs. 7.2% YoY in September).
Notwithstanding a high base effect, the growth in both these components reflects
sequential improvement, backed by higher construction activity and government
capex spending towards infrastructure projects. Production of refinery products
grew by 5.2% YoY in October due to improved activity in the transport and travel
segment. Crude oil production growth declined to a 20 -month low of 4.8% YoY
alongside negative growth observed in natural gas production of 1.2% YoY,
cumulatively capping the overall gains.

PMI slips in November 2024 but remains in the expansion zone: F1l%,
Manufacturing PMI moderated to 56.5 in November, down from 57.5 in October,
primarily due to a continued moderation in output growth amidst rising price
pressures. Despite this deceleration, the index remained in expansion territory,
supported by a four-month high in new export orders. Similarly, the Services PMI
saw a slight dip to 58.4 in November, from 58.5 in October as stronger international
demand was offset by rising food and labou r costs. The overall decline in both the
manufacturing and services PMI is reflected in the composite PMI, which
%&$5&!'6&% 72 _bk"~ , 1 K29 &0#&5 a 96Kk
manufacturing PMI continues to outperform those of major global economies,
including the US, UK, China, the Euro Area, and Japan.

v 6

_Cck]

1

L$72#&5H

Table 30: India industrial production for October 2024 (%Yo0Y)
’ Weight (%) Oct-24 Oct-23

1P 3.5 3.1 11.9 4.0 7.0

Sector- Mining 14.4 0.9 0.2 131 3.6 9.4
based Manufacturing 77.6 4.1 3.9 10.6 3.8 6.6
indices Electricity 8.0 2.0 0.5 20.4 5.4 7.9
Primary Goods 34 2.6 1.8 11.4 4.1 7.1

Capital Goods 8.2 3.1 3.6 21.7 4.0 8.9

Intermediate Goods 17.2 3.7 3.6 9.5 4.0 5.2

gzz-dbjsed Infra/Construction Goods 12.3 4.0 3.2 12.6 5.6 13.0
Consumer Goods 28.2 4.0 4.0 12.0 2.9 4.8

Consumer Durables 12.8 5.9 6.5 15.9 8.2 14

Consumer non-durables 15.3 2.7 2.2 9.3 (0.7) 7.2

Source: CMIE Economic Outlook, NSE EPR.
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Figure 72: India industrial production (3MMA)
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Figure 73: India industrial production use -based goods (3MMA)
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Figure 74: Long-term industrial production trend (12MMA)
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Figure 75: Eight core industries and IIP growth trend (% YoY)
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Figure 76: Manufacturing PMI across countries
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RBI Monetary Policy: Status quo with a liquidity booster
Q+& O?FVv6 IJM@ &; 3&$7&%/ < %&$, %& %597 f@r thé KLth consecutiertBne Bith A 4.3 < 5 &
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since October, and the medium -term focus on further realigning inflation to the target while ensuring pick -up in growth
momentum remains imperative. The GDP growth forecast for FY25 has been trimmed by 60bps to 6.6%, with a stable
prognosis for H2FY25 fuelled by strengthening agriculture outlook, revival in rural demand, increased government
expenditure, pick -up in industrial activity and upbeat exports. Headline inflation estimates for FY25 have been revised
upwards by 30bps to 4.8%, and a sharp upward revision of 90bps in Q3FY25 to 5.7%. Notwithstanding the near -term

spike, the MPC expects food prices to soften, on record kharif output, higher mandi arrivals and better rabi crop
prospects. To address the expected near-term tightening in liq uidity conditions, the RBI announced a 50bps cut in the

Cash Reserve Ratio (CRR)to 4%, to be implemented in two tranches of 25bps each from December 14th and 28th.

This is likely to add nearly Rs 1.16 lakh crore to the banking system liquidity.

JM@ "!'$&6 !'1 ,17&5&67,1( $2181%580 !0, % 6/ 2:, 1(

decisions. Notwithstanding a positive growth outlook for the second half of the fiscal, emerging signs of moderation in
domestic growth dri vers, coupled with global uncertainties, could open room for a rate cut, provided inflation follows
a glide path towards the 4% target. That said, the MPC is expected to tread cautiously, closely monitoring persistent
food price pressures and their second -round effects. During this period, the RBI is likely to remain nimble and flexible
on liquidity management to ensure orderly money market rates and maintain financial stability, with the possibility of

arate

1

moderation evenly balanced in the remaining par t of the fiscal.

MPC maintains status quo on rates and stance : Q+& O?Fv6 JM@

decided to retain the policy repo rate at 6.5% for the 11 " consecutive time with a
4:2 majority , while unanimously deciding to retain the stance as neutral. With this,
the Standing Deposit Facility (SDF) and the Marginal Standing Facility (MSF) rates

the upper and lower bounds of the Liquidity Adjustment Facility (LAF) corridor i

remained unchanged at 6.25%, and 6.75% respectively. The rationale behind

maintaining status g uo is the need for durable price stability to ensure a conducive
environment for sustainable growth and restoring the inflation growth balance.

Inflation forecast revised higher to 4.8% for FY25: The headline inflation
projection for FY25 has been revised upward by 30bps to 4.8% for FY25, with a
sharp 90bps increase in Q3FY25 inflation projection to 5.7% along with a shallower
upward revision of 30bps in Q4 estimate to 4.5%. The Q1/Q2FY26 inflation
forecast stood at 4.6%/4% respectively. The upward revision has been ascribed to
persistent food price pressures, alongside firming up of prices of manufacturing
and services firms, translating into a pick -up in core inflation. That said,
expectation of some softening is expected from record kharif production, higher
mandi arrivals, conducive rabi sowing and seasonal winter correction in vegetable
prices. Upside risks emanate from unexpected weather events, lingering
geopolitical conflicts, volatility in crude oil prices and rise in international
ahriculture commodity prices.

GDP growth forecast for FY25 revised lower by 60bps to 6.6%: After retaining
the FY25 GDP forecast at 7.2% in the previous three meetings, the MPC decided to

The RBI expectedly kept
the policy repo rate
unchanged at 6.5% with a
4:2 majority, while
unanimously retaining the
67! 1%& !'6 wlg&

Inflation forecast for FY25
has been revised upwards
by 30bps to 4.8% while
GDP growth forecast has
been trimmed by 60bps to
6.6% in FY25.

5 Repo rate is the rate at which the RBI lends money to commercial banks. Standing Deposit Facility (SDF) rate is the rate at which the RBI accepts uncollateralised
deposits on an overnight basis from banks. Marginal Standing Facility (MSF) rate is the rate at which banks borrow from RBI i n an emergency when inter-bank liquidity

dries up.

& Cash reserve ratio (CRR) is the minimum fraction of total deposits that banks must hold as reserves with the RBI
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reduce it by 60bps to 6.6%, with Q3FY25, Q4FY25 and Q1FY26 GDP forecast
revised downward to 6.8% (-60bps), 7.2% (-20bps) and 6.9% (-40bps)
respectively. After the lower -than-anticipated growth in Q2FY25, the economic
growth for the remainder of the fiscal is expected to be supported by a) an
improved agriculture outlook and revival in rural demand, b) sustained buoyancy in
services, c) an expected pick-up in industrial activity, d) resilient world trade
prospects, thereby aiding exports, and f) higher gover nment spending. Potential
headwinds may emerge from ongoing geo-political tensions, volatility in
international commodity prices and uncertain global growth outlook.

1 Liquidity booster via a 50bps CRR cut: The RBI announced a reduction in the Cash
Reserve Ratio (CRR) by 50 bps to4.0%, marking the first cut since May 2022. This
cut will be implemented in two equal tranches of 25bps each (from December 14
and 28™ respectively) and is expected to infuse nearly Rs 1.16 lakh crore into the
banking system. This move aims to ease potential liquidity stress arising from tax -
related outflows, increased currency in circulation, and capital flow volatility in the
coming weeks. During October-November 2024, banking system liquidity
remained largely in surplus averaging Rs 1.5 lakh crore, aided by sustained
government spending and a reduction in government cash balances. To manage
this surplus, the RBI conducted five main and 23 fine -tuning VRRR auctions during
the period, absorbing a total of Rs 11.7 lakh crore. Additionally, five fine -tuning VRR
operations were conducted from late October to the end of November to manage
short-term liquidity strains. The weighted average call rate (WACR) remained well
anchored within the LAF corridor of 6.25% -6.75%, averaging 6.51% during
October-November as against 6.53% observed in August-September. With the
CRR cut and continued liquidity management, the banking system is expected to
remain adequately liquid, supporting financial stability in the months ahead.

1 Regulatory measures: The RBI announced the linking of the FX-Retail platform,
:, 7+ KM@Fve6 ?2+!5!'7 @211&%$7 3/'7'"250n '/ /] 2:,1( 86&56 72
from banks and non-bank providers. The RBI also proposed the introduction of the
Secured Overnight Rupee Rate (SORR), anew benchmark based on secured
overnight money market transactions, to strengthen the interest rate derivatives
market. Further, to support small farmers amidst rising agricultural input costs, the
limit for collateral -free agricultur e loans has been increased from Rs 1.6 lakh to Rs
2 lakh. Pre-sanctioned UPI credit lines will now be available through Small Finance
Banks, promoting financial inclusion. Additionally, the RBI introduced the
ulJ8/ &E8M7 &5K>B2/87,21 72 ! %%5&66 %, (,7!'/ "518% !1% 08
l!'67/ <n 7+& O?F /!181%+&% 7+& u@211&%7 \ O&(8/!'7&v , 1,
feedback on regulatory topics and proposed adding podcasts to its communication
toolkit for wider disseminatio n of information.

1 A status quo vs rate cut dilemma on the cards: Q+& O?Fv6 JM@ '! $&6 1
interesting conundrum amid slowing growth and elevated inflation, in turn
complicating policy decisions. Notwithstanding a positive growth outlook for
H2FY25, emerging signs of growth moderation, coupled with global uncertainties,
could open room for a rate cut, provided inflation follows a glide path towards the
4% target. That said, the MPC is expected to tread cautiously, closely monitoring
persistent food price pressures and their second -round effects. With the near -term
inflation -growth outlook turning adverse, the focus of the MPC will be to further
align inflation with the target while ensuring a pick -up in growth momentum. During
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this period, the RBI is likely to remain nimble and flexible on liquidity management
to ensure orderly money market rates and maintain financial stability. The
possibility of the start of rate cut cycle in the remaining part of the fiscal remains
evenly balanced for now.

Table 31: Current policy rates

The policy repo rate was retained at 6.5% in the December policy with a 4:2 majority, while the policy stance has been
81! 1,0286/ < 5&7!',1&% ! De redlic&dfiorh 4.3%té 4.0%+4nka pl@&e® mannef, with the first
tranche of a 25bps cut effective from December 14 ™, followed by the second equal cut from December 28 .

Repo Rate 6.50% 6.50% 6.50% i 6.50% E
Standing Deposit Facility (SDF)* 6.25% 6.25% 6.25% i 6.25% i
Marginal Standing Facility (MSF) 6.75% 6.75% 6.75% E 6.75% E
Bank Rate 6.75% 6.75% 6.75% i 6.75% i
i

Cash Reserve Ratio (CRR) 4.50% 4.50% 4.50% E 4.00% i
1 1

Source: RBI, NSE EPR. * Introduced in April 2022 policy as the new floor of the LAF corridor. + after implementation of the p hased reduction of CRR ===================

Figure 78: Movement in key policy rates

Flexible liquidity management by the RBI has helped bring down money market rates closer to the policy repo rate.
The average Weighted Average Call Money Rate (WACR) fell marginally to 6.51% during OctoberNovember from
6.53% during August -September.

Movement in policy rates
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Source: LSEG Datastream, NSE EPR.
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Figure 79: Real interest rates
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Figure 80:J M@ 0&O0#&56v 927,1( 3!'77&51
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Figure 81: K & 7
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System liquidity continued in surplus during October -November 2024, averaging Rs 1.5 lakh crore. It moved into
deficit for a brief period in late November (26 -28), before returning to a surplus of Rs 0.42 lakh crore as of December
5t 2024. This surplus was mainly due to higher government spending, despite the downward pressure from increased

currency in circulation and capital outflows.
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Figure 82: India vs. US policy rates and yield differential
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Figure 83m F1 %, !'v6 $21680&5 ,1'/!'7,21 75! -&%$725< 1'1% O?Fve6 '2E5
Headline inflation projection for FY25 has revised higher by 30bps to 4.8%, with a sharp upward revision in Q3 t0 5.7%

(+90bps) while a shallower increase of 30bps to 4.5% in Q4. The forecase for Q1/Q2FY26 has been pegged at 4.6%

and 4% respectively.
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Source: CMIE Economic Outlook, RBI EPR. Core inflation is calculated as CPI inflation excluding food, pan, tobacco & intoxicants and fuel & light.
Figure 84: Quarterly and annual inflation forecasts by RBI
RBI's Inflation projections
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Figure 85m DAM (52: 7+ 75&1% ! 1% O?Fv6 &67,0! 7&6
The GDP growth projection for FY25 has been revised lower by 60bps to 6.6%.
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RBI's GDP growth projections
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Retail inflation moderates to a sub -6% print

Headline retail inflation moderated to 5.5% YoY in November, down from a 14 -month high of 6.2% in the previous
month, reflecting the impact of easing food prices, particularly vegetables. Sequentially, the CPI index recorded its
first month -on-month contraction ( -0.2%) in ten months, reflecting improved winter supplies and favourable seasonal
dynamics. Food & beverages inflation eased to 8.2% YoY (vs. 9.7% in Oct), led by a 4.6% MoM decline in vegetable
prices, alongside moderation in fruits, pulses, and sugar prices. However, upward pressures persist in certain
categories like oils & fats and eggs, and non-vegetable food inflation remains relatively elevated. Core inflation held
steady at 3.7% YoY, driven primarily by persistently high personal care & effects inflation, though there are early signs
of stabilization as monthly core price growth slowed.

In the wholesale space, WPI inflation softened to 1.9% YoY (vs. 2.4% in Oct), as food inflation receded and offset a
modest uptick in manufactured goods prices. During the first eight months of FY25, retail inflation averaged 4.9% YoY,
though the latest reading below 6% and the steady arrival of winter crops raise hopes of further easing. Should these
improvements in food supply sustain and broader price pressures remain contained, the door may open for a potential
rate cut in the coming quarter.

1 Headlne5&7!,/ , 1"/ 17,21 , CPlénHalich deteerated td H5%6 | m
YoY in November from a 14-month high of 6.2% YoY in the previous month. The
moderation in inflation was primarily led by food inflation which fell to 8.2% YoY in
November fromc k a - V2V  Haéadlihefirflatianfek 0.2% MoM, marking the
first sequential contraction in ten months , reflecting the impact of decline in
vegetable prices, thanks to improved summer harvest and better mandi arrivals.
Despite the recent fall, the food basket continues to see upward pressure from
vegetables, fruits, oil & fat and cereal components. Headline inflation ex -veggies
continued to remain at benign levels of 3.7%YoY, down from 4.7% YoY in
November last year. Core inflation remained steady at 3.7% YoY, driven by
subdued trends in most sub -components, except for elevated gold ( +26.6% YoY)
and silver (+26.5% YoY) inflation. Geographically, both urban and rural inflation has
eased, however rural inflation continues to be relatively higher.

T 116 6&! 621! /vegetdh®s bring s2élief: Food & beverages inflation
moderated to 8.2%YoY in November from a 15 -month high of 9.7%YoY in October,
primarily on account of 4.6% MoM fall in vegetable prices and a high base effect.
Apart from veggies, prices of fruits (-1.1% MoM), meat and fish (-0.3% MoM),
pulses (-0.2% MoM) and sugar (-0.1% MoM) also fell on a sequential basis in
November. Part of this drop can be attributed to good monsoons and arrival of the
winter supplies. On the other hand, eggs and oils & fats saw prices rise by 2.8%
MoM and 3.1% MoM respectively in November, as India experiences winter and
strong demand for the products . Since August, oils & fats prices have risen by
12.5% on the back of strong rally in international prices of palm and soyabean oil
and an increase in customs duty. While vegetable prices showed moderation in
November, the extent of moderation has slowed down based on daily prices data
in the first two weeks of December , thereby exhibiting stickiness in prices.

1 Core inflation remains stable: Core inflation remained steady at 3.7% YoY in
November. This was mainly driven by the personal care & effects segment, which
remained elevated at 10.4% YoY, albeit seeing moderation from 11% YoY last
month, due to the higher gold and silver prices. The only segment to see
moderation in the core segment was transport & communications at 2.6% YoY (vs
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2.8% YoY (vs. 2.7% in Oct), and recreation & amusement at 2.7% YoY (vs 2.4% in

Oct) saw a mild increase. Clothing, footwear and education remined largely flat.

Sequentially, core inflation increased 0.2% MoM in November (vs. 0.5% MoM in

October). The higher food price inflation has not spilled over to the core segment

indicating that the headline numb ers remain a supply driven phenomenon.

1 Wholesale inflation come down based on softer food costs: ~ WPI inflation eased
to athree-month low 1.9% YoY in November from 2.4% YoY in October, translating
into an average inflation of 2.1% in the first eight months of FY25. The moderation
was led by a sharp reduction in food inflation to 8.6% YoY from a 15 -month high of
13.5% YoY in the previous month. Inflation in manufacturing products rose to a 22 -
0217+ +,(+ 2' \- V2V w896k [k_- V2V , 1 L$7v\~r¥n +, (+/
pressures in certain industrial segments. That said, manufacturing product inflation
continues to remain benign with deflation in basic metals, fabricated metals, other
non-metallic mineral products. Meanwhile, the fuel & power component remained
in deflationary territory for the fourth consecutive month, underscoring the muted
global energy price environment and stable domestic fuel costs.

1 Headline inflation seeing moderation; rate cuts possible: Although retail
inflation in FY25TD remains elevated at 4.9% YoY (vs 5.5% YoY in FY24TD), the
recent softness in food prices and headline CPI dipping below 6% offer some
respite. With stable winter crop arrivals and early signs of a growth slowdown, the
monetary policy stance could turn more accommodative if inflation shows
sustained moderation. A potential rate cut in the next quarter would, however,
hinge on further corrections in key food segments, ensuring headline inflation
durably remains around the median inflation target of 4%.

Table 32: Consumer Price Inflation in November 2024 (%YoY)

%YoY Weight (%) Nov-24 FY25TD FY24TD
CPI 5.5 6.2 5.6 4.9 5.5
Food & Beverages 45.9 8.2 9.7 8.0 7.6 6.6
Pan, Tobacco & Intoxicants 2.4 23 25 3.8 2.8 3.8
Clothing & Footwear 6.5 2.7 2.7 3.9 2.7 55
Housing 10.1 29 2.8 3.6 2.7 4.3
Fuel & Light 6.8 (1.8) a.7) (0.8) (3.4) 2.6
Miscellaneous 28.3 43 4.3 4.4 3.8 4.8
Core CPlI inflation * 449 3.7 3.8 4.1 3.4 4.8

Source: CSO, NSE EPR; Noté:Headline inflation excluding food & beverages, pan, tobacco & intoxicants and fuel & light.

101/330



O NSE Market Pulse

December 2024 | Vol. 6, Issue 12

Figure 87: Headline CPI inflation trend
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Figure 88: Category -wise contribution to India consumer price inflation (CPI)
India Consumer Inflation and Components (Nov 24)
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Source: LSEG Datastream, NSE EPR.
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Figure 89: Category -wise contribution to India Food and Beverages inflation (CPI)
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Figure 90: Monthly Change in CPI inflation broken down by base and momentum
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Table 33: Wholesale price inflation for November 2024 (%YoY)

FY25TD FY24TD

Weight (%)  Nov-24 Nov-23 |

WPI 1.9 24 0.4 21 -1.3
Primary articles 22.6 5.5 8.1 5.2 5.8 3.0
Food articles 15.3 8.6 135 8.8 8.5 6.1
Non-food articles 4.1 -1.0 -1.7 -3.0 -25 -5.7
Minerals 0.8 5.9 1.9 8.7 4.9 8.0
Crude petroleum & natural gas 24 -8.1 -12.2 -7.1 0.0 -5.9
Fuel & power 13.2 -5.8 -5.8 -4.1 -1.7 -6.2
Coal 21 -0.9 -0.9 1.8 -0.7 3.0
Mineral oils 8 -5.2 -7.7 -5.7 -1.6 -10.5
Electricity 3.1 -10.4 -3.6 -2.9 -2.8 1.7
Manufactured products 64.2 2.0 15 -0.8 1.2 -2.0
Food group 24.4 8.9 11.6 5.1 7.4 2.6

Source: CSO, CMIE Economic Outlook. NSE EPR.

Figure 91: Category -wise contribution to India wholesale price index (WPI)

India WPI Inflation and Components
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Source: LSEG Datastream, NSE EPR.
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Figure 92: India wholesale price inflation (WPI)
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Figure 93: Monthly Change in WPI inflation broken down by base and momentum
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Figure 94: Gap between retail and wholesale inflation
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Source: CMIE Economic Outlook. NSE EPR.
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Trade deficit widens to record high levels on higher gold imports

F1%,!v6e 0&5%$+! 1%, 6& 75 !-thhé& high &' USHE37.8bn i1 BoBeMmBet(vs7 2S$26.9bn ih Odtober),
driven by a pronounced drop in exports and a sharp rise in gold imports following the recent import duty cut. On a YoY
basis, merchandise exports fell by 4.8% to a 25 -month low of US$32.1bn, pressured by a steep 50% YoY decline in
oil exports. Nonetheless, non -oil exports continued to show resilien ce, rising by 7.8% YoY and supported by strong
performance in electronics and engineering goods, together constituting nearly 39% of total exports. Imports,
meanwhile, soared by 28.4% YoY to a record US$70bn in November, driven predominantly by a 330% YoY spike in
gold imports to US$14.9bn , primarily attributed to festival-related demand and the recent cut in import duties . Oll
imports also witnessed an increase due to reduced discounts on crude from Russia. Beyond these volatile categories,
non-oil, non-gold imports moderated sequentially, signaling some tempering in underlying domestic demand.

The services trade surplus, on the other hand, rose to a record high of US$17.9bn, as services exports surged by 27%
YoY to US$35.7bn, acting as a counterbalance to weakening goods exports. Overall, goods and services exports grew
by 9.6% YoY to US$67.8bn, while imports rose by 28.6% YoY to US$87.6bn, translating to a significantly higher overall

trade deficit. For the fiscal year to date (AprhK2 9 \ X\ *¥n F1%, ! v6 0&5%+! 1%, 6& 75! %&

from US$170.4bn in the same period last year.

1 Merchandise trade deficit reaches historic highs in November | nmMerchandise
trade deficit surged to historical high of US$37.8bn in November from US$26.9bn
in October. This rise was led by a decline in exports at the lowest levels since
October 2022 as well as a surge in gold imports to record levels of US$ 14.9 bn on
higher festive demand and import duty cut. The oil deficit declined marginally to

RPU [\k~"#1 896k RPU[]ka#1 ,1 L$7v\ ¥ 16 #27+ ,032576

moderation while non -oil non-gold trade deficit rose to US$12.7bn in November
from US$9.1 bn in October. As a consequence, the cumulative merchandise trade
deficit for April hNovember FY25 reached US$202.4bn, well above the US$170.4bn
recorded in the same period of FY24, mainly reflecting elevated net imports of
crude oil and gems & jewellery.

T 1 c+,/ & &;32576 !'5& 81%&5 35&6685:&xpdrt®, %67 6/ 2: , 1(
fell sharply by 4.8% YoY in November to a 25-month low US$32.1 bn in November
(vs. US$39.2bn in October). The decline was led by oil exports which fell

6&48&17,!'// < #< [bkc- ©_X- V2V¥ 72 RPU]ka#l ©96k RPU"K

fluctuations in oil prices. Similarly, non -oil exports also fell by 17.9% MoM with a

broad-based decline in engineering, gems & jewellery and electronic goods. That

said, on a YoY basis, engineering and eletronic goods (share: 39% of overall

exports) exhibited noteworthy growth of 21.5% and 45.4% YoY respectively,

+,(+/,(+7,1( 7+& ,03!3$7 2'HoWwevéd, eiplrighwti 0&17v6 MIF 6%
remains muted at 2.2% in FYTD25, reflecting weak external demand.

1 Imports rise on the back of strong gold demand : Imports in November grew

+&0 &

sharply by 28.4% YoYtoanall-7, 0& +, (+ 2' RPUaX #1 ©96 RPU"k\ #1 ,1

The increase was mainly driven by higher gold imports which have been rising

recently due to changes in duty structure along with higher oil imports on account

of lower discount on imports from Russia. Oil imports grew by 7.9% YoY to

US$16.1 bn while non-oil imports exhibited a growth of 36.1% YoY to US$53.8 bn

©96 RPU”akb #1 ,1 L$7dby*380 YoDi@drésorddgR&576 63, . &
RPU["kc #1 =©96k RPUak][ #1 -relatedldériand\and¥ 5&' / &$7, 1(
impact of import duty cut. On a sequential basis, non -oil, non-gold imports, a good
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proxy for domestic demand, were lower by US$1.8bn reflecting moderation in
internal demand.

1 Services surplus continues to provide support to the external balance: Contrary
to merchandise trade balance, t he service trade surplus widened to an all-time
high in November at US$17.9 bn, higher than US$17.1 bn in October. While goods
exports are falling, services exports are providing upward support, rising by ~27%
YoY to a record high of USD 35.7bn in November, thereby keeping the CAD under
check. In FYTD25, services surplus has risen to US$119.5bn from US$104.1bn in
FYTD24. On a broader scale, overall goods and services exports rose by 9.6% YoY
to US$ 67.8bn in November while imports grew much faster by 28.6% YoY to
US$87.6bn.

Table 34: India monthly trade balance for November 2024

(0] Non-oil Gold
%YoY imports %YoY imports %YoY Import
; ; (US$ bn) (US$ bn) (US$ bn) ;

Nov-24 32.1 -4.8 70.0 28.4 16.1 7.9 53.8 36.1 14.9 331.4 -37.8
Oct-24 39.2 17.2 66.2 3.6 18.3 13.3 47.9 1.3 7.1 -1.4 -27.0
Nov-23 33.7 -3.3 54.5 -4.3 14.9 -85 39.6 -2.7 3.4 6.2 -20.7
FY24TD 278.3 -6.7 448.7 -7.9 115.0 -17.4 333.2 -4.3 32.9 21.0 -170.4
FY25TD 284.3 2.2 486.8 8.5 123.3 7.2 363.5 9.1 49.1 49.1 -202.4

Source: Ministry of Commerce, CMIE Economic Outlook. NSE EPR.

Figure 95: India monthly trade balance trend
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Source: LSEG Datastream, NSE EPR.
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Figure 96: Non-oil, non -gold imports Figure 97: QOil imports trend
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Source: Ministry of Commerce, CMIE Economic Outlook. NSE EPR.
Figure 98: Oil imports vs. Brent crude oil prices trend
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Source: LSEG Datastream, CMIE Economic Outlook, NSE EPR.

Figure 99: Forex reserves and import cover (months)
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Source: LSEG Datastream, RBI, NSE EPR; Forex reserves as of November 30 2024
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Figure 100: INR vs. other key Asian market currencies
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Bank credit growth softens further in October

Outstanding bank credit growth witnessed a broad-based moderation to 11.5% YoY in October ! 6 3 &5 7+ &
0217+/ < uP&$725!/ A&3/ 2<0,&hrking 2 'decetetation of @5pR fom7SeptedmiBi3ahd the¥
slowest pace in credit expansion since May 2022. The O ? F Wegkly Statistical Supplement (WSS) showed further
decline to 10.6% YoY (as of November 29™"). This translates into a total decline of 8.3pp in outstanding credit growth

6, 1%& J!<v\i~rk M&5621!'/ [/ 2!'1 (52:7+ +!16 02%&5!7&% 63&%$, " , ¢
cards, consumer durables and vehicle loans. Industry credit to large industries remained subdued at a six-month low

of 6%, while credit growth to micro & small industries decelerated to 10% YoY in October (vs. 13.4% in Septembe r).
2916 ! (!,1267 (2/ % -&: &/ 1 &5< (5&: '7 _ " k\-V2V o k\ 33%¥n
Within the services sector, credit growth to transport operators, wholesale trade, and NBFCs moderated. Total
outstanding bank deposits stood at Rs 220.1 lakh crore as of November 29 ", 2024, exhibiting a growth of 10.7% YoY

and marginally outpacing the bank credit growth of 10.6% YoY. So far, this year, the outstanding bank deposits have

grown by 7.5%, higher than 6.6% growth in outstanding b ank credit, translating into an increase in the incremental
credit-deposit ratio (ICDR) to 69.8% (vs. 60.5% in October).

T ?2!'1. $5&%, 7 (52: 7+ 02%&5! 7&6 ' 20utstandikg ' , ' 7+ $216&$87, 9¢
bank credit growth slowed down further in October to 11.5% YoY, 1.5pp lower than
the previous 0217 +k >6 3 & Huts@rdiny BankTcred rgrowth further
eased to 10.6% YoY as of November 29". There has been a broad-based growth
%&$ &/ &5!' 7,21 2' bk]33 6,1%$& J! <v\A58#H,5266 6&$7256 [/ &% 7
services (-10.5pp) and agriculture ( -6.1pp). Growth in agriculture was the highest
among all the sectors at 15.5% YoY(-0.9pp), while cr edit to the industry sector
softened to 7.9% YoY (-1.1pp) as subdued credit growth to large enterprises (6%
YoY;-0.5pp)i the lowest since May 2024i was partly offset by robust credit growth
to medium enterprises (19.6% YoY). Notwithstanding the double -digit growth in
credit offtake to micro & small (10% YY), the segment witnessed a notable growth
%&$ &/ &5!'7,21 2' 1k~33 ,1 4 0217+ '1% _k_33 6,1%& J! <v\

71 '!'6 $5&%, 7 72 6&59, $&6 ! 1% 3 &5Rel®dndlloang 52: 6 ! 7 ! 6/ 2: &5
grew at a slower pace of 12.9% YoYi the lowest since September 2021, reflecting
moderation in consumer specific credit demand (share: 22% in outstanding credit).
Growth decelerated across consumer durables (6.6% YoY; -2pp), vehicle loans
(11.4% YoY; -1.9pp), credit card outstanding (16.9% YoY; -1.1pp), housing (12.1%
YoY;-0.5pp). That said, loans against gold jewellery continued to grow significantly
by 56.2% YoY-1&! 5/ < ' ,9& 7,0&6 7+& (52:7+ 5! 7& 2' [V- V2V 6
consumers monetize on their gold assets as their price increases. Credit growth to
the services sector eased slightly to 12.7% YoY (-1pp) led by moderation in
transport operators (15% YoY; -2pp), trade (12.4%; -2pp) and NBFCs (6.4% YoY;
-3pp). Outstanding bank credit to HFCs has contracted by -0.3% YoY, first time in
the past 11 months.

71 '/ 21(6, %& 68#%8&% (52: 7+ ,1 #! 1. $5&%, 7 72 ,1'5167
Outstanding bank credit to infrastructure , accounting for nearly one-third of the
industrial credit , grew by a modest 1.6% YoY in October. This was partly offset by
bank credit to basic metal & products and chemical and products and engineering
i cumulatively accounting for 24% of industry credit, which expanded at a robust
pace of 15.4%, 12.7% and 14.5% YoY respectively. Bank credit growth to textiles
has slowed down to 5.6% YoY in October (vs. 13.2% in the same period last year).
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1 Banks focus on deposit mobilization:  Total outstanding bank deposits grew by
10.7% YoY as of November 29", 2024 (as per O? F v 6 , maRyhally outpacing
the outstanding bank credit growth of 10.6% YoY with the CDR relative stable at
79.5%. So far, this year, the bank deposit has grown by 7.5% vs bank credit growth
of 6.6%, translating to increase in the ICDR to 69.8% (vs. 60.5% in October) as
banks focus on mobilizing deposits. Both time (10.8% YoY) and demand deposit
(10.4% YoY) growth has tapered off to some extent from the previous month.
Additionally, banks also raised funds through issuing certificate of deposits with
outstanding CD amount reaching Rs 4.9 lakh crore as of November 29", with ~Rs 1
lakh crore raised in November.

1 Industry credit share surpasses personal loans: Over the past decade, the share
of industry in outstanding bank credit has declined, with personal loans and
services now accounting for a larger share than industry and driving bank credit
growth. The shares of industry, personal loans and services in outstanding bank
credit currently stand at 21.9%, 32.7% and 27.7% respectively. The fall in the
share of industry is on account of a decline in the share of large industries to 15.6%
(vs ~35% a decade ago). In recent times, however, credit to personal loans and
services sector has moderated with RBI increasingly tightening the lending norms

on unsecured retail loans and loans to NBFCs while industry has exhibited a
rebound in credit growth.

Figure 101: Outstanding bank credit and deposit
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Source: CMIE Economic Outlook, NSE EPR.
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outstanding bank credit across industry, services and personal loans

Figure 102: Trends in share of total
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Source: CMIE Economic Outlook, NSE EPR.

outstanding bank

Figure 103: Trends in share of micro & small, medium and large enterprises in total
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Source: CMIE Economic Outlook, NSE EPR.
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Figure 104: Trends in share of micro & small, medium and large enterprises in outstanding industrial credit
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Figure 105: Growth in outstanding bank credit across key sectors
” Sector -wise growth in bank credit
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Source: CMIE Economic Outlook, NSE EPR.
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Figure 106: Growth in outstanding industrial bank credit across size
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Figure 107: Growth in outstanding bank credit across segments of industry
% YoY Segment wise growth rate(%YaY) in industrial credit
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Figure 108: Growth in outstanding bank credit across segments of services
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Figure 109: Growth in outstanding bank credit across segments of personal loans
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Figure 110: Growth rate in outstanding loans against gold jewellery
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Figure 111: Trends in Outstanding Bank Credit and Deposit Growth
Total credit and deposit growth rate (%YoY)
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Figure 112: Trends in outstanding demand and time deposits growth
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Figure 113: Credit to Deposit ratio
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Source: CMIE Economic Outlook, NSE EPR

Note: Data for Nov-24* is as of November 29", 2024.
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Figure 114: Incremental credit to deposit ratio (ICDR)
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Note: Data for Nov-24 is as of November 29™, 2024

Figure 115: Growth rate in outstanding credit and deposits (YoY and FY25 so far)
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Note: NSE EPR. FY25 so far is as of November 29, 2024
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Figure 116: Issued and outstanding amount of Certificate of Deposits
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Union finances: Fiscal deficit narrows; remains on track to achieve the budget target

The D2 9 &5 1 0 i&ances @uring the first seven months of the fiscal reflect slower absorption of budgeted
allocations compared to the same period last year, with receipts/expenditure heads depicting lower
realization/utilization rates. While all major revenue streams show weaker realisation rate than the previous year's
level, the expenditure pattern presents a contrasting picture - revenue expenditure as a % of BE marginally exceeds
last year's pace while the proportion of actual capex to budget provision remains lower than the same period last year.

Union Government's total receipts during 7MFY25 rose to (+8.3% YoY)to Rs17.2 lakh crore, driven by rise in non-tax
revenues (+50.2% YoY), primarily from RBI dividends which resulted in dividend proceeds surging substantially. On
the tax front, direct taxes witnessed robust growth of +11.1% YoY, supported primarily by a significant growth in
personal income tax (+20.2% YoY),while corporate tax collections registered tepid growth (+1.2% YoY)primarily due
to weaker Q2FY25 earnings. Furthermore, indirect taxes witnessed positive momentum, with GST collections and
customs duties contributing positively. However, non-debt capital receipts declined 18.2% YoY owing to lower loan
recoveries and disinvestment proceeds, resulting in revenue receipts reaching 54.5% of the budgeted estimate, as
opposed to 59.6% the previous year. Onthe expenditure side, total spending rose (+3.3% YoY)to Rs24.7 lakh crore,
with revenue expenditure increasing (+8.7% YoY) due to higher interest payments and subsidies, while capital
expenditure extends its downward momentum (-14.7% YoY)to Rs 4.7 lakh crore due to election-related fiscal
constraints. Consequently, the fiscal deficit narrowed to Rs 7.5 lakh crore, reaching 46.5% of FY25BE (vs 45% of
FY24BE),remaining on target to achieve the budgeted limit of 4.9% of the GDP.

I Strong growth in tax and non -tax revenues propel government receipts: In

Apri-L$72#&5v\~*n 7+& R1,21 D29&510&17v6 727!/ 5&%$&, 376

17.2 lakh crore, largely driven by robust gross tax revenues (+10.8% YoY) and non -
tax revenues (+50.2% YoY). On the tax front, direct taxes maintained a positive
momentum (+11.1% YoY), supported by a rise in personal income tax (+20.2%
YoY). However, the growth in corporate tax was relatively modest (+1.2% YoY)
mainly due to weaker Q2FY25 earnings. Indirec t taxes also posted healthy growth
(+10.5% YoY), with robust GST collections (+12% YoY) and customs duties (+6.2%
YoY) partly offset by subdued growth in excise duties (+0.6% YoY). Furthermore,
non-tax revenues were buoyed by dividend proceeds (+112.2% YoY), largely from

6 8

RBI dividen%6 2' ©O6 \ k[ /! .+ $525& ,1 J!<v\~Ak A85,1( aJCV\ _

rose by +36.8% YoY to a record high of Rs 7.2 lakh crore (58% of FY25BE vs 52%
of FY24BE), underscoring accelerated spending in the latter half of the fiscal.
However, non-debt capital receipts continued to slump ( -18.2% YoY) primarily due
to lower loan recoveries and disinvestment proceeds. Revenue receipts stood at
54.5% of the budgeted estimate, below 59.6% in the same period last year.

1 Uptick in revex partly offset by lower capex: In the first seven months of the
fiscal, the Union's total expenditure rose moderately (+3.3% YoY) to Rs 24.7 lakh
crore, as growth in revenue expenditure (+8.7% YoY) was offset by subdued capital
spending (-14.7% YoY). On similar lines, the revenue/capital expenditure as a % of
FY25BE stands higher/lower than COPPY. Revenue expenditure, which accounts
for over three-fourths of 7 + & $ &tdtal héndirfly, increased to Rs 20 lakh crore,
driven primarily by higher interest payments (+9.4% YoY) and other revenue
components (+8.6% YoY). Outlay towards subsidies rose by +7.3% YoY, with food
subsidies rising by +26.5% YoY to nearly 70% of the FY25BE, petroleum subsidies
skyrocketing (+434.8% YoY), while fertilizer subsidies contracted 14.4% YoY
during the same period. Conversely, capital expenditure declined by 14.7% YoY to
Rs 4.7 lakh crore (vs. Rs 5.5 lakh crore COPPY)h achieving 42% of the capex target
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for FY25 (vs 54.6% in 7MFY24), thanks to lower spending in the first quarter on
account of fiscal restrictions during the Lok Sabha elections. 4

1 Fiscal deficit contracts and remains within target: The fiscal deficit of the Union
government remains in check, as the cumulative deficit decreased ( -6.6% YoY) to
Rs 7.5 lakh crore (46.5% of FY25BE vs 45% of FY24BE) in the first seven months
of the fiscal. This reduction is largely driven by lower capital expenditure, partly
offset by subdued net tax collections in the backdrop of substantial transfers to
states. Even though we expect expenditure to pick up over the next few months,
the fiscal deficit rema ins well within the budgeted target of 4.9%, underscoring the
Union government's prudent fiscal management to date in FY25.

Figure 117m V&! 5/ < 75&1 % 2' F1%,!ve6 ' ,6%$!/ #!/11%$&6
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Source: LSEG Datastream, NSE EPR.
Figure 118: Gross fiscal deficit as % of budget targets during April -Oct
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Source: CMIE Economic Outlook, CGA, NSE EPR.
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, 6 Figure 120: Fiscal Balance Snapshot

Fiscal Deficit trend (%GDP) Rs crore FY24PA %Y | FY25BE % YoY
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Figure 121: Direct tax collections during Apr -Oct Figure 122: Indirect tax collections during Apr -Oct
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Figure 123: Year average of monthly collections* Figure 124: GST collections trend
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Source: CMIE Economic Outlook, NSE EPR.
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Figure 125: Revenue and capital exp during Apr -Oct  Figure 126: Expenditure mix during Apr -Oct
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Table 35: A snapshot of government finances (Apr -Oct FY25)
toms Apr-L $7 v\ ] Apr-L $ 7 v\ ~ . Implied Figure (7MFY25)
Rs crore Rs crore

Net tax revenues 13,01,957 13,04,973 0.2% 12,78,526

Gross tax revenues 18,34,518 20,32,634 10.8% 18,07,536

Of which:

Direct Tax 10,03,180 11,14,316 11.1% 10,97,684
Corporation tax 4,81,969 4,87,862 1.2% 5,32,138
Income tax 521,211 6,26,454 20.2% 5,60,546

Indirect Tax 8,31,338 9,18,318 10.5% 7,09,852
Goods and service tax 5,35,298 5,99,580 12.0% 4,62,319
Custom Duties 1,24,384 1,32,112 6.2% 1,05,633
Excise Duties 1,50,215 1,51,190 0.6% 1,67,810
States Share -5,28,405 -7,22,976 36.8% -5,24,235

Transferred to NCCD -4,156 -4,685 12.7% -4,815

Non-Tax Revenue 2,65,765 3,99,294 50.2% 1,46,407
Dividends and profits 1,24,530 2,64,278 112.2% 24,856
Other non-tax revenues 1,41,235 1,35,016 -4.4% 1,21,551

Central govt. revenue receipts 15,67,722 17,04,267 8.7% 14,24,933

Non-Debt Capital Receipts 22,990 18,807 -18.2% 59,193
Recovery of Loans 15,093 13,275 -12.0% 14,725
Misc. receipts (inc. divestment) 7,897 5,532 -29.9% 44,468

Total Receipts 15,90,712 17,23,074 8.3% 14,84,126

Revenue Expenditure 18,47,488 20,07,353 8.7% 17,02,048
Interest Payments 5,45,086 5,96,347 9.4% 5,66,593
Major subsidies 2,31,694 2,48,670 7.3% 1,79,752

Food 1,10,872 1,40,239 26.5% 65,011
Fertilizer 1,19,703 1,02,446 -14.4% 61,554
Petroleum 1,119 5,985 5,940
Other revenue expenditure 10,70,708 11,62,336 8.6% 9,55,703

Capital Expenditure 5,46,924 4,66,545 -14.7% 6,44,566

Total Expenditure 23,94,412 24,73,898 3.3% 23,46,614

Fiscal Deficit 8,03,700 7,50,824 -6.6% 8,62,488

Source: CMIE Economic Outlook, CGA, Budget Documents, NSE EPR.
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Table 36: A snapshot of Government finances in 2024 -25

BE PA BE % YoY

Rsclrzi:z (Rs lakh (Rs lakh % chg. frog"E (Rs lakh over

: crore) crore) ; crore) FY24PA

Central govt. net tax revenue 20.9 16.0 23.3 23.3 111 0.0 25.8 10.9

Gross tax revenues 30.5 12.6 33.6 34.6 13.6 3.0 38.4 11.0
Of which:

Direct Tax 16.6 17.8 18.2 19.7 18.7 8.2 221 12.3
Corporation tax 8.3 16.0 9.2 9.1 10.3 (1.1) 10.2 121
Income tax 8.3 19.7 9.0 10.5 254 16.7 11.9 13.0

Indirect Tax 13.9 6.9 15.4 15 7.6 (2.6) 16.3 8.5
Goods and service tax 8.5 21.6 9.6 9.6 12.7 0.0 10.6 10.6
Custom Duties 21 6.8 2.3 2.3 9.2 0.0 24 34
Excise Duties 3.2 (19.2) 3.4 31 (4.3) (8.8) 3.2 2.9

States Share -9.5 5.6 -10.2 -11.3 19.1 10.8 -12.5 104

Transferred to NCCD -0.1 30.5 -0.1 -0.09 9.7 (10.0) -0.1 5.6

Non-Tax Revenue 2.9 (18.0) 3.0 4.0 40.8 33.3 55 36.4
Dividends and profits 1.0 (37.8) 0.9 1.7 70.6 88.9 2.9 70.1

Central govt. revenue receipts 23.8 9.8 26.3 27.3 145 3.8 313 14.6
Non-Debt Capital Receipts 0.7 83.4 0.8 0.6 (16.3) (25.0) 2.9 381.9

Divestment proceeds 0.5 2145 0.6 0.3 (28.0) (50.0) 0.5 66.7
Total Receipts 24.5 111 27.2 27.9 13.8 2.6 32.1 15.0
Revenue Expenditure 345 7.9 35 34.9 1.2 (0.3) 37.1 6.3

Interest Payments 9.3 15.3 10.8 10.6 14.6 1.9) 11.6 9.7

Subsidy outgo 5.8 14.7 4.0 4.4 (23.8) 10.0 4.3 (2.6)
Capital Expenditure 7.4 24.8 10.0 9.5 28.2 (5.0) 11.1 17.0
Total Expenditure 41.9 10.5 45.0 44.4 5.9 (1.3) 48.2 8.6
Fiscal Deficit 17.4 9.7 17.9 16.5 4.8 (7.8) 16.1 (2.2)
Fiscal Deficit/GDP 6.4 5.9 5.6 4.9

Source: Budget Documents, NSE EPRBE: Budget Estimates; RE: Revised Estimates; A = Actual. PA = Provisional Actuals. Growth in FY24PA figures are on FY23 actub
figures.
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Global macro snippets: COP -29 agrees to triple climate finance by 2035

The recent COP29 in Baku, Azerbaijan, concluded with a major agreement to triple climate finance for developing
countries, setting a new target of US$ 300 bn annually by 2035. This marks a significant increase from the previous
US$ 100 bn goal. The funding, sourced from both public and private channels, aims to support vulnerable nations in
addressing climate disasters and benefiting from the clean energy transition. This finance goal was considered
essential for equitable global climate action, ensuring that d eveloping countries are not left behind as the world shifts
toward cleaner energy solutions. Alongside this, the conference made substantial progress on carbon markets,
particularly through implementing Article 6 of the Paris Agreement, which establishes m echanisms for country -to-
country trading of carbon credits. This decision is expected to accelerate the implementation of climate plans by
making carbon markets more efficient, while also safeguarding human rights, especially for Indigenous Peoples

The Conference also emphasized the importance of transparency in climate action, with 13 countries submitting their
first Biennial Transparency Reports (BTRs). These reports will provide vital data to track progress on emissions
reductions and climate policies , aiding in the identification of financing needs and opportunities. The conference
launched tools to support developing nations in meeting reporting requirements, highlighting transparency as a
foundation for stronger climate strategies. Finally, a ke y focus was on supporting the most vulnerable nations,
particularly least developed countries (LDCs) and small island developing states, in their adaptation efforts. The
conference advanced National Adaptation Plans (NAPSs) launched the Baku Adaptation Road Map and reinforced the
inclusion of Indigenous People in climate resilience initiatives. The next COP meeting will convene in November 2025
in Belem, Brazil.

T Q5,3/,1( $/,0!7& AtCOR2 $e8d in#Baku,\AXefbaijanmwhich
concluded on November 24 ™, 2024, an agreement was reached to triple climate
finance for developing countries. The new goal aims to provide US$ 300 bn
annually by 2035, an increase from the previous target of US$ 100 bn. However,
this remains significantly below the estimated clima te finance needs of developing
countries, which are projected to reach US$ 1.3 trn per year by 2035. This is said
to be funded through both public and private sources, aiming to help vulnerable
countries protect against climate disasters and benefit from t he clean energy
transition. The UN Climate Change Executive Secretary emphasized that this
finance deal is critical for addressing global climate impacts and ensuring equitable
access to the clean energy boom.

T 1:,7+ $!'5#21 0!5.&76 ' 8&/, 1ThetotéréhGelmdde21 ! 1% 5&6,/, &1%$&

significant strides on carbon markets, particularly in implementing Article 6 of the

Paris Agreement. Countries reached a consensus on carbon crediting mechanisms,

allowing for country -to-country trading of carbon credits and establishi ng clear

guidelines for transparency and environmental integrity. This decision is expected

to accelerate the implementation of national climate plans by making carbon

markets more efficient and affor dable. The agreement also includes safeguards to

ensure that carbon trading projects respect human rights, particularly for

indigenous people. These measures are seen as essential for scaling up global

emissions reductions.

T B1+!11%$,1( Q5! 163! 5&1%$< 7QOPWaIsOd&cusséd, odthe7 & ! $7, 211 m
progress of enhancing climate transparency, with 13 parties submitting their first
Biennial Transparency Reports (BTRs). These reports provide crucial data on
emissions and climate actions, helping identify financing needs and opportunities.
The conference also launched tools to support developing nations in meeting
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reporting requirements emphasizing that transparency is key to strengthening

climate policies and ensuring accountability. The launch of the
wQ2(&7+&57Q5!1163!5&1%$<x ,1,7,!'7,9& '857+&5 81%&56%$258&Y
data in crafting effective climate st rategies. This progress sets the stage for better

climate planning and more robust international collaboration.

7T 11'1% 3529, %, 1( 6833257 At?he cofeBehck,&alabt#tibn& 1! 7, 216 m
was a central issue, particularly for least developed countries (LDCs) and small
island developing states. COP-29 advanced key outcomes to support National
Adaptation Plans (NAPs), with a focus on innovative financing, technic al support,
and meeting the June 2025 submission deadline. The Baku Adaptation Road Map
was launched, emphasizing the need for transformational adaptation efforts.
>%%, 7,21V /] <n , 1%, (&1 ae&&ed vBh2a3end8védvmaddate $ &6 : &5 &
for the Local Communities and Indigenous Peoples Platform (LCIPP). These
decisions underscore the need for tailored, inclusive approaches to climate
resilience and adaptation, particularly in the most vulnerable regions.

Figure 127: Policy rates across AE central banks
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Figure 128: Policy rates across emerging markets central banks
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Figure 129: Inflation Across Major Economies
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Figure 130: Growth Across Major Economies
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Figure 131: Unemployment Rates
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Figure 132: Trend in PMI manufacturing across countries
Manufacturing (SA) PMIs: Developed Markets
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Figure 133: Consumer Confidence Index across major economies
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Insights
Highly cited research paper 1 in the field of Behavioural Science

Pleasure of paying when using mobile payment: Evidence from EEG studies  ’
Manlin Wang®  Aiging Ling®  Yijin He®  Yulin Tan* Linanzi Zhang'? Zeyu Chang®  Qingguo Ma

Research Paper SummaryPrepared by Ram Prasad Beherd® and Varuna Joshi®

1. Introduction

Global acceptance of mobile payment systems, such as Apple Pay, and Google Pay, has increased dramatically.
According to projections, the market value will rise from $1.7 trillion in 2021 to $6 trillion by 2027. Although a
significant amount of research has been done on the factors that influence the adoption of mobile payments, less has
been done on how these factors affect customer behaviors including willingnes s to pay (WTP), basket value, and
happiness with purchases.

In contrast to the conventional "pain of paying" connected with cashless transactions, this research paper presents
the idea of "pleasure of paying," a pleasant emotion felt when using mobile payments. Mobile payments differ from
bank cards in two important ways: first, they are integrated into multipurpose mobile devices linked to pleasant
activities; second, they provide a quicker, more efficient transaction procedure, improving customer satisfaction.

The study investigates the neural correlations of pain and pleasure in payment using electroencephalogram (EEG)
techniques. It focuses on two event -related potentials (ERPS): the Late Positive Potential (LPP), which is connected to
emotional significance, and the N300, which is linked to cognitive con flict and unpleasantness. The authors predict
that using a mobile payment device can lower N300 amplitudes, which indicate less pain, and raise LPP amplitudes,

which indicate more pleasure .

2. Hypothesis

The concept of "pleasure of paying" is proposed as an immediate, integral emotion experienced when using mobile
payments, contrasting with the "pain of paying." This pleasure is anticipated to increase consumers' motivation to
purchase. Research suggests that being in a pleasant state can lead to higher purchase inclinations. The study
hypothesises that,

Hia: mobile payments would reduce the pain of paying.
Hip: mobile payments would enhance the pleasure of paying.

H.: both factors, pain of paying and pleasure of paying, facilitate consumer spending -related behaviours.

“Wang, M., Ling, A., He, Y., Tan, Y., Zhang, L., Chang, Z., & Ma, Q. (2022). Pleasure of paying when using mobile payment: Eeince from EEG studies. Frontiers in
Psychology, 13, 1004068.
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3. Experimental Design and Methodology
Study 1:

The study involved 66 right -handed native Chinese participants (20 females, mean age=22.62). Participants engaged
in a hypothetical purchase product of 40 headphones with varying prices presented in a revised SHOP paradigm, using
Eprime 2.0, with two price levels h high vs low, and by two payment methods h mobile vs cash. The pictures of the
products were gray-scale processed. Participants indicated their purchase intentions and rated their perceived pain
and pleasure on a 7-point scale for both mobile and cash payments. EEG recordings measured neural activity to assess
the pain (N300) and pleasure (LPP) of paying. The study began with 20 practice trials before progressing to 160 formal
trials. The participants' EEG and EOG data were collected using a64-channel EEG device and electrodes around their
eyes.

N300 was calculated using a time window of 260 -300 ms, whereas LPP was calculated using a time window of 500 -
800 ms. The behavioral and ERP data were analyzed in Stata using multilevel mixed-effects regression.

The figure below depicts the sequences and timing of the events in the experiment .

Mobile vs. Cash Payment

g 7TJ—‘

IST 400-600 ms
1000 ms ST
1066 CNY o
ISI 400-600 ms S
1066 CNY
1000 ms

t <3000 ms Trnluud—‘ pain

when making this

High vs. Low Prices purchase decision | Perceived pleasure
= when making this

151 400-600ms| 1234567 |purchase decision

<3000 ms 1234567

<3000 ms

FIGURE 1

Study 2:

Previous research has found that increased spending caused by bank card payments is mostly connected with hedonic
products such as snacks and chocolates. Study 1, which focused on headphones with both functional and hedonic
qualities, raised concerns about the generalizability of payment methods across different product types. As a result,
Study 2 was designed to investigate whether the stimulation of purchase intention by mobile payments extended to
products with hedonic or utilitarian qualities, as well a s controlled price levels.

29 right-handed Chinese participants (11 females, mean age = 22.74) were recruited for this study. Products selected
were either utilitarian (e.g., printers, hairdryers) or hedonic (e.g., jewellery, chocolates), with prices matched across
categories. Participants rated their willingness to buy (WTB) these products using either mobile payment or cash, while
EEG data recorded their neural activity. The study employed the same setup as in study 1.
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The figure below depicts the experimental paradigm of study 2.

| Mobile vs. Cash Payment
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12345
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4. Summary of Results

Study 1:

Behavioral data revealed that participants were less likely to purchase high -priced headphones than low -priced ones.
Mobile payment dramatically increased purchase intention for high-priced headphones. Price had a considerable
impact on felt pain and pleasure, with higher -priced headphones being more painful and enjoyable to purchase.
However, the payment mechanism had no meaningful effect on these perceptions.

EEG findings demonstrated that mobile payment significantly lowered N300 amplitudes, indicating less pain while
paying, while somewhat increasing LPP amplitudes, indicating more pleasure when paying. These impacts remained
consistent independent of product price. Mediation analysis revealed that neither N300 nor LPP alone could explain
the higher purchase likelihood owing to mobile payment. However, a sequential mediation model revealed that both
reduced pain and increased pleasure of payment influenced pur chasing intentions.

The study also explored the processing fluency as a potential cause for the pleasure of paying, finding that mobile
payment led to shorter decision times than cash payment.

Study 2:

Results demonstrated that when compared to cash, mobile payments significantly raised WTB for both hedonic and
utilitarian goods. Neural data also demonstrated this behavioral effect, with mobile payments raising the LPP
component and decreasing the N300 ¢ omponent.

Mediation analyses revealed that the enhanced WTB was jointly mediated by N300 and LPP in a sequential model,
indicating that both the reduction in pain and increase in pleasure of paying contribute to the effect of mobile payment
on purchase intentions. These findings replicated the results from Study 1 and confirmed the involvement of these
psychological processes in influencing WTB.
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5. Conclusion

Mobile payment, a rapidly growing cashless payment method, has sparked interest in understanding its adoption and
influence on consumer behaviors. Compared to cash, this study found that mobile payment increases the propensity
to buy both hedonic and utilitarian goods. Mobile payments decrease the N300 component and enhance the LPP,
according to research that used EEG to identify neural causes. This represents a new discovery in the field of cashless
payment research as these effects together mediate the increased purchase intention.

This multidisciplinary technique contributes to our understanding of the psychological effects of cashless payments
by integrating traditional behavioral metrics with EEG. The results support earlier studies that demonstrated the
greater impact of mobile p ayments than credit cards on WTP, highlighting the overlooked role of the pleasure of paying.

The study emphasizes how crucial 3! <0&17 0&7+2%6 !'5& 72 7+& $86720&5v6 -
adaptable payment choices may improve customer experience and build trust. Retailers may use mobile payments to

boost sales channels and improve customer experience, while mobile payme nt providers need to improve transaction

fluency across formats. Security and regulation of mobile payments remain critical as these methods integrate deeper

into daily life .
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Highly cited research paper 2 in the field of Behavioural Science

When Prospect Theory Meets Mean -Reverting Asset Returns: A Behavioral Dynamic Trading
Model ¥’

Jianjun Gao!® Duan Li® Jinyan Xie®*®  Yiwen Yang® Jing Yao?

Researchpaper summary prepared by S Vishwath® and Varuna Joshi?

1. Introduction

This paper is a model-based study on how stocks with mean -reverting returns affect investors who base their

35&"' &5&1%&6 21 35263&%$7 7+&25<k-'lMBRBEG®GIRXAL7 7TA8REDBxy |, /662 #RKx>:
wherein an investor is more lik ely to choose a scenario presented in terms of perceived gains rather than one with
perceived losses even if the net result of both the scenarios is equal. Mean reversion returns, as the name suggests,

means that returns of asset classes end up at their me an however extreme their variance is.

Q+& 02%&/ 2' 7+,6 5&6&!5%$+ '2$86&% 21 +2: 35263&$7 7+&25«<
mean reversion. The authors found that accounting for mean reversion attenuates the V -shaped demand pattern of
prospect theory investorsiiee.n 35263 &%$7 7+&25< , 19&67256v %&O! 1% %&P5&! 6 &¢
was considered.

The research found that this shift in investor demand led to an inverse relationship between investor demand and asset
price. The authors also showed that combining prospect theory and mean reversion predicted the short -term
contrarian behavior and disposition effect of investors more accurately in comparison to models which considered
these effects separately.

2. Hypothesis

E[lm Q+& 02 %&/ A $20#, 117,21 2' 35263&%7 7+&25< 1 1%
#&+!19,25 1'1% %, 6326, 7,21 & '&$7 2 ,19&67256 025& 5&/i, ! #/
5&9&57,1( 5&78516Kk

3. Data and Methodology

The authors developed a dynamic asset allocation model which comprised of both the S -shaped utility function of
prospect theory and the mean -reverting asset returns. The authors used Fourier transformation to get their semi-
analytical solution for their model. This model was devised to understand how mean -reverting returns changes the V-
shaped demand curve of prospect theory.

The specification of the model assumed investor trades in a market which is complete, arbitrage -free, and continuous.
The next assumption was that there was a risk -free asset with a positive constant instantaneous interest rate and a
risky asset. The risky asset had a positive constant volatility and the instantaneous return rate was assumed to be in a
standard Brownian motion.

 Gargano, A., & Rossi, A. G. (2022). Goal setting and saving in the fintech era. The Journal of Finance. https://doi.org/10.11 11/jofi.13339
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The instantaneous Sharpe ratio followed an Ornstein -Uhlenbeck process. The rate of mean reversion rate was
considered positive and the uncertainty of the instantaneous return rate was considered negative. The instantaneous
return rate, also known as return drift, was also considered to follow an Ornstein -Uhlenbeck process.

The authors developed the solution for the model using the martingale approach as a static optimization problem. A
51/11%20 9!5, ! #/ & .12:1 !'6 7+& u672%$+!67,%$ %, 6%$2817 '1$725v
To highlight the diff erence between a propensity theory investor and a constant relative risk aversion investor, the

1 87+256 $216, %&5&% 7:-29&2083203276&0-6&&U EHE! $R0!3,21 &1 7kvV

The study considered a special case of the baseline model wherein they incorporated the effects of mean -reversion on
the geometric Brownian motion of the propensity theory investor and studied the effects of ignoring and including
mean-reversion on the solution of the model. The Sharpe ratio is considered a constant in this new model.

The authors developed sample portfolios and price paths to test the disposition effect. The authors tested a sample of
10,000 traders each holding four stocks. These 40,000 sample paths were given two potential stock price paths and
the results were simulated by testing it with individual models of propensity theory and mean reversion, and then

combining it and testing with the final model.

4. Summary of Results

The authors observed contrarian trading behavior when accounting for both propensity theory and mean -reversion i.e.,
investors bought stocks when prices fell and sold stocks when prices rose to manage the demand in the opposite
direction and create a negative feedback demand to stock pr ice.

The model incorporating both propensity theory based utility and mean reversion had a higher reliability of prediction
when it came to contrarian trading behavior. The authors also showed that their combined model predicted the
disposition effect of invest ors thereby overcoming the limitations of individual models of propensity theory and mean
reversion.

5. Conclusion and Implications

According to the authors, this study was the first of its kind within a standard dynamic asset allocation framework i.e.,
to combine propensity theory -based utility and mean -reverting asset returns under a single model. The portfolio
weights derived from t he model showed a significant departure from previous models incorporating only one of the
two theories considered.

The authors showed that the inclusion mean -reversion into propensity theory models significantly altered the V -shaped
demand curve qualitatively. This model also predicted, more reliably, the contrarian trading behavior and disposition
effect of investors than previous models.

The authors concluded that ignoring mean -reversion can lead to biased inferences about propensity theory investors.
A future research area suggested is to incorporate mean -reversion into disappointment utility theory.
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Highly cited research paper 3 in the field of Behavioural Science

Personality differences and investment decision making

Zhengyang Jiang?® Cameron Peng’ Hongjun Yar¢®

Research paper summary prepared by S Vishwath? and Varuna Joshi*°

1. Introduction

This study is a survey to understand the relationship between personality characteristics and investment decisions.

The paper examines this relationship by considering the big five personality traits h openness, conscientiousness,
extraversion, agreeableness, and neuroticism. The authors study the correlation of these personality traits with
,19&67256v #&/,&' 6 ! #287 7+& 672%. 0!5.&7n &%$2120,% (52:7

The study aims to explore the explanatory power of equity investments with respect to the big five personality traits.
The survey aims to establish, through primary research of participants from the American Association of Individual
Investors, the personality traits and the beliefs which can be recorded and checked for correlation. The authors aim to
establish literature linking personality traits and investors beliefs using standard and non -standard channels.

2. Hypothesis

Investor beliefs, namely, expected return, risk aversion, economic growth, equity allocation and social interaction are
correlated with the big five personality traits, namely, openness, conscientiousness, extraversion, agreeableness, and
neuroticism.

3. Data and Methodology

The survey used atwenty-, 7&0 48&67, 211! ,5& :+,%$+ 16 %&6, (1&% 72 &/, 9%
of the big five dimensions, openness, conscientiousness, extraversion, agreeableness, and neuroticism.

The survey was sent to American Association of Individual Investors (AAll), a non-profit organization which has
150,000 members, on November 22, 2019. The survey yielded 3,325 valid responses, a 2% response rate.

The survey had four sections h personality, belief and preference parameters, equity allocation, and demographics.
The personality section had 20 questions from the SAPA Personality Inventory. The second section had three sub -
sections.

The first sub-section consisted of questions relating to investor beliefs about their expectations of stock market return,
GDP growth and inflation rate. The second sub-section consisted of questions devised to understand extrapolative and
contrarian beliefs. The third sub-section consisted of questions designed to capture the social interaction element.
The equity allocation section was made up of questions about financial allocation and portfolio choice. The last section
had standard questions about demog raphics.

The majority demographic amongst the survey respondents were white males above the age of 60, making up 80% of
the total number. 90% of the respondents had a college degree. The respondent pool was made up of wealthy
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individuals, with more than 80% declaring a wealth of above $1 million. The survey also had around one -third of
respondents with an annual income above $200,000.

The study aimed to determine the correlation between personality traits and investor beliefs by individually pairing up
each trait with the variables considered. The authors also wanted to consider demographic variables and their role in
the formation of i nvestor beliefs. This step was necessary to then make the demographic variables as controls for the
final correlation study.

The study brings in additional data from the Household, Income and Labor Dynamics in Australia (HILDA) survey. This
survey was conducted from 2001 to 2017 on economic and personal well -being, labor market dynamics and family
life. The authors also brought in data from the German Socio-Economic Panel (GSOEP) survey, which was conducted
from 2005 to 2017, on personality and investment data.

Both surveys were carried out to test the result of the study against different demographics and see if the result holds
true independent of the demographics of the respondents.

4. Summary of Results

The study finds pairwise correlations between the big five traits. The authors observed that people who are more
agreeable tend to be more open and conscientious. On the contrary, people who are more neurotic tend to be less
conscientious. All the personal ity traits were included as regressors to get to the independent effect of each individual
trait.

The explanatory power of demographic variables was found to be minimal with R -squared ranging from 3% to 5%.
These variables were included as controls in the regressions.

The average expected stock market return by the respondents was 5.57% with the 10 ™ and 90™ percentile expecting
-10% and 14% respectively with a standard deviation of 9.51%. The respondents were asked to predict extreme
events where the stock market rises or falls by more than 20%. The average probabilities from this question were
18.49% and 25 .09% respectively. Both the average expected GDP growth and inflation rate were around 2% with the
extreme 10 percentiles falling to 1% and 3% respectively .

The respondents were asked three questions to determine their risk appetite by increasing the risk between the
choices. 60% of respondents picked the first level of riskiness, while 27% and 6% of the respondents picked the
second and third level respective ly.

The study then linked personality traits to beliefs and preferences of the investors. The data linked high neuroticism
to pessimism in return expectations with a single point increase in neuroticism corresponding to a 79 basis -point drop
in one year expected return.

On the contrary, high conscientiousness and extraversion were linked to optimism in expected return. A single point
increase in conscientiousness and extraversion corresponded with an increase of 66 and 82 basis -point increase in
expected return respective ly.

High neuroticism was also linked with increased concern for downside risk with a single point increase correlating to a
102 basis-point increase in the predicted probability of a 20% market crash. High conscientiousness and extraversion
had the opposite effect.

Openness was uncorrelated with average beliefs, but higher openness was linked to higher estimated probability of
extreme events.

The personality traits showed similar patterns with respect to expected one year GDP growth with higher neuroticism
linked to pessimistic beliefs and higher extraversion linked to optimistic beliefs. Higher neuroticism also led to
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pessimistic beliefs about the one -year inflation rate. The analysis showed that neuroticism is the only trait that can be
linked with beliefs about stock returns, GDP growth, and inflation.

The study analyses correlation between risk aversion and personality traits. The analysis finds that an investor is more
likely to be risk averse if they have lower openness, higher agreeableness, or lower extraversion. The regression
between social intera ction and personality traits found that investors with higher neuroticism and extraversion have
higher tendencies to invest in a popular investment product like Bitcoin. This phenomenon is called social herding.

The study focusses on linking investor beliefs and asset allocation. Higher neuroticism and lower openness are linked
to low equity allocation. The authors find that personality traits have more explanatory power about investment
decisions than the theoriz ed value assigned by the framework of beliefs and preferences. The HILDA and GSOEP
surveys also yield similar results to the survey conducted with the AAIl proving that personality traits determine
investment decisions independent of demographic variables.

The authors aimed to create a unified account for investor behavior and chose two traits to explain cross investor
variations h neuroticism and openness. The analysis involves computing the mean of the seven characteristics
explored earlier, namely, expect ed stock return, risk aversion, perceived tail risks, extrapolation, social interaction,
and equity allocation.

The meaning of these scores were plotted against the mean neuroticism and openness of the panels. Principle
$20321&17 '1!'/<6,6 5&9&!/6 7+!'7 V] /] 7+& 6&9&1 $+! 5! $7&5, 6
and openness.

5. Conclusion and Implications

The study proves that investor beliefs and expectations are connected to the big five personality traits. The study finds
that personality traits affect investment decisions in three channels, namely, beliefs, preferences, and social
interaction tendencies .

Two personality traits explain the heterogeneity in investor beliefs in the best possible manner, neuroticism, and
openness. This provides the possibility of dimension reduction in the explaining investor behavior. The authors also
insist on including pers onality traits in future frameworks of investment decision making.

The authors suggest a new portfolio model by extending the current standard models with factors such as social
interactions and non -pecuniary factors. This study postulates that personality traits affect investor beliefs through
channels. However, the exact routes of operation of these channels were not within the scope of this paper.

Further research in determining specific modes of operation for these channels would enhance the understanding of
personality traits. Behavioral research also considers personality traits to be a combination of nature and nurture.
Further exploration of th e difference in these two ways of development of personality traits with respect to investor
beliefs will enhance explanatory power.
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Highly cited research paper in the field of Finance

Artificial intelligence, firm growth, and product innovation st

Tania Babina®? Anastassia Fedyk® Alex He** James Hodson®

Research paper summary prepared by Economic Policy and Research NSE

Each industrial revolution has been driven by technological advancements, such as how the steam engine fueled the
first industrial revolution. In a similar vein, Artificial Intelligence (Al) could usher in another transformative era in
industrial developme nt through its commercial applications. The widespread use of Al has sparked significant debate
about whether it will be a boon or a bane for society. This paper explores the impact of Al investment on firm outcomes,
including growth, employment, and marke t value. Over the past decade, Al investments have surged, reaching $140
billion annually. The growth of Al commercialization is attributed to supply -side factors, such as the rapid accumulation
of data, declining computation costs, and advancements in met hodologies like deep learning. Private sector
investments have largely focused on three core areas of Al: machine learning, natural language processing, and
computer vision. Al also possesses key economic characteristics, including its role as a prediction technology, a
general-purpose technology, and its reliance on human expertise. These properties contribute to the creation of
economic value in much the same way as other transformative technologies.

This paper bases its theoretical arguments on two concepts: product innovation and process innovation. First, it
68((&676 7+!7 >F ,19&670&17 $!'1 %5,9& ' ,50 (52:7+ #< [ 2: &!
to product innovation and variety expansion, which increases product appeal and demand. Al can facilitate knowledge
accumulation and reduce innovation costs by enhancing experimentation. Al algorithms can analyze large datasets,

reducing uncertainty and improving efficiency, le ading to more experimentation and new products. For instance,

Moderna used Al to develop a COVID-19 vaccine in just 65 days. Al can also improve existing products, such as the
Al-powered DeepX trading platform by JP Morgan, which tailors products using cus tomer data.

Second, Al can reduce the cost of process innovation by replacing human labor in certain tasks and cutting labor costs.
T+, / & >Fv6 ! #,/ , 7-makiigZandGa@ve Gothfek préblkrsis,raiseszdncerns about the displacement of
high-skill jobs, its forecasting ability can also improve operational efficiency. These two mechanisms lead to different
empirical predictions: product innovation focuses on new products, improved quality, and expanded product

portfolios, while process innovation affects opera tional efficiency but not the product itself.

Data on Al investment at the firm level is not readily available, so the authors measure Al investment by analyzing job
postings and employee resumes, specifically focusing on the share of Al workers. Using a sample of 1,993 firms, they
conduct regression analysis to address their research questions from 2010 to 2018 in the U.S. context.

First, the authors investigate the factors influencing Al investments. They find that larger firms, both initially and in
terms of growth, tend to invest more in Al. Firms with higher cash ratios are also more likely to invest in Al, as are
younger firms. However, factors such as R&D ratio, firm productivity, markups, firm valuation, market leverage, and
return on assets do not significantly predict Al investment levels.

Next, the authors explore whether Al investments lead to faster growth in sales, employment, and market value. They
discover that increased Al investment correlates with higher sales growth. Specifically, a one -standard deviation
increase in the share of Al workers leads to a 19.5% rise in sales growth. Similarly, a higher share of Al workers is
linked to increased employment growth, suggesting that Al does not displace the workforce, though it may lead to a
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shift in job roles. Additionally, the market valuation of firms rises with a higher share of Al workers i by 22-24% for
each standard deviation increase. These results hold across various industries.

The authors also examine how firm size affects Al investment and growth. They find that larger firms experience more
sales growth, employment growth, and market value increases, suggesting that big data and Al technologies benefit
from scale effects. Larger firms can collect vast amounts of data as a byproduct of their economic activity, while smaller
firms may face constraints on scaling up product innovation due to limited resources.

While these findings are compelling, the authors acknowledge potential measurement issues. To address this, they
revise their Al investment measures, switching from resume -based data to job posting -based data. Both measures are
highly correlated, and the consistent results further confirm that increased Al investment boosts sales growth,
employment, and market value. The authors also address the skewness of Al investment by creating a dummy variable.
They find that the top 25% of firms in Al investment see a 31% greater sales growth than others, while the top 10%
see 54% more growth between 2010 and 2018.

Concerns about the possibility of reverse causality, where firm growth drives Al investment, are addressed by using

instrument variables. The authors also consider the potential for investment in other technologies, such as IT, to

influence their results. By controlling for non -Al investments (IT, robotics, data skills, data analytics), they confirm

their findings. To rule out the impact of positive demand shocks, the authors control for industry -fixed effects, with
consistent results.

Finally, the authors investigate the dynamic relationship between Al investments and firm growth to resolve reverse

causality issues. They find that Al investment leads to increased sales and employment growth, but the benefits take

two or three years to m aterialize. To further address potential concerns, the authors use exposure to Al talent from
U.S. universities as an instrument variable, arguing that a shortage of Al -trained workers is a barrier to Al adoption.
Universities with strong Al programs have produced more skilled graduates, making it easier for firms to hire Al talent.
The instrument variable analysis shows that increased Al investment leads to higher sales, employment, and market
value.

c,1!'// <n 7+& 187+25 &67!#/,6+&6 7+& 0&%$+!1,60 7+528(+ : +
authors examined Al as a driver of product innovation. The authors used trademarks, product patents and changes in
product mix to measure pro duct innovation. The authors found that a one -standard -deviation increase in the share of
Al workers is associated with approximately 13% more trademarks. Similarly, a one-standard-deviation increase in
the share of Al workers over eight years corresponds to about a 23% increase in the number of product patents.
Secondly, the authors explored Al as a driver of lower operating costs. The authors used the costs of goods sold (COGS)
and operating expenses and found that Al investment increases COGS and operating expenses. This means that Al
investment is not associated with lower operating costs. The authors believe that the impact of Al investment should

be reflected in the firm's productivity. The authors found no relationship between Al investment and produc tivity.
Moreover, the authors also use process patents to evaluate Al investment's impact on process innovation but do not
find any relationship. Based on these findings, it could be argued that Al technologies benefit firms through product
innovations but not through reduction in operating expenses or improvement in productivity. Apart from this, the
authors examined the impact of Al investment on industry -level outcomes. The authors found that Al investment
affects industry -level sales growth and employ ment. Surprisingly, the authors found that growth in industry -level Al
investment positively affects industry concentration, which suggests that the winner takes the most dynamics.
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Research paper summary prepared by Economic Policy and ResearchNSE

In his book The World is Flat, Friedman highlighted the transformative power of the internet and digital technology.
While past industrial revolutions were driven by machines focused on manufacturing, the 21st century can be seen as
the information era, where digital technologies are central to economic and social progress. This paper explores the
impact of digital payments on consumption in India, focusing on two main channels : transaction costs and the subdued
endowment effect.

First, the paper argues that cash payments incur transaction costs, such as storage, time spent traveling to a bank or
ATM, and the risk of theft. Digital payments, by eliminating these costs, can encourage increased consumer spending,
particularly for tho se most affected by these transaction costs.

Second, cash payments have behavioral implications, such as being effortful, immediate, and memorable. Payments
made with cash can act as a decision-making point for consumers, prompting them to evaluate their spending. Digital
payments, however, streamlin e this process, making spending easier by removing these decision points. This leads to
the concept of the "pain of paying" or "payment transparency," where the act of parting with physical cash feels painful,
but digital payments, with no physical exchang e, feel less painful. While cash payments can help with budgeting by
providing a tangible sense of available funds, digital payments require visiting a bank or logging into accounts, making
budgeting less immediate and more abstract

Establishing a causal link between digital payments and consumer spending is challenging because we can only
observe equilibrium outcomes, which are influenced by multiple factors. For instance, the use of digital payments
depends on their availability and the level of awareness among both consumers and sellers. Not all consumers have
equal access to digital payments, and merchants are not equally comfortable with them. Small and retail merchants,
for example, often avoid or place restrictions on digital pa yments. Even when merchants accept digital payments,
consumers tend to use cash for small amounts and digital payments for larger ones, indicating a mechanical
relationship. This makes it difficult to establish a clear causal connection between digital pay ments and consumer
spending.

To address this issue, the authors use the Indian government's demonetization policy as a natural experiment. The
policy, aimed at reducing corruption and counterfeit currency, was announced on November 8, 2016, by Prime Minister
Narendra Modi. It involved withdrawing the 500 and 1,000 rupee notes, which accounted for 86% of the currency in
circulation. This was an exogenous shock, as the policy was kept secret, and even banks were not informed in advance,
leading to a 75% reduction in currency circulation overnight. In a cash-dependent economy like India, where 87% of
transaction value was in cash in 2012, the demonetization had significant implications. Prior to the policy, only 12% of
transaction volume was conducted via debit cards, highlighting the low level of digital adoption before the policy.

The authors use data from an Indian supermarket chain with 171 retail stores across 21 districts in five states, covering
the period from April 2016 to September 2017. The final sample includes 924,743 individual consumers. The study
found that the use of cash dropped from 70% to 57% following the announcement of demonetization. However, this
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decline was offset by an increase in debit card usage, which rose from 24% to 35%, along with a rise in mobile
payments and credit card usage. The authors use demonetization as a natural experiment to argue that consumers
who were more dependent on cash were more likely to be affected by the shortage of currency notes caused by the

policy.

The authors first explored the forced adoption of digital payments due to demonetization, finding that a 10% increase
in prior cash dependence led to a 2.94% rise in digital payment usage after the policy. They further decomposed digital
payments into debit cards, mobile payments, and credit cards, discovering that the decline in cash usage was
compensated by increased use of debit cards and mobile payments, while credit card usage actually declined.

The authors then examined how digital payments impacted consumer spending, finding that a 10% increase in prior
cash dependence led to a 2.38% increase in monthly spending. They also compared consumers in the 25th and 75th
percentiles of prior cash depende nce, discovering that those in the 75th percentile saw an 11.9% higher increase in
spending compared to those in the 25th percentile. To address concerns that pre -existing trends in cash usage could
influence results, the authors validated the parallel tre nd assumption.

Next, the authors explored the dynamic patterns of payment choice and its effect on spending. They found that a 1%
increase in prior cash dependence resulted in a 0.28 percentage point increase in digital payment usage following
demonetization, with usage continuing to rise over time. They also confirmed a positive relationship between prior
cash dependence and increased spending.

To address potential econometric issues, the authors used instrument variables. They also considered the possibility
that increased spending might have been driven by a shift from wet markets and street stalls to supermarkets.
However, they excluded new customers from the sample, ruling out this explanation. Additionally, they explored
whether existing customers who had previously shopped at informal markets for certain items might have shifted all
their purchases to supermarkets post -demonetization. To test this, the authors examined spending patterns for food
and non-food items, finding that non -food spending increased more than food spending, which rules out the shift
explanation. Furthermore, customers with a lower share of food spending prior to demonet ization increased their food
spending more than those with higher pre -existing food expenditures, further dismissing the idea of a shift from
informal to formal markets.

The authors also explored the impact of demonetization on the informal market, arguing that the shift to formal
markets depends on how the informal market responds. If the informal market adopts digital payments, the impact of
this shift would be reduced. They found that the adoption of mobile payments by Kirana stores increased significantly
after demonetization, and those Kirana stores that had already adopted mobile payments saw a notable rise in
transactions. Additionally, Kirana stores increased their informal credit to mitigate the effects of demonetization.

The authors also considered whether supermarket spending increased at the expense of other types of spending, such
as food delivery. They found no decline in other spending categories. Another potential argument is that increased
income could have driven higher spending, but the authors found only muted responses to negative income shocks.
While credit card usage might have been expected to boost spending, the authors observed that the reduction in cash
payments was offset by an increase in debit card usage, but not credit card usage.

The authors also addressed the possibility that increased prices due to digital payments might have led to higher
consumer spending. To test this, they created a measure of exposure to cash -dependent consumers for each product,
based on the average cash reliance weighted by spending. They found no differential impact on prices for products

sold by high versus low exposure firms.

Further, the authors examined both transaction costs and the subdued endowment effect by comparing online and
offline purchases using supermarket and online grocery store data. The assumption was that consumers would find
online purchases with cash-on-delivery less painful than in-person cash transactions. They found that forced digital
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adoption was stronger among consumers who were more reliant on cash before demonetization, even in retail store
data, although the increase in spending remained modest.

Additionally, the authors explored the impact on temptation versus non -temptation spending. They found that a 10 -
percentage point increase in pre -existing cash dependence led to a 0.34 percentage point increase in the likelihood of
spending on temptation goods, compared to a 0.8 percentage point increase for non -temptation goods. The increase
in temptation spending w as more pronounced among lower -spending consumers.

Based on these findings, we can learn that digital payments have transactions costs and subdued endowment effects
affect consumer spending.
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Q+& fAl1%, 1(6 +, (+/,(+7 68&9&5!/ 67</,=8% '!$76 ! #287 7+& $2
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T K&:6 !'77&17,21 ,6 (&1&5!'// < 3&56,67&17n !6 &9, %&17 ,1
[/, r&&$&B6ALARE /] 7+ ,1685! 1$&kr

T P20& 723,%$6 &; +,#,7 6&!8/2818 W2 23RE67H7(&5 1B&! .6,81%(+ &9B&5< ' 28!
w25&%$63,76r1( ! +&! % 2' 48!57&5/< &!'51,1(6 1111281%$&0&17

T @&57!,1 723,%$6 !5& $+! 5! $45&59,&1& %P 2#9<&5 & ¥ &B G &B2[.3& B&/IE8KL, 7.
%5! 0! 7, $lip/d<l % 7288 85! / T9R 36,!$6 758,566,r1 ( 6+! 5BB855 NBH1K(H&DR

P&/ &%$7,21 9, ! I 1662 0O&(5&66, 21

>87+256 86& |!662 5&(5&66,21 72 6&/&%$7 ,1'/8&17,!/] 1&:6 7
> $211&%$7,21 #&7:&&1 180&5, %!/ 0&!685&0&176 2 &$2120, % !
AB8& 72 P &OH&AB6YR 1! 785& 2 7+& 177 &17 6285 , 98&6$ 72456 &5589/!!177,,29186 n’
648! 5&6 5&(5&66,21 ,6 %&&0&% 8168, 7! #/ &n [ &! %, 1( 72 T7T+&
3!'51/0&7&5k Q+,6 $+2, $& HUBR2RE&G ST RIL762H/KD!'NA&128F&B2n &1+
'1% 35&9&17, 1( 29&5d77, 1(Kk

>11/<6,1( J!$528&%$2120,% >((5&(! 7&6

>87+256 1!/ <6& 7+& 5&/1!1 7,216+, 3 #&7: &&1 iBBRBL/MAS! Pt I ! 2
&03/ 2<0&17n 6728%. 0!/!'5. &71%&T&566H 7V &W7 921Kk 7TK27V#/ <n ! /T
352%8%7,21 (52:7+ BL&MW&1&66 THTTE&HRE Y ETRIRL 3 %O7N 53 ,&%a 6, (1, d
$255&/ 1 7&6 :, 7+ 5&%8$&W6Z3 1 IBEEW(!572,:271+ m, SLBHRE BREAME 21 [ &! %

XKk ! 1%! 5% %&9, ! 7,21 %&$5&! 6& , HB&PB7B&8% (627 F&kODBT76, T2B8
l ((5&(!7&6 678%, &%n :[3&$&&@,7BNM! 31, $SEREBBEET %LE %7 W&, ! 7, :
&03/2<0&17 (52:7+k

C857+&5n 7+& 6r7rBYKL&BHBB2AFALTRLT7, 21 326, 7,9&/ < 1" &$76 0!
/[ 1'5(& 326,7,9& $2&"' A%, &176 , 1%, $! 7r,6Q! /7/+ &H#TBH63$1ABCIEH 2 FH< $ /7 &P
92/ 1! 7,/1,7<k L9&5!//n A9& 6&/ &$7&% 1&:6 723,%6 &;3/!,1 | €

127, 1( 7T+ 7 1&:6 ! 7qu&27, BY2%$3$$PD8578&7 258%$78!' 7,216k F1 $72
, 1%, $!1' 7256 1% 0! $52€8&218206%! P7&1T7#2%k68!5,! #/ &6 $216,67&l1
&; 3/ 111V725< 32:&5n +, (+/,(+7,1( 7+&,5 ,03257!1%$& ,1 81%&5

>1!/<6,1( C,1'"18%,1( >%$7,9,7<

Q+& !'1!'/<6,6 '2%$86&6 21 7:2 63&%$,A% &;!1 03/ &6m 0217+ < %2/
#< 7+& 0217+/ < $2817 2 #11.5837%, &6 3$D&%D,(7 RW& k! 8HSH5/&H!:Fh6&EH
1021( B852=21& 629&5&, (16K

Q+& 5&68/76 6+2: T7+!7 1&:6 !'77&17,21 $/26&/ < 75!8%$.6 '/8%7
67521(/ < 1662%,!'7&% :,7+ &!3$+ A1!13$, 1(r BMBrooh&l 788 5!&5!&3% Wa3+ & (
r, 17 &5215& 7TAFME G th . & Proe25167n5 2 /r . 6&7<! 15&6br&n# ' $2857 6Ir? L 6 k

Q+& 1!/ <6,6 2' $5&%, 7 5,6. /62 A1%6 7+!7 1&:6 !'77&17, 21
B852=21& 629&5&, (1 @AP 635&! %6k Q+& 723 &H&R666ADr! 7T&%$281
$!3,7um60! /) %, 3&nNI17+& [/ 21& 6, (1,A%! 17 72r3B8%5 2'32%5 1B HLERORDHIE
L9&5!'//n ,7 %&021675!7&6 7+& ,1'250!7,9& 9!/8& 2' 1&: 6 7
2" An1r1s, 1( !'$7,957&76"' 520 $58%0 758, 6. K
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>1!/<6,1( F1%8675< S2/'V7,/,7<

Q+& ! 87+256) 1BBR6 75+& $! 7&(25, &6 '520 H&1 C5&1%$+9g6 : &#6,7& !
%&9, ! 7,21 2 %!,/ < ,1%8675< 5&785163&$,7/4$ 19Z7MH+1&7,0/2,177< k3 !1QR2
P((5&(!"7& 0!'5.&7 92/ 27 )P BEMOREE&E 3F&5'72%0 5T , 1%8675< 92
, 1%8675< 92/!'7,/,7< 6&5,&6 ! (!,167 7+& fA567 35,1%,3!/ $2
>GFo[,¥ 129! 7,216 ,1 7+& ! %-867&% 6&5,fB&Kk5 Q6&258/7+@63 H5&B2&EG
92/ 1V 7,/ ,7< >0 H¥1292176 2286 ,1 1&:6 723,% !77&17, 21k Q+&c<
5&(5&66,21 !5& 7+&0!/7,%$ $2817&53!576 '25 7+& 5&63&%$7,9&
1&: 6 | 77&01072,1231&52 1250 ,1140 2/5Z7!( 2 gr&b6 &r $20387 &5 +!5%: 1 5& , 1%867

., 7+ r5&7!,/nr r$20387&56nr ! 1% r62' 7:!15&r 723,$ ! 77&17,2
1 66, (10&176n 68$+ ! 6 r$8/ 785! /&6/6, '28rn 71+ 278+ & 27,+/& 61&1 % 5(& 6 !,5
81$+! 1(&% ,' 7+& !187+256 86& /&9&/ 6 2'>CNIMLI202T,R16&% , 1%

K&: 6 >77&17,21 1% J! $52&%$2120, 9% A<1!0, $6

E&5& 7+& 1!187+256 &;!0,1& 7+& 327&17,1!'/ 2" 1&: 6 115517, 9¢&
&; 7&1% #&<21% B+BT785'&2U5 G#I<7 671 1% 5% 180&5, $!/ , 1%, $! 7256k
'2%$86&% 21 T7+& $217&0325!1&286 $255&/!1 7,216 #&7:&&1 1&: 6
9!/, %' 7& 7+& 86&"'8/1&66 2 1&:4#6& 9 21 2 01< k6 8ED20: ! &9, &5,nl (7 +7&+ & &6
, 1 7+,6 6&%$7,21 ,6 :+&7+&5 1&:6 7&;7 $219&<6 1298&/ , 1" 2
0! $52&%2120,% , 1%, $!' 7256 ! 1% : +&7T&86 073283282 &6kl V-RWEB
, 1%, $!7& 7+!7 7+,6 ,6 !'1 ,03257!/17 ,668& 72 &;3/25&nfl 6 ,
#!16&% 0&! 685&6 ,172 0!$52&%$2120, % !'1!/<6,6 !'1% '25&%$!67, 1]
%4e'!'0,$ 5&/!17,216+,36 #&7:&&1 1&:6 1!55!17,9&6 !1% 0! $52&%2
35&%, $7, 9& 3R BEW20&1NEEBB&L6EN $28/ % <, &/ % 9! /8! #/ & , 16, (+7E€
287%$20&6k

J!$52&%$2120, % S>>0

Q+& !''87+256 #8,f919%5 ,8I3R/1& 70+R1L 7it98& S>0 @I XP.0MS$ 177,42 1& &6 7 :8AL8, 6B/
, 1%/ 8%8&6 7+& &%$2120,% 32/,%$< 81$OBW T 11%E&; e BOBR¥SE 5,11/ %&Q &6 & 529(¢
&03/2<0&17n !'1% / 2( ,1%8675,!/ 352%8%7,21k F1 7+& #!6&/,1
1 77&17, 2P5&BRGR1BE Bm 5&3/!$, 1( BMRkKk Q+&< &67,0!/7& 7+& S>0 8
'1% &03/2<0&3&63DBB&6&81%$7, 2h8&$&AR, B1EFIZRIT7721k Q+& 5&68/
725&&%&4&,:B1r 77&17, 21k c(C&RELRDB !, 716, 1 %8675 ,p02 BHhRG3HT WR$/ | 1R&5
&03/ 2<0&Xk7MO217&GBN : +, %+ !'5& /I 5(&5 ,1 0! (1, 78%& $203!5&%
/62 $216, &5 !/ 7&51!'7,9& S>0 63&$%$,A1A$!7,216n 68%+ ! 6 25%&
J,$+, (!'1 @21680&5 P&1SF01&%&; kF 1Q6&& nil 11 %,% (76+ &5 &0! , 1 48!/, 7! 7,
7+& 52#8671&66 2°' 7+& #16&/,1& 5&68/ 76Kk

K&: 6 >77&17,21 !'1% P72%. J!5.&7 A<1!0, $6
E&5& !87+256 !1!/<6& 7+& 5&/!17,216+,3 #&7: &&1 1&:6 ! 77&17

T Q+&5& ,6 ! 67521( $217&0325!1&286 $255&/!1 7,21 #&7: &&1
$13785&% #< 75! %, 7,21/ 0!/ $52&%$2120,% ' 7!k Q+,6 68((
'(&17609 &; 3&$7!7,21@2120<7+8& '"87835BRGVRBT7& N 21 180K5, $

52 Auto-regressive Order 1
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T ro&s$&667,7284r7, 21 $217!,16 ,1'250!7,21 ! #287 '8785& 0! $5
672%. 35, $&6BXK&PLBR,BRWI7T 9&1 6+2%. +16 ! J!5(& 1&(!'7,9&
25%&5&% ! ' 7&5 7+& 672%. O0!5. &7k

T Q+& %<1!0,%$ !662%$,!7,21 #&7:&&1 5&%$&66, 21 1 &:56& $!&16% , &7
' 77&17,21 6+2%.n 672%. 35:;n$&#H87, 1$§Z71L 7,/ U K& %Hh2 3%NHX3 | '#RB7
5&! $a-#&/ 2:168B&. [ &9&/ 6Kk

T Q+& O! (1, 78%& 2 7+& 6T7TBRI&BEYRAT/g R 15 H6+RBL B& , B2 | #287
&$2120,% 32/ ,%$< 81%&57!,17< ©oBMR¥ 6+2%$.6n ! 1% 7+&6& %,
+,(+/,(+76 7+& ,1"250! 7,211/ $217&17 2" 1&: 6, 21167 &1275
81%&567! 1%, 1( 672%. O0!5.&7 %<1!0,$6 !1% 0! $52&%$2120, $

>92, %, I>(+&!1292.?2,16 :,7+ 21 A>

Q+& 678%< 81l%W&57! . &6 ! S>>0 ! 2N/<A&6 1817 &65, B2BRKE ©2 @45
192, %! +&2% #,!6 35&6&17 ,1 35&9,286 ! 1!/ <6&6k O&6&! 5% +&"
$203!'5,1( 723 :25% /,676 ! 1% !33/< 7+& 2I5A6 3251608 :M2(585 &2 (

'520 2192175186 78&% : , 7+ T7+HBBG3 &S| B&RK OBBO/ 768/ [ 1%, $!7& 7+!
1&:6 177&17,21 6+2%. 352%8$&6 ! 6/, (+7/< 5&%8$8&% &' ' &S 7 2
6103/ & | A> &67, 0! 7&6In2 77 +688 #96,7' ' 1875, 8 U/$k& 6P 31868, i $! /DA T7TF+& 28| A
6+2:6 |  %f&k$\/B -L& 28+ , 6 | /| &6k6c&BH# DR B& VB6:1 D73 &&S/A>Kk BO03/ 2<0.
&, +,#,7 ! 6,0,/ 15 3XKIbTBREK@ %&$5&65B616(7,83201( '520 |A> 72 2
6,=& $28/ % 67&0 'f53@&! %, &,16625%,/135&! 6&% 12, 6& ,1 7+& &6
K21&7+&/ &66n : +,/ & 7+& &67,0! 7&6 %, '1' (&5 1BE7+8 %6 6257 17(&%
67!7,67,%!/ 6, (1, A$!13$&Kk

L9&5 | @&1785< BYwmSHpxL&66 K&: 6m

Q+& 678%< &; 7&1%6[ Tb78R X[BRE6 2'%5 20 $7+&2 &! 5/ , &5 <&BEE&#Z, T &
1 1% | #6751 $76 $2//&$7,21k Q2 ! $+,8&98& 7+, 6n 7+ ch&6 &! T52 +X8§ 5
&67,017& 723,$ 177&17,21[ beXT ek 1746 BRIOHT 6, 5 FH& ''FTRLT, :
6! 03/ &6n 7+&< $5&!7& ! 81, A&% 7,0& 6&5, &6 2' 723,$ ! 77&17
58&9&! /6 TIP+UW&%,7$+1&7 &6 0258& $29&5! (& 72 5&$&66,,25 60&B&!, 51H + Kd
58&$&66, 216k F17&5&67,1(/<n 5&$&66,21 !77&17,21 2'7&1 !17
583/ , $9&7$&762 5! >87 25 &!( 5!&/666 pat ] oEBXM@¥ $203! 5, 1 (5R6821GR8/ BLS$ 7,
025& 5&%$&17 %' 7'k Q+& 5&BPB5U6588%285686 B, 0, L%B6BF25/7 352
58&$&66,21 1&:6 6+2$.6 ! $5266 6! 03/ &6k E2: &9 &5n1 7& K762 1( &5
58&9&56, 21 $203! 5&8%&K202#B86FL25B&% +&BEC FABGHIGQR WBI$SR! 6,020 ! 5
72 7+26& ' JXMO7T2XKEEO03/A&n +, (+/, (+7,1( 7+& $216,67&1%$< 2' ;

>77&17,21 P&IAREB(TO N7 &% 3I>M&; 7

Q+& 5&6&!5%+ &; !0, 1&6 7+& 63&$,oASPHIOENRZLI n2" 21$388&4T7221>83BRF&
62/ & 1&:6 723,% 9!'5, 1 #/ &k Q+,6 !13352!%$+ ,6 -867,0&% 67! 7,
&; 7&16, 9& 5! 1(& 2 1&:6 1 77&17, 21%&¢ 8% &HH5&N%2, 01 $3 B2 /1 & &6 MDr2 %
35,25,7,=&6 35&%, $7256 7+!7 6, (1,Aa$! 17/ 0! /QWAUFRW!/EIDBLSBRK
678%< #&(,16 :,7+ IS  FREB2E&HKX12A,%4; n1 C&% ' 81%6 5! 7&n &0
l'6 35,0!5< 9!5]bBH&BK $¥2BBR! /[ 137 8%, 1( 9!5,286 1&:6 6&5, &¢
#27+ %&3&L1%&17 !'1% ,1%&3&1%&1L7 91/ 3 ,6/62/IN&BI6 2QR& ,01&7 2% HRBI /&
2" 35&%, $7256 ' 25 '25&$! 67, 15+ OJ1$H 218261 2D& /$, 248 7/ $ 2710<& 6,n1 : O
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+,(+/,(+7 7+&5%3CAR,: BE& 12'35&%, $7, 9& $! 3! #,/,7<n 6853166, 1
$21680&5 6&17,0&17k Q+& 23 7mA !Xk X6 6¥%827 835801,! I/ XA /734 TRIBE &8 3 , 2
$21Aa50, 1( 7+!'7 ,1%$/8%,1( 21/ < 5&%$&66, 21 | 77&%K78 (20A& 1576804 + &
63&%$,A%!' 7,21 &' "' &%$7,9&/ < &03/2<6 5&%$&66,21 '77&17,21 !6 7

Q+8&&%$725 >8725&02&8B6, D3 3I=Q@% ,1 7+& 678%< 6+2: %! 6&6 ! ¢
' 77&17,21 '25 $2035&+&1%, 1( &$2120,% %<1!0, $6k Q+& 1187+
3&5%$&37,216 2 7+& &%$2120<n &1$%$203!BB&LHEAI1 270+, &P 5% 2 119%,, 7$,, 231 67k,
7+17 1&:6 0&%, ! $!'1 3529, %& ! %%, 7, 21!/ , 16, (+76 #&<21% 7

,1"250!1 7,21 5, $+1&66 &1$! 368V $&RE&W, IRBEEB' N HH& /6885575 218 1 %,81/ (
11551 7,9&6k Q+& 3! 3&5 35&6&176 &9, %&1%& 2°' &$%$2120,% "'/8
3+&120&1!"'k C,567/<n #86, 1&66 1&:6 2''&56 , 16, (2HAPE <nl 72 && ;5
12,6& ,1 #86, 1&66 $<$/ & %<1!0,%$6 ,6 +,(+/,(+7&%n &03+! 6, =

5&"' /1 &$7&% ,1 1&:6 0&%, ! 6800!5, &6n $!'1 ,1%8%& &%$2120, % !
' (&17672  H&8<t1&4,101/ 363 <<5,1763, 9271/ 52/ & ,1 %5,9,1( '/8%$78
, 1"/ 8&17,!'/ A(85&6q ,17&59,&:6k 167/ <n 7+& ,1'/8&1%& 2"
81%&56%$25&6 +2: 0&%, ! 6/ 117 $!& 6 7083%<d 7! 9BIS2$1!270& 65 ' %<5l ! 0+ & 6,k
0O2%&/ 6 :,7+ 1&:6 !77&17,21 72 &l1+!1%$& ,1'&5&1%$& !'1% , 17

/ &9&5! (,1( 7&;7 115507, 9&6 7 2& &5 63nt &55 6,81579885<3 HE&M A1 251866k, ¢
P72%$+!167,% D&1&5! /02B«&8 6/k, #5, 80 ©wAPDBY¥

K!'5517,9& 0&75, &9!/

Q+&87+25852888& ! 1!'551'7,9& 5&75,&9!/ 6%$+&0& 72 ,17&(5!7
$203/&0&127,1( 75! %, 7,211/ 0&7+2%6k Q+& !3352!8%$+ 75! %$&6 ' 8"
' 77&17,21 7+528(+ &67,10% 77&% 1S > (B 5$72R& 51 $/,,&11.766 & $2120, $ '/ 8% 7
86, 1( 723,% 02%&/ &67,0! 7&6k Q+& 3! 3&5 %&021675! 7&6 7+,
%&7&50, 11176 2' 287387 &,;BR&GF! 7, 246kK+&T7(5&&LZE6TH &S/ NBF! 7, 2
/1'5(&67 $2175 . f#f®225956 P250RI721 ,1 r5&%$&66,21r !'77&17,21n
7+&25, &6%2, 9&K:#H$86, 1&66 $<P/3HGK ! GXXHL ;& O 3W28&6 80&H @211 %&1$

' <2""6r 68((&676 ! 115517, 9& 2' %&7&5,25!'7,1( $21680&5 %
Q+& 3!3&5 !'/62 &;!10,1&6 27+&5 P&B7RDHIXBH I XS BA22 3¢/ 6& 6% 2638n$ +:
32,176 72 +&7&52(&1&286 #&/,&' 3523!(t7,21 '6e ' 327&17,1!1/

! #2P&M 9KXKX8! 7,216k L9&5!//n 7+& 11551 7,9& 5&75, &9!/ 13352
0! $52&%$2120,% 02%&/ 6 !'1% !'1! /<6, 6Kk

Sk P72%$. J!5.8&7 Q,0, 1¢

F1 ,1&" A%, &17 0!5.&76n 620& ,1'250!7,21 0!< 127 #& '8/ /<
%5, 9& 35&%, $7!'#,/,7< "520 63&%,1A% 1&:6 723H&HBR IORI9 &6 &/&S
1&: 6 ! 7i76831$7+, 2116 5&$&66, 21 5&32576 , 1%, $i'$R2,8Y (% ,/1&4 IR 762& % , %, +
5&78516k Q2 fo+&! @, #&! 6221 5&7851 35&%, $7! #, [/ f27&! 031/!& <I6!, B&
A5, $+/ &7 >/1712%$! 7,21 w2l A>¥ 723,% 177&17,21 02%&/ f#! /6RP4 6,
'25&%$!1 67, 1( 133521+ :, 7+ N9& 5&(5&66256n '2$86, 1( 21 %&
&$2120, % 5&/&9!'1%8 2%&7THB7525@5HE&DKENB3I 67507 B(&MR2I1H&KIR24 7
5&7851 '25&%! 676 %&5, 9&% '520 7+&,5 02%&AAKLIHRH & !|#383158+H Op!+t
V'] 7&51 #,! B& %7 &;57 %, 1 ( 675! 7&(, &6 ,1199 2& $92, 112(0 , 35& $3826/6,, <l ,018%, 7'
6,0,/!'5/< 72 7+&,5 | A> 1'77&17,21 6&5, &6k

L 8fZfP! 03/ & M&5' 250fR1H®&1R' PIBH7&T, &6
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>87+256 86& 620& $219&17,21!/ 67bLfH&( %W&67H1 H&PR20BR3BL&B&ET
7+& 0!'5. &7 ,6 +&/ % $217,18286/ <k Q+& | A6l 0637/5&8 7I&A>< 187678861 7!,
' 35&%, $725InA37H5,! [7T& ( K+ &&R!I603/1& 2B&Z56, 21 2' 7+& | A> 35&%, $72!
7+& '5&48&1$1<523&F7GTFR5W! // H7358%Yn G28&1B$2:D0, $ M2/, $< F
F1w ', 7%+ &H1&(66,816.6r] 2318 %,,$77+256 =©oDT¥k Q+& DT 11662 675! 7&(< !z
[ 35&%, $7256k >// 67b%ZAEWPN &ERA/ &; $P&&7' 2B&S$! 67&% 0! 5. &7 5&7 8
#8fk 1f%2/ % 675! 7&(<n 7+& 35&%, $7256 !5& 86&% 72 5&(5&66 7+
3&5,2%n 1% 5&%8BHL&W6 $7&%H1 86&% 72 %&7&50,1& 7+& 326, 7, 2
3&5"' 250! 1%$& 0&!685&6 217, D+&¢&6%5"'7&F&KD T'1A8&H&BK/ 8! 7& T7+&, 5

Q+& !187+256 5&3257 1118!/, =&%W +31&53 & 550!171,$28n 6&7;! 37& $677& % 65n& 7, 81551
1% 0! ;, On80 2/526%6, ' ' &5&17 675! 7&(, &6k Q+& . &< A1%, 1(6 !5&m

T Q+& I A> vl 1 7&17 A,5,%$+/ &7 >//2%$!7,21¥% 1'1% 21 A> =821/, 14&
' 1% ! t63rH!'7, 7, $n , 1%, $'!'7,1( 7+!'7 3! <,1( V'77&17,21 72 T
, 19&67256Kk

T Q+& DT oT&/ $r. | T+ OP <6/ 16 751578 (5<& 6,66, 271#& : 2567 3&5' 25048
5&(8/!'5,=17,21 113352!%$+n 68((&67,1( 7+!7 7+& ! %9! 17! (¢

T Q+& V#,/,7< 2" 7+& | A> 675! 7&(< 72 2873&5"'"250 7+& O0!5
T!'/ /] P75&&7 G2851!/ =oaTPG¥ $29&5! (& $!1 #& 352a7! #/ & ' -
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Market performance
Market round-up
Emerging markets 75 &! % Q5803v6 9, %$725< :,7+ $! 87,21

Donald Trumpv Endslide victory in the US Presidential elections and the Republican party securing a majority in both
chambers of the Congress effectively mean a stronger supportfor thel &: D29&510&17v6 32/, %, &6
strengthened expectations of fiscal stimulus, tax cuts and trade protectionism boosted the US equity markets. Other
developed market equities, however, turned cautious and corrected marginally, weighed down by uncertainty about
the US trade policy and the extent of tariff hikes . Developed equities (MSCI World Index) rose by 4.5% in November,
led by the US, while Europe, UK, Japan and Hong Kong equitiesended the month with modest losses. In fact, the US
has been the best performing market this year, with the S&P 500 Index rising by 23% in 2024 thus far (As of December
19", 2024). Emerging markets (EM) navigated Q58 03 v 6 9, $ 7 2 5 thanks to7trade pdlicg Tincextdinty,
strengthening US dollar and receding rate cut expectations, that triggered capital outflows from most emerging
markets. The MSCI EM Index declined by 3.7% in November, translating into a 7.9% fall during Oct-K 2 9 v anly to
remain broadly steady in December thus far (YTD: +5.7%).

K27:,7+67! 1%, 1( ' 92/ '!'7,/ & 3&5"'" 250! 1%$& Ilodal débt éhded thekn®XHRIMD # & 5
green, aided by rate cuts across the board. The gains, however, were short-lived, as tapered rate cut guidance by the

US Fed weighed on global debt markets in December. The US 10-year sovereign yield eased by 9bps in November, but
hardened by a steep 37bps in December thus far (As of December 19™) to 4.6%, translating into a total increase of

70bps this year despite a total of 100bps cut in Fed funds rate .

After seeing the highest monthly drop since the pandemic, Indian equities consolidated and ended flat in November,
outperforming the broader EM pack. Uncertainty around Q58 0 3 v 6 75! %& 32/ -tifan-é&xPected3 ! 57
corporate earnings in the second quarter and sustained foreign capital outflows weighed on domestic equities, partly

offset by strong support by domestic institutional investors. The benchmark Nifty50 Index ended the month of
November 0.3% lower and declined further by 0.7% in December thus far (YTD:+10.2%). While the Nifty Mid-cap 50

ended with a modest 1.0% gain, Nifty Small-cap 50 remained flat in November 2024 . Echoing the global trend, the

Indian bond market also ended in green at 6.75% in November, even asthe cautious policy stance by the RBI amid
elevated inflation and tapering rate cut expectations in the US kept the gains contained.

1 Indian equities remained volatile in November but ended flat : After withessing -
. . .. . . . The benchmark Nifty 50
a sharp sell-off in October, Indian equities continued the trend in the first half of . ,
o Index remained volatile,
November, translating into a total drop of 10.9% from the September -peak. The only to end flat in the

trend, however, reversed partly in the second half, with the Nifty50 ending the month of November, even
month with a modest decline of 0.3%. Stretched valuation s, weak second quarter as YTD return (As of
corporate earnings, continued sell -off by foreign investors and uncertainty around December 19", 2024)

assembly elections (Maharashtra and Jharkhand) kept investor sentiments jittery. remains decent at 10.2%.

On the global front, persistent g eopolitical tensions, and policy uncertainty in the

US added to the caution. Strong buying by DlIs, however, provided the much-
needed downside support for the second month in a row . The benchmark Nifty50
Index ended the month of November 0.3% lower and fell by a further 0.7% in
December thus far (As of December 19", 2024), translating into a 10.2% gain in
2024 till date. While the Nifty Mid-cap 50 Index rose by a modest 1% in November,
rising further by 4.0% in December thus far, the Nifty Small-cap 50 Ind ex ended
the month of November flat, only to rise by 2.2% in December thus far.

AQ&5! (& %!,/ < 7851298&5 declhdd¥or thelfifthknoBlviea $! 6+ 0! 5. &7
row by 5.7% MoM to Rs 1.0 lakh crorei the lowest in this fiscal year, but rose by
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6.3% to Rs 1.07 lakh crore in December till date (As of December 19%, 2024). This
has translated into ADT of Rs 1.2 lakh crore in FY25 till date, nearly 46.3% higher
than that in FY24. ADT in the equity options segment (premium) also declined by
12.8% MoM to a 12-month low of Rs 61,000 crore , and further by 10.4% to Rs
54,664 crore in December thus far, reflecting the impact of discontinuation of

weekly expiries on all but Nifty contracts w.e.f. November 20 . This translates into
an ADT of Rs 66,973 crore in FY25 thus far (As of December 19", 2024), nearly
8.4% higher than that in the whole of FY24. In the equity futures segment, ADT fell
for the second month in a row by 8.3% MoM in November and further by a steep
28.2% MoM in December thus far to a 13-month low of Rs 1.22 lakh crore.
Notwithstanding the recent decline, ADT in the equity futures segment in the fiscal
year thus far at Rs 1.93 lakh crore is 28.7% higher than that in the whole of FY24.

1 Indian yields moved lower in November : Global debt, after selling off sharply in
October and exhibiting a volatile trend in early November , ended in modest green,
aided by monetary easing by some global central banks. The US Fed slashedthe
Fed funds rate by 25bps in November after a 50bps cut in September, translating
into a total cut of 100bps this year. The Bank of England also reduced its policy rate
by 25bps as investors turned cautious ahead of the US presidential elections. The
rally, however, was contained, thanks to incrementally streng thening expectations
of the quantum and the pace of rate cuts reducing next year owing to potentially
expansionary fiscal policies adopted in the Trump administration . This resulted in
yields hardening across the board in December. The US 10-year sovereign yield fell
by 9bps in December but rose by 37bps in December thus far to 4.6%, translating
into total increase of 70bps in the year till date. Other developed markets echoed
into this trend, with the 10 -year sovereign yields in the EU, and UK falling by 30bps
and 20bps in November, only to rise by 22bps and 33bps in December thus far (As
of December 19™, 2024) to 2.3% and 4.6% respectively. The Indian debt market
echoed the global trend, exhibiting volatility due to US elections. Initially the 10 -
year benchmark rose to 6.9% before dropping to 6.7% as the month ended. The
decline was partly led by a softer Q2 GDP print which came in at 5.4%, slowing
down considerably from 6.7% last quarter. The modest downward bias in
November was also supported by easing domestic inflation and global commodity
prices. Yields, however, remained range-bound in December, as receding rate cut
expectations in the US were partly offset by liquidity support provided by the RBI in
the form of a 50bps CRR cut.

1 Dlis compensated continued selling by FPIs  : The selling spree by FPIs, that was
at an all-time high in October, continued in November, as an expected
implementation of an increasingly protectionist trade policy by the new
Government in the US triggered flight of capital away from emerging markets to the
US. India felt the brunt too, with weaker -than-expected second quarter earnings
adding to the cautious sentiments. Net FPI outflows stood at US$ 2.6bn in
November, taking the total net outflows to US$ 13.8bn during Oct-K 2 9 v FP1sk
however, reentered the Indian markets aft er the correction, and injected a net
amount of US$2.7bn in December thus far (As of December 19%, 2024). Dlls,
however, fully compensated for the FPI outflows over the last two months,
investing a net amount of US$18.0bn (Rs 15 lakh crore), thereby providing
downside support to the markets , and another US$1.8bn in December thus far. In
fact, December marked the 17™ consecutive month of positive net investments by
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Dlls, translating into net inflows of US$47.7bn or Rs4 lakh crore in the fiscal year
thus far (As of December 19", 2024)i the highest ever. FPI activity in the debt
market remained muted for the fourth month in a row, with net inflows since
September coming in at a mere US$306m, translating into net FPI inflows of
US$6.7bn in Indian debt markets in FY25 thus far.

1 Global equities exhibit diverging trends in November: Global equities showed a
mixed performance in November, with the US markets leading the gains, driven by
the Republicanv @lean sweep in the elections and optimism surrounding Donald
Trump's policies, including tax cuts, deregulation, and fiscal expansion. Developed
equities (MSCI World Index) expanded by 4.5% in November. US equities surged,
bolstered by a 25bps rate cut by the Federal Reserve and robust macroeconomic
data, including strong retail sales. In contrast, European markets faced headwinds,
particularly from trade concerns, political instability, and weak economic data,
resulting in a decline in US dollar terms. Emerging markets underperformed, with
Latin America and parts of Asia seeing the steepest declines due to a stronger
dollar, trade concerns, and weak commodity prices . Asian markets, especially
South Korea, and Hong Kong, were also pressured by concerns over potential US
tariffs and weaker -than-expected stimulus measures .

US: The USmarkets surged following the landslide victory of Republicans in the US

Presidential elections. The S&P 500 Composite Index displayed its best monthly

performance of the year as it grew by 5.7% in November, though it dropped by

2.7% in December thus far, translating into YTD return of 2 3.0% (As of December

19t 2024). The Dow Jones Index outperformed the S&P 500 Composite Index as

it rose by 7.5% MoM, though it fell by 5.7% in December thus far, reflecting YTD

gain of 12.3% (As of December 19", 2024). The strong equity performance was

6833257&% #< 6&%$7256 7+! 7 67 k-gtowh pokciest &1 &' , 7 ' 520 Q580.
including Financials, Consumer Discretionary, and Energy. Further, expectations of

inward investments driven by protectionist measures and domestic firms being the

primary # &1 &' , $, ! 5, &6 2' 7+& 1&: l %0, 1, 675! 7,21ve '2%$86 21
cuts led to a robust performance by small companies.

On the macro front, the S&P Global US manufacturing PMlexpanded for the second

consecutive month as it inched upwards to 49.7inNow \ #96k "“bk_. ,1 L$7v\"r¥

Services PMI marked a substantial growth in the services sector activity since

JI'S5vyy 16 | 7 6.&inRdvemYet Ms. 55D, 1 L $ The US étonomy

I %%& % \ \ a. -2#6 ,1 K29v\i~rn 68#67!'17,!/ /< +,(+&5 7+!1
October, and the expected 200k jobs . The unemployment rate increased to 4.2%

in November, up from 4.1% in October. Further, the number of unemployed people

increased by 161k to 7.1 million. The annual rate of inflation inched up to 2.7% in

November from 2.6% in the previous month .

Europe: In stark contrast to the US, the Eurozone struggled to gain momentum .
European equities saw modest declines, reflected by a 0.5% fall in the Euro Stoxx
50 Index in November, though it gr ew by 1.6% in December thus far, resulting in
YTD return of 7.9% (As of December 19", 2024). The weak performance can be
attributed to a combination of domestic economic fragility and concerns over
potential US tariffs . Political instability also weighed on sentiment, particularly in

Germany and France. Notably, despite these challenges, some sectors performed
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better than others. Information Technology and Communication Services saw
gains, while Materials and Consumer Staples lagged. Exporters faced headwinds
from the specter of US tariffs and weaker demand from China. However, the
stronger dollar did offer some relief to European exporters. Following a sequential
decline for two consecutive months, UK equities withessed a rebound in November ,
reflected by the 2.2% rise in the FTSE 100 inNovember, followed by a moderation
of 2.2% in December thus far, resulting in YTD returns of 4.8% (As of December
191, 2024).

On the macro front, the B 8 5 2 = HC@BvEGirozone Manufacturing PMIslipped to

45.2 in November, signaling a sharp decline in production and fresh orders in the

B852 >5&!v6 0! 18The HCOB Burodofe Sérdicks/PMEIl to 49.5 in

Now \ ~ ©BifRctv \[thefirst$2 175! $7, 21 evenaské@Eplogh@estyv \ A n

inthesector $217, 18&% 72 (52: k c25 7+& ' ,567 7,0& 6,1%& J!
manufacturing output was observed owing to a jagged fall in fresh orders . Although

the volume of new orde rs grew for the 13 ™ consecutive month, employment fell for

two months in a row, in the backdrop of the fastest acceleration in cost inflation

6, 1$& I8& v B8 k2Q@3LDRIincased by 0.4% on a quarter-on-quarter

basis. Theannualilz* /! 7,21 ,1 7+& B852 >5&! , 1$5&!/'6&% 72 \k\- 1
, 1 L$7vi"~"¥n 35,0!5,/ < %8& 72 6&59, 3%$&6 !1% '22%

Asia: Asian equities underperformed in November amidst a backdrop of

heightened trade uncertainty . Q+ & 327 &17, !/ -ele@idnh toQéiggi@3v 6 5&
trade tensions, particularly with China, weighed on market sentiment. India

benefited from domestic buying amidst concerns over rising inflation and a

depreciating rupee . Indian equities (Nifty 50) fell by 0.3% in November, and further

moderated by 0.7% in December thus far, translating into YTD gains of 10.2% (As

of December 19", 2024). On the contrary, the Shanghai SE Composite Index grew

by 1.4% in November, and further by 1. 3% in December, translating into YTD gain

of 13.3%. Hong Kong equities were the least resilient among its Asian peers,

evidentby a4.4% drop inthe Hang Sengindex, 1 K29v\ *"n 7+28(+ ,7 5&%$29&5&% 62C
of its losses as it grew by 1.7% in December so far, resulting in YTD returns of

15.9%. South Korean equities moderated by 3.9% in November, and further by

0.8% in December thus far, translating into YTD loss of 8.3%. Taiwanese equities

shared a similar fate, demonstrated by a 2. 4% fall in November, but surged by 3.0%

in December thus far, translating into a YTD gain of 27.9%. Following a noteworthy

performance in October, Japanese equity markets contracted in November,

indicated by a 2.2% drop in Nikkei 225 Index, though it rose by 1.6% in December

so far, resulting into a YTD gain of 16.0% (As of December 19™, 2024).

On the macro front, India's manufacturing and services sectors showed strong
growth, though at a slower pace. The Manufacturing PMI dropped to 56.5,
reflecting solid but decelerating expansion in output and new orders, with rising

competition and price pressures. Employment continued to rise, and while input
costs increased, manufacturers remained positive about future demand and new
product launches. Similarly, the Services PMI was revised to 58.4, indicating
continued growth in activity, driven by strong demand and new busi ness, including
a rise in export orders. Employment hit a record high, but cost pressures,
particularly from food and wages, led to higher prices. Despite these challenges,
business confidence improved, with firms optimistic about sustained demand and
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upcoming marketing efforts . Further, the headline inflation eased to 5.5% in
K29v\ An |, %&% #< | vy 1 ' 22% 35, $&6nNn 1+, / & 81&03/ 2
K29&0#&5 ®96k bka- ,1 L$7v\ ¥k

1 Commodity prices show mixed performance: The S&P GSCI Index rose by 0.3%

MoM in November 2024, reflecting a modest improvement in the overall commodity ) )
. . . .. — . increased by 0.3% MoM in

market, primarily led by select hard and agri commodities. Oil prices remained November, posting a
broadly steady, ending the month of November at US$73.2/barrel. The marginal growth for two
performance of precious metals was lacklustre , with gold and silver prices falling consecutive months (As of
by 3.0% and 6.3% MoM respectively. Palladium saw the most significant decline of November 30", 2024).
12.6% MoM, while Platinum prices fell by 5.5% MoM. Industrial metals showed
mixed performa nce, wherein Lead (+3.4% MoM), Nickel (+1.4% MoM), Zinc (+2.6%
MoM) and Iron Ore (+1.0% MoM) experienced gains while Tin (-7.5% MoM),
Aluminium (-0.6% MoM) and Copper (-5.1% MoM) continued to experience
headwinds. Except for Raw Sugar (6.0% MoM), agricultural commodities fared well
as Soyabean (+1.4% MoM), Wheat (+9.0% MoM), Corn (+2.9% MoM) and Cotton
(+4.3% MoM) registered a rise in prices.

The S&P GSCI Index

1 Dollar strength continues to pressure EM currencies : The rupee breached the 85 -
level mark, touching a new historic low of 85.1 against the greenback on Dec 19,
while registering sequential declines (-0.5% MoM in Nov'24 vs -0.3% in Oct'24).
This downward movement was driven by a strengthening dollar index (+5. 0% since
September-end) amid the Fed's hawkish stance and President-elect Trump's tariff
threats, which heightened expectations of increased US capital flows. Despite
these headwinds, the INR maintained its position as one of the most stable
currencies, with the lowest average annualized volatility among peers at 1.5 % for
the third consecutive month, supported by strong domestic fundamentals and RBI
intervention. The currency's sustained overvaluation, as evidenced by the 40-
currency trade -weighted REER of 107.2 (+2% YoY) and NEER of 90.9{0.9% YoY),
has continued for the 17th consecutive month. Meanwhile, the one-year forward
premia edged down marginally (-6 bps) to 2.1%, reflecting expectations of an
imminent Fed rate cut, though remaining below the post-pandemic peak of 5.3%,
amid record high trade deficit of US$37.8 bn and sustained FPI outflows during Oct-
Nov'24.
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Market p erformance across asset classes

Table 37: Performance across equity, fixed income, currency, and commodity markets (As on Nov 30, 2024)
Indicator Name Nov-24 1M ago 3Mago 12M ago 1M (%) 3M (%) 6M (%) 12M (%) YTD (%)
Equity Indices

NIFTY 50 24,131 24,205 25,236 20,133 -0.3 -4.4 7.1 19.9 11.0
NIFTY 500 22,687 22,689 23,735 17,988 -0.0 -4.4 7.5 26.1 16.8
MSCI INDIA 2,889 2,890 3,059 2,306 -0.0 -5.5 6.3 25.3 16.2
India Volatility Index (%) 14 16 13 13 -7.2 7.7 -41.4 13.7 -0.5
MSCIWORLD 3,810 3,647 3,661 3,024 45 4.1 10.6 26.0 20.2
S&P 500 COMPOSITE 6,032 5,705 5,648 4,568 5.7 6.8 14.3 32.1 26.5
DOW JONES INDUSTRIALS 44,911 41,763 41,563 35,951 7.5 8.1 16.1 24.9 19.2
HANG SENG 19,424 20,317 17,989 17,043 -4.4 8.0 7.4 14.0 13.9
FTSE 100 8,287 8,110 8,377 7,454 2.2 -11 0.1 11.2 7.2
NIKKEI 225 38,208 39,081 38,648 33,487 -2.2 -1.1 -0.7 14.1 14.2
Fixed Income

India 10YR Govt Yield (%) 6.75 6.84 6.86 7.28 -9bps -11bps -23bps -53bps -43bps
India 5YR Govt Yield (%) 6.71 6.77 6.77 7.29 -7bps -7bps -35bps -58bps -36bps
India 1YR Govt Yield (%) 6.72 6.61 6.74 7.23 10bps -3bps -22bps -51bps -40bps
India 3Month T -Bill Yield (%) 6.65 6.69 6.82 7.18 -4bps -17bps -42bps -52bps -43bps
US 10YR Govt Yield (%) 4.19 4.28 3.92 4.34 -9bps 28bps -29bps -15bps 33bps
Germany 10YR Govt Yield (%) 2.09 2.39 2.29 2.45 -30bps -20bps -56bps -36bps 6bps
China 10YR Govt Yield (%) 2.05 2.15 2.18 2.69 -9bps -13bps -27bps -63bps -53bps
Japan 10YR Govt Yield (%) 1.05 0.95 0.89 0.67 10bps 16bps -3bps 38bps 42bps
Currency

USD/INR 84.5 84.1 83.9 83.4 0.5 0.7 1.2 13 15
EUR/USD 1.1 1.1 11 1.1 -2.7 -4.6 -2.7 -3.2 -4.4
GBP/USD 1.3 1.3 1.3 1.3 -11 -3.3 -0.2 0.4 -0.3
USD/YEN 150.2 152.3 145.6 147.8 -1.4 3.1 -4.4 1.6 6.5
USD/CHF 1.1 1.2 1.2 1.2 -1.9 -3.7 2.4 -1.3 -4.5
USD/CNY 7.2 7.1 7.1 7.1 1.6 2.0 -0.2 14 2.0
Commodities

Brent Crude Oil (US$/bbl) 73.2 73.2 78.9 80.7 0.0 -7.2 -10.5 -9.3 -5.8
LME Aluminium (US$/MT) 2,576.7 2,591.6 2,423.7 2,155.8 -0.6 6.3 -1.2 19.5 9.9
LME Copper (US$/MT) 8,891.9 9,373.6 9,118.1 8,387.5 -5.1 -25 -10.3 6.0 5.1
LME Lead (US$/MT) 2,047.6 1,979.5 2,021.3 2,092.2 34 13 -7.6 -2.1 0.7
LME Nickel (US$/MT) 15,671.3 15,452.6 16,538.7 16,438.0 14 -5.3 -19.5 -4.7 -4.3
LME Tin (US$/MT) 28,695.2 31,012.0 32,506.0 22,984.0 -7.5 -11.7 -12.5 24.9 14.0
LME Zinc (US$/MT) 3,108.7 3,031.2 2,846.7 2,466.8 2.6 9.2 6.7 26.0 17.8
SHC Iron Ore Spot (US$/MT) 106.0 105.0 102.5 132.5 1.0 3.4 -94 -20.0 -25.6
Gold Spot Price (US$/troy ounce) 2,659.5 2,740.8 2,505.3 2,037.8 -3.0 6.2 141 30.5 28.8
Silver Spot Price (US$/troy ounce) 30.6 32.7 28.9 25.3 -6.3 6.1 0.8 21.2 28.8
Platinum Spot Price (US$/ounce) 940.0 995.0 940.0 937.0 -55 0.0 -10.3 0.3 -6.6
Palladium Spot Price (US$/ounce) 983.0 1,125.0 980.0 1,025.0 -12.6 0.3 3.6 -4.1 -12.2
Soyabeans (US$/bushel) 9.6 9.5 9.7 13.0 14 -0.4 -18.4 -26.1 -24.1
Corn (c/Ib) 423.3 411.3 378.5 460.5 2.9 11.8 -5.1 -8.1 -10.1
Wheat (US$/bushel) 55 51 4.7 5.9 9.0 18.1 -17.8 -6.3 -13.0
Cotton (US$/Ib) 0.7 0.7 0.7 0.8 4.3 4.0 -6.2 -11.9 -13.5
Raw Sugar (c/lb) 20.0 21.3 19.3 25.1 -6.0 37 8.9 -20.3 23

Source: LSEG Workspace Cogencis, NSE EPR
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Table 38: Performance (total returns) across global asset classes (As on November 30 "', 2024)
Asset performance (Ranked by % change each year)

2024TD

Bitcoin Bitcoin Bitcoin Bitcoin Bitcoin Bitcoin WTI Crude Bitcoin Bitcoin
34.2 122.7 1,394.5 94.1 304.5 59.4 6.7 153.5 66.9
Nifty 500 WTI Crude MSCIEM $ Nasdaq 100 Nasdaqg 100 Nasdaqg 100 WTI Crude Nasdaq 100 Gold
39.3 45.0 37.8 0.0 39.5 48.9 55.8 55.1 32.7
Nasdaq 100 FTSE100 Nifty 500 Gold WTI Crude Gold Nifty 500 FTSE100 Nifty 500 S&P500
9.8 19.1 37.7 -1.7 35.3 24.8 31.6 4.7 26.9 21.0
Nasdaq 100 DJIA Nasdaq 100 Nifty 500 S&P500 Russell 1000 S&P500 Nifty 500 Russell 1000 | Russell 1000
19.4 16.5 33.0 -2.1 315 21.0 28.7 4.3 26.5 20.3
S&P500 S&P500 Russell 1000 DJIA Russell 1000 [ MSCIEM $ Nasdaq 100 Gold S&P500 Nasdaq 100
13.7 1.4 121 -3.5 31.4 18.7 27.5 -0.4 26.3 19.0
Russell 1000 | Russell 1000 S&P500 DJIA S&P500 MSCI World S&P500 Russell 1000 DJIA MSCI World Nifty 500
13.2 0.9 12.0 28.1 -4.4 28.4 18.4 26.5 -6.9 24.4 17.8
DJIA Nifty 500 MSCIEM $ MSCI World | Russell 1000 Nifty 500 MSCI World
10.0 0.2 11.6 23.1 -4.8 16.9
DJIA Gold S&P500 MSCI World MSCI World
0.2 9.0 21.8 -8.2 25.3 16.5
MSCI World MSCI World MSCI World | Russell 1000 FTSE100 MSCI World MSCI World DJIA DJIA
5.5 -0.3 8.2 21.7 -8.7 22.4 -17.7 16.2 12.5
FTSE100 FTSE100 Nasdaq 100 Gold MSCI EM $ DJIA S&P500 Gold MSCI EM $
0.7 -1.3 7.3 12.6 21.0 -18.1 13.8 12.2
Nifty 500 WTI Crude MSCI EM $ FTSE100 Russell 1000 | MSCIEM $
-1.8 5.1 12.5 -14.2 - 9.7 18.4 -19.1 10.3
MSCIEM $ Gold FTSE100 FTSE100 MSCI EM $ FTSE100
WTI Crude MSCI EM $ WTI Crude FTSE100 MSCI EM $ Nasdaq 100 FTSE100
-45.9 -14.6 -11.6 -2.2 -32.4 8.3
Bitcoin WTI Crude Bitcoin Nifty 500 WTI Crude Gold Bitcoin WTI Crude WTI Crude
-56.2 -30.5 -74.2 9.0 -21.0 -4.0 -64.1 -10.4 -3.2

Source: LSEGWorkspace, NSE EPR. Note: Returns for equity indices are based on total return index values except for Shanghai SE Composite Index.
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Table 39: Performance across NSE equity indices (As on  November 30 ', 2024)
PR Index Returns (%)

Index Name

TR Index Returns (%)

Nifty 50

Nifty Next 50

Nifty 100

Nifty 200

Nifty 500

Nifty Midcap 50

Nifty Midcap 100

Nifty Midcap 150

Nifty Midcap Select
Nifty Smallcap 50
Nifty Smallcap 100
Nifty Smallcap 250
Nifty LargeMidcap 250
Nifty MidSmallcap 400
Nifty500 Multicap 50:25:25
Nifty Microcap 250
Nifty Total Market

Nifty India Consumption

Nifty MidSmall India Consumption
Nifty Non-Cyclical Consumer
Nifty India Manufacturing
Nifty Infrastructure

Nifty Services Sector

Nifty Commodities

Nifty CPSE

Nifty PSE

Nifty Energy

Nifty MNC

Nifty India Digital

Nifty India Defence

Nifty Mobility

Nifty100 Liquid 15

Nifty Midcap Liquid 15

Nifty Aditya Birla Group

Nifty Mahindra Group

Nifty Tata Group

Nifty Tata Group 25% Cap
Nifty Shariah 25

Nifty50 Shariah

Nifty500 Shariah

Nifty SME EMERGE
Nifty100 ESG

Nifty100 Enhanced ESG
Niftyl00 ESG Sector Leaders

3M 1y 3Y 3M 1y 3Y
-0.3 -4.4 19.9 12.4 14.9 -0.3 -4.2 21.3 13.8 16.2
1.2 -6.1 47.3 19.2 19.9 1.2 -6.0 48.2 20.2 20.9
0.0 -4.6 24.0 13.2 155 0.0 -4.5 25.3 145 16.8
0.1 -4.7 25.2 14.7 17.0 0.1 -4.5 26.4 15.9 18.2
0.0 -4.4 26.1 15.7 18.3 0.1 -4.3 27.3 16.9 19.5
1.0 -5.5 28.7 24.2 27.2 11 -5.5 29.3 25.3 28.4
0.5 -4.9 314 23.9 26.8 0.6 -4.8 32.1 24.8 27.8
0.1 -4.7 31.0 23.0 27.0 0.2 -4.5 31.7 23.9 28.0
2.2 -4.1 30.3 20.0 23.6 2.3 -4.0 31.2 20.9 24.6
0.0 -2.0 37.4 21.0 26.3 0.1 -1.8 38.5 22.0 27.5
0.3 -3.4 31.6 20.5 26.3 0.4 -3.2 32.6 215 27.4
-0.2 -2.5 33.7 23.8 29.7 -0.1 -2.4 34.5 24.8 30.8
0.1 -4.6 27.5 18.2 21.3 0.1 -4.5 28.5 19.2 224
0.0 -3.9 32.0 23.4 27.9 0.1 -3.8 32.7 24.3 29.0
0.0 -4.1 28.2 18.4 22.0 0.0 -4.0 29.3 195 23.2
11 0.0 40.4 36.7 42.7 11 0.1 41.0 37.5 43.8
0.0 -4.3 26.6 16.3 18.8 0.1 -4.1 27.8 17.5 20.0
Thematcindices
-0.3 -5.2 27.4 17.8 18.0 -0.2 -5.1 28.6 19.0 19.4
13 -0.6 35.9 19.9 25.2 14 -0.5 36.6 205 26.1
0.3 -5.8 26.8 16.4 18.4 0.5 -5.6 28.0 175 195
-0.8 -7.1 36.8 22.9 24.4 -0.8 -7.1 37.5 23.9 25.7
-1.0 -7.3 32.6 20.8 21.3 -0.9 -7.2 33.7 22.0 22.9
13 -0.3 24.9 10.0 134 14 -0.1 26.4 11.4 14.6
-4.0 -10.0 24.5 16.5 20.0 -4.0 -9.9 254 17.9 217
-1.1 -11.8 53.8 425 27.4 -0.8 -11.4 57.4 46.6 317
-0.5 -11.9 49.3 38.4 25.4 -0.2 -11.6 52.0 42.0 29.4
-4.6 -14.3 28.0 18.0 18.2 -4.5 -14.1 29.6 19.8 20.7
-1.3 -6.9 27.3 15.9 15.9 -11 -6.7 28.5 17.3 17.4
6.3 -0.4 39.3 12.5 24.7 6.4 -0.1 40.6 13.8 26.3
5.7 -3.2 83.9 68.8 53.1 5.7 -3.1 85.1 70.6 55.0
-1.2 -10.4 38.2 28.1 24.2 -1.2 -10.4 39.0 29.1 254
-2.0 -8.3 17.0 14.2 10.7 -1.9 -8.3 17.9 153 11.8
3.2 -0.8 38.7 25.7 28.4 3.3 -0.7 39.8 27.0 29.6
-0.8 -7.7 20.1 13.6 20.7 -0.8 -7.7 20.6 14.2 21.3
7.2 2.8 54.7 27.9 28.1 7.2 3.1 55.9 29.5 30.1
2.3 -8.9 23.2 134 23.1 2.3 -8.8 245 14.6 24.6
0.3 -10.1 27.0 17.4 28.5 0.3 -10.0 28.0 185 29.7
-0.3 -7.4 23.7 11.3 14.7 -0.1 -7.2 25.5 13.0 16.5
-1.0 -8.8 191 7.1 15.9 -0.9 -8.6 21.0 8.9 17.8
-0.8 -7.0 26.7 13.1 20.6 -0.7 -6.8 28.1 14.4 22.2
-1.2 0.8 54.3 68.0 64.6 -1.2 0.9 54.4 68.3 64.9
-0.1 -5.8 23.1 11.2 16.4 0.0 -5.6 24.3 12.4 17.7
-0.1 -5.8 23.0 11.2 16.3 0.0 -5.6 24.2 12.4 17.7
0.0 -4.5 22.3 115 15.2 0.1 -4.3 235 12.7 16.5
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PR Index Returns (%)

Index Name

Nifty Alpha 50 -0.1 -6.9 43.5 20.3 34.5 0.0 -6.8 44.4 21.2 35.4

Nifty100 Alpha 30 -0.4 -10.7 41.9 15.0 21.0 -0.3 -10.7 43.1 16.2 22.2
Nifty Alpha Low-Volatility 30 -24 -8.3 29.5 18.0 18.4 -24 -8.3 30.7 19.3 19.8
Nifty Alpha Quality Low - Volatility 30 -04 -7.3 31.6 17.7 194 -0.3 -7.1 33.2 194 21.1
Nifty Alpha Quality Value Low-Volatility 30 -0.4 -7.3 34.9 25.3 23.5 -0.2 -7.1 37.0 27.4 25.8
Nifty200 Alpha 30 0.4 -10.5 38.7 23.2 28.2 0.5 -104 39.9 245 29.4
Nifty Dividend Opportunities 50 0.5 -6.3 31.9 21.8 20.6 0.7 -5.9 345 245 235
Nifty Growth Sectors 15 1.9 -6.2 17.0 16.2 13.2 2.0 -5.9 19.3 18.2 14.9
Nifty High Beta 50 -0.3 -10.5 23.0 22.2 21.4 -0.2 -10.3 24.0 23.3 225
Nifty Low Volatility 50 -1.4 -6.3 23.6 15.3 17.9 -1.3 -6.2 24.8 16.7 19.5
Nifty100 Low Volatility 30 -1.9 -6.4 21.6 14.4 16.8 -1.8 -6.3 23.0 16.0 18.7
Nifty100 Quality 30 -0.2 -6.4 223 14.7 16.1 -0.1 -6.1 23.9 16.3 17.8
Nifty Quality Low-Volatility 30 -1.5 -7.8 18.0 12.6 15.3 -1.4 -7.6 19.5 14.2 17.0
Nifty200 Quality 30 -0.2 -6.8 23.7 13.7 16.8 0.0 -6.5 25.6 155 18.8
Nifty50 Equal Weight -24 -7.9 20.8 16.6 19.2 -24 -7.8 221 18.0 20.9
Nifty100 Equal Weight -0.9 -7.1 31.0 16.9 19.0 -0.9 -6.9 32.0 18.1 20.3
Nifty50 Value 20 0.5 -4.6 27.6 16.7 20.3 0.6 -4.2 30.1 19.1 23.0
Nifty500 Value 50 -0.8 -7.6 42.7 34.5 31.3 -0.6 -7.4 445 37.2 34.1
Nifty Midcap150 Quality 50 -0.4 -3.9 26.2 12.0 18.8 -0.3 -3.7 27.2 13.0 20.0
Nifty200 Momentum 30 -0.8 -7.7 36.7 19.8 24.9 -0.7 -7.6 38.1 21.0 26.1
Nifty Midcap150 Momentum 50 1.2 -4.0 39.3 275 34.7 1.2 -3.9 40.0 28.3 35.6
SSecorindees
Nifty Auto -0.6 -10.7 33.1 30.1 23.7 -0.6 -10.7 34.2 31.3 24.9
Nifty Bank 11 1.4 17.0 13.4 10.3 1.1 1.4 18.1 14.4 10.9
Nifty Private Bank 0.4 -1.4 9.5 11.6 7.5 0.4 -1.4 10.3 12.4 8.0
Nifty PSU Bank 13 -2.5 35.2 38.6 20.6 13 -2.5 36.1 40.3 21.6
Nifty Financial Services 0.5 1.6 19.7 11.0 11.1 0.6 1.6 20.9 12.1 11.9
Nifty Financial Services Ex-Bank -2.4 -5.6 16.7 12.2 12.9 -2.3 -5.4 17.7 13.2 13.9
Nifty Financial Services 25/50 -0.8 -2.4 21.1 13.9 13.2 -0.7 -2.3 22.4 15.0 14.1
Nifty MidSmall Financial Services 0.2 15 26.6 24.0 16.1 0.2 1.6 27.5 25.3 17.3
Nifty FMCG -2.1 -8.1 9.3 15.7 13.3 -1.9 -7.8 114 17.8 15.3
Nifty IT 6.8 0.8 324 7.2 235 6.8 14 35.0 9.3 25.9
Nifty MidSmall IT & Telecom 4.4 -6.6 23.3 15.3 37.7 4.4 -6.5 24.0 16.3 39.2
Nifty Media -11 -5.1 -13.1 -2.8 17 -0.8 -4.8 -12.6 -2.2 24
Nifty Metal -3.1 -4.0 28.7 20.2 28.0 -3.1 -3.8 29.5 21.9 30.0
Nifty Pharma -2.2 -4.2 37.0 17.6 221 -2.2 -4.2 37.9 185 23.0
Nifty Realty 21 -3.2 43.0 27.9 29.3 21 -3.1 433 28.3 29.8
Nifty Consumer Durables 2.4 -2.8 36.5 12.4 20.3 25 -2.7 37.0 12.9 20.8
Nifty Oil & Gas -21 -17.5 31.0 145 159 -21 -17.4 32.0 15.8 17.9
Nifty Healthcare Index -21 -2.6 37.3 171 234 -21 -2.6 38.1 18.0 243
Nifty MidSmall Healthcare -1.6 1.6 44.2 20.5 26.1 -1.5 1.6 44.8 211 27.0
Nifty Transportation & Logistics -0.2 -9.3 37.3 29.2 25.8 -0.1 -9.3 38.1 30.2 27.0
Nifty Housing -1.6 -4.0 23.6 14.7 184 -1.6 -4.0 24.5 15.8 19.6

Source: NSE Indices, NSE EPR
Note: Returns for the period up to one year are absolute returns. Returns for a period greater than one year are CAGR returns.
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Table 40: Performance across NSE sector indices based on Price Return Index (As_on November 30, 2024)

Indicator Name 1M ago 3M ago 12M ago 1M (%) 3M (%) 6M (%) 12M (%) YTD (%)

Sector indices

Auto 23,369 23,515 26,173 17,552 -0.6 -10.7 -0.2 33.1 25.5
Bank 52,056 51,475 51,351 44,482 11 14 6.3 17.0 7.8
Energy 37,482 39,302 43,757 29,295 -4.6 -14.3 -6.9 28.0 12.0
FMCG 57,944 59,203 63,060 53,014 -2.1 -8.1 7.1 9.3 1.7
IT 43,146 40,408 42,788 32,582 6.8 0.8 33.2 32.4 215
Infrastructure 8,734 8,823 9,426 6,586 -1.0 -7.3 0.8 32.6 19.6
Media 1,997 2,019 2,105 2,297 -11 -5.1 6.8 -13.1 -16.4
Metals 9,034 9,327 9,405 7,017 -3.1 -4.0 -7.1 28.7 13.2
Pharma 22,240 22,736 23,218 16,239 -2.2 -4.2 18.3 37.0 32.1
Real Estate 1,020 1,000 1,053 714 2.1 -3.2 0.1 43.0 30.3
Thematic Indices

CNX PSE 10,121 10,175 11,494 6,779 -05 -11.9 -3.7 49.3 28.9
CNX Consumption 11,447 11,481 12,078 8,987 -0.3 -5.2 9.3 27.4 19.5
CNX Services 31,965 31,547 32,057 25,596 1.3 -0.3 13.4 24.9 155

Source: Cogencis, NSE EPR
Figure 134: Nifty 50 and Nifty 50 USD since inception

Movement in Nifty50 and Nifty50 USD since inception
Rebased to 1000 on November 3rd , 1995
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Source: Nifty Indices, NSE EPR.

The Nifty 50 Index was launched on April 22", 1996, with a rebasing on November 3,
1995. Since the rebasing date, Nifty 50 has risen nearly 25x (As of November 30", 2024),
translating into an annualized return of 12.2% over the last 29 years. During the same
period, the Nifty50 Index in USD terms increased by more than 10x, with an annualized

gain of about 8.8%. In the last 25 years, the Nifty50 USD Index has generated an

annualized return of 9. 2%, higher than 6.0% and 8.2% recorded by S&P500 and NASDAQ
respectively.
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Figure 135: Annualised return of major indices across different time periods  (As of November 30 ™, 2024)
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Source: Nifty Indices, LSEGWorkspace, NSE EPR.

Figure 136: NIFTY sector performance in November 2024
Rebased to 0 on November 1%, 2024
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Figure 137: NIFTY sector performance in 2024 till date

Rebased to 0 onJanuary 1%, 2024
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Market growth _and concentration

Market cap to GDP at 20+ year high levels: After registering the steepest monthly drop
since the pandemic, the market capitalization of NSE listed companies remained broadly
steady in November but fell by a modest 0.1% in USD terms. That said, it is still up 15.4%
and 13.9% in the first eight months of the fiscal in rupee and dollar terms, translating into
a 20-year CAGRof 18.7% and 14.9% respectively. The market cap to GDP ratio,
calculated based on three -month rolling market capitalization and available nominal GDP
for the latest four quarters, remained high at 147% as of the end of November 2024 .

Figure 138: Market cap to GDP ratio trend (NSE listed companies)
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Source: CMIE Economic Outlook, NSE EPR# As of November 30™, 2024. * Based on average market cap over the last three months of the period and actual nominal
GDP for thelast four quarters.

Share of Nifty50 Index drops to record low levels in November 2024 : The share of
Nifty50 Index in NSE listed companies fell by 57bps MoM to 42.2% as of K2 9y \ #
translating into a decline of 3.4pp in the fiscal thus far. This is the lowest share of top 50
companies in terms of market capitalization in the NSE listed universe . A marginal
increase last month was on account of the outperformance of large-cap companies. While
a large part of the drop in Nifty50 share in total market capitalization over the last two
decades is a consequence of an increase in the number of listed companies on the
exchange, from 422 in FY96 to 2,643 as of November 2024, the relative outperformance
of mid and small -cap companies over the last decade has also contributed in a meaningful
manner. For instance, the Nifty Midcap 150 and Nifty Smallcap 250 have generated
annualized returns of 17.8% and 15.7 % as compared to 10.9% for the Nifty50 Index in
the last 10 years ending November 2024.
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Table 41: Index -wise distribution of total market cap of NSE listed companies (Rs lakh crore)

Nl AN - Mldigg Smallcap’\zhg())/ Microcap'\gg())/
Mar-11 36.7 7.6 8.4 3.9 15 9.0 67.0
Mar-12 35.2 7.4 8.0 3.7 1.3 5.4 61.0
Mar-13 37.5 7.5 8.6 3.5 1.2 4.2 62.4
Mar-14 45.3 9.6 9.3 4.0 1.3 3.3 72.8
Mar-15 56.9 14.0 14.1 6.3 2.3 5.6 99.3
Mar-16 52.8 13.2 12.7 5.8 2.4 6.2 93.1
Mar-17 64.6 19.1 18.5 9.0 3.1 5.4 119.8
Mar-18 72.3 20.3 215 10.2 4.0 121 1404
Mar-19 84.3 22.2 23.3 10.8 3.3 5.4 149.3
Mar-20 66.2 17.4 16.7 6.4 1.7 4.1 112.4
Mar-21 114.6 30.2 34.0 14.3 4.1 5.8 203.0
Mar-22 138.3 39.9 45.3 21.0 7.1 10.2 261.8
Mar-23 136.2 39.4 43.1 21.6 7.3 8.7 256.3
Mar-24 179.1 69.1 68.4 36.6 13.2 17.8 384.2
Nov-24 191.5 76.0 82.7 44.5 17.2 31.2 443.2
Oct growth (% MoM) -0.9 0.7 -0.3 -1.3 0.7 134 0.4
FY25TD* growth (%) 6.9 9.9 20.9 21.7 30.6 75.5 15.4
CAGR (FY14FY24TD) 145 21.4 22.8 25.4 27.3 235 18.5

Source: Nifty Indices, NSE EPR* As of November 30", 2024.

Figure 139: Index -wise distribution of total market  cap of NSE listed companies (Rs lakh crore)
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Figure 140: Index -wise share in total market cap of NSE listed companies
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Source: Nifty Indices, NSE EPR.

Index -wise HHIs have fallen steadily since the pandemic: To assess market
concentration, we calculate the Herfindahl -Hirschman Index (HHI) based on the market
capitalization of NSE-listed companies as well as major equity indices over the past two
decades. After a steady decline from 2010 to 2018, the HHI for th e total market saw a
sharp increase in 2019, reaching an 11 -year high of 173 in March 2020, following the
onset of the pandemic. However, it has been on a downward trend since then. As of
November 2024, the market capitalizati on-based HHI for NSE-listed companies has
fallen to a 22 -year low of 81, partly reflecting the outperformance of smaller companies
in recent years, which signals a greater degree of market fragmentation 3.

Looking at major indices, which include the top 750 stocks, the Nifty 50 expectedly has
the highest HHI at 376 as of October 31, 2024, that has risen for the second month in a
row but is much lower than 476 as of March 2009. This is followed by the Nifty Next 50

with an HHI of 2 64, inching up marginally from the previous month . The HHIs of the Nifty
Midcap 150, Nifty Smallcap 250, and Nifty Microcap 250 have also been steadily

decreasing since the pandemic, currently ranging between 50 and 80. Overall, the

analysis indicates that while the market remains fragmented, this fragme ntation has
intensified over the past few years, driven by stronger performance from mid, smal I, and
microcap companies.

% HHI value ranges from 0 to 10,000. An HHI near 0 indicates a highly fragmented market with many firms holding small market sh ares (i.e., very low concentration). An
HHI near 10,000 indicates a monopoly or a market dominated by a single firm (i.e., very hi gh concentration). HHI value interpretation: HHI below 1,500 is considered

low and implies a competitive, diversified and fragmented market; HHI between 1,500 and 2,500 is considered moderate, indicat

ing some degree of competition but

with a few firms hold ing a significant share; HHI above 2,500 is considered high, and reflects a highly concentrated market, with fewer firms dominating the market.
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Figure 141: Index -wise share in total market cap of NSE listed companies
HHI of market capitalisation across different indices
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Source: Nifty Indices, NSE EPR.

Decile -wise distribution of total market cap: We also examine the distribution of the
total market capitalization of NSE -listed companies across deciles. The analysis reveals
that the share of the top decile (the top 10% by market capitalization) reached a record
high of 86.8% in FY20, as the pandemic-induced risk-off environment led investors to
seek refuge in large-cap stocks. In fact, by March 2020, the top two deciles together
accounted for more than 95% of the total market capitalization. However, sinc e then, the
share of the top decile has steadily declined, aligning with the downward trend in the HHI
for the market capitalization of NSE -listed companies. By March 2024, the top decile's
share had decreased to 81.8%, and by November 30", 2024, it had further fallen by
approximately 1 44bps to 80.4%i the lowest since March 2018 . Notably, the share of the
bottom five deciles in total market capitalization stood at 1.1% as of November 30",
2024 i more than double the all -time low of 0.5% recorded during the p andemic year
(FY20).
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Table 42: Decile -wise distribution of total market cap of NSE listed companies (Rs lakh crore)

Decilel Decile2 Decile3 Decile4 Decile5 Decile6 Decile7 Decile8 Decile9 Decilel0

Mar-04 9.3 1.0 0.4 0.2 0.1 0.1 0.0 0.0 0.0 0.0 11.2
Mar-05 125 1.6 0.8 0.4 0.3 0.2 0.1 0.1 0.0 0.0 15.9
Mar-06 21.6 3.1 1.4 0.8 0.5 0.3 0.2 0.1 0.1 0.0 28.1
Mar-07 26.6 34 1.6 0.9 0.5 0.3 0.2 0.1 0.1 0.0 33.7
Mar-08 39.2 4.6 2.2 1.2 0.6 0.3 0.2 0.1 0.1 0.0 48.6
Mar-09 24.8 2.2 0.9 0.5 0.2 0.1 0.1 0.1 0.0 0.0 29.0
Mar-10 49.1 5.7 2.5 1.3 0.7 0.4 0.2 0.1 0.1 0.0 60.1
Mar-11 55.7 5.9 2.7 1.3 0.7 0.4 0.2 0.1 0.1 0.0 67.0
Mar-12 51.1 55 2.3 1.0 0.5 0.3 0.2 0.1 0.0 0.0 61.0
Mar-13 53.2 5.3 2.0 0.9 0.4 0.3 0.1 0.1 0.0 0.0 62.4
Mar-14 62.3 6.0 2.3 1.0 0.5 0.3 0.1 0.1 0.0 0.0 72.8
Mar-15 82.0 9.7 4.0 1.8 0.9 0.5 0.2 0.1 0.1 0.0 99.3
Mar-16 76.3 9.2 3.7 1.8 1.0 0.5 0.3 0.2 0.1 0.0 93.1
Mar-17 95.7 12.9 55 2.7 14 0.8 0.4 0.2 0.1 0.0 119.8
Mar-18 111.7 15.9 6.3 3.2 1.7 0.9 0.4 0.2 0.1 0.0 140.4
Mar-19 124.2 14.8 55 2.6 1.2 0.6 0.3 0.1 0.1 0.0 149.3
Mar-20 97.6 9.6 3.0 1.2 0.6 0.3 0.1 0.1 0.0 0.0 112.4
Mar-21 170.2 19.8 7.0 3.0 15 0.7 0.3 0.2 0.1 0.0 203.0
Mar-22 214.6 27.1 10.3 4.7 2.5 1.4 0.7 0.3 0.2 0.0 261.8
Mar-23 212.2 25.1 9.7 4.5 2.4 1.2 0.6 0.3 0.2 0.0 256.3
Mar-24 314.4 38.8 16.1 7.3 39 2.0 1.0 0.5 0.3 0.1 384.2
Nov-24 356.2 48.4 19.9 9.2 4.7 2.4 1.2 0.6 0.3 0.1 443.2
% MoM 0.3 -0.1 1.7 3.2 2.5 1.2 0.2 0.4 0.8 0.4 0.4
Chg. in
FYESTD (%) 13.3 24.9 24.1 26.8 21.2 19.2 20.5 27.8 29.7 36.6 15.4
CAGR 17.8 21.6 22.4 22.6 22.8 22.2 21.8 21.8 23.4 22.8 185
(FYO04-, %)

Source: NSE EPR.

Figure 142: Decile -wise distribution of total market cap of NSE listed companies
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Figure 143: Decile -wise share of total market cap of NSE listed companies
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Nifty50 performance attribution analysis

Indian equities remained volatile in November : After witnessing a sharp sell-off in
October, Indian equities continued the trend in the first half of November, translating into
a total drop of 10.9% from the September -peak. The trend, however, reversed partly in
the second half, with the Nifty50 ending the month with a modest decline of 0. 3%.
Stretched valuations, weak second quarter corporate earnings, continued sell -off by
foreign investors and uncertainty around assembly elections (Maharashtra and
Jharkhand) kept investor sentiments jittery. On the global front, persistent geopolitical
tensions, and policy uncertainty in the US added to the caution. After record -high selling
in October, FPIs sold a further US$2.6bn in November, translating into total net outflows

of US$13.8bn during October-November, only to turn buyers in December (net inflows of
US$2.7bn in December till date, as of December 19", 2024). Dlls, however, fully
compensated for the FPI outflows, investing a net amount of US$18bn (Rs 1.52 lakh
crore) during October-November, and continued the buying spree in December, albeit
with a reduced extent. In fact, December marked the 17" consecutive month of net
positive investments by Dlls, translating into net inflows of Rs 4.0 lakh crore in the fiscal
year thus far (As of December 19™, 2024).

The benchmark Nifty50 Index ended the month of November 0.3% lower and further by
0.7% in December thus far (As of December 19", 2024), translating into total return of
10.2% in 2024 till date . While the Nifty Mid-cap 50 Index generated a modest increase of
1% in November, rising further by 4.0% in December thus far, the Nifty Small-cap 50
Index ended the month of November flat , only to rise by 2.2% in December thus far.
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Sector-wise, the performance was mixed with all sectors, barring IT, Financials and
Communication Services, ending the month in the red, with all sectors ending in the red
last month, led by commodity sectors such as Energy and Materials.

Figure 144: Sector -wise contribution to Nifty 50 price return in November 2024

Contribution to Nifty50 Index percentage change (November 2024)

M Increase M Decrease ™ Total
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Source: LSEGWorkspace, CMIE Prowess, NSHndices, NSE EPR
Figure 145: Sector -wise contribution to absolute Nifty 50 Index change (points) in November 2024
Contribution to absolute Nifty50 Index change (November 2024)
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Source: LSEGWorkspace, CMIE Prowess, NSHndices, NSE EPR
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Figure 146: Sector -wise contribution to Nifty 50 price return in 2024 till date (Jan-Novv \)~"
Contribution to Nifty50 Index percentage change (YTD)
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Figure 147: Sector -wise contribution to Nifty 50 Index change (points) in 2024 till date (Jan -Novv \)~
Contribution to absolute Nifty50 Index change (YTD)
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Source: LSEGWorkspace, CMIE Prowess, NSHndices, NSE EPR

Figure 148: Sector -wise contribution to Nifty 50 price return in last one year ( Decv \-K2 9 y\ ~

Contribution to Nifty50 Index percentage change (One  -year)
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Source: LSEGWorkspace, CMIE Prowess, NSHndices, NSE EPR
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Figure 149: Sector-wise contribution to Nifty 50 Index change (points) in last one year ( Decv \-Novv \)~"

Contribution to absolute Nifty50 Index change (One  -year)
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Figure 150: Nifty 50 Index monthly movement across sectors over  the last 12 months
Index points NIFTY 50 index movement across sectors
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Figure 151: Nifty 50 Index monthly return across sectors over  the last 12 months
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Figure 152: Sector -wise Nifty50 Index attribution (200  4-)
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A strong outperformance of Information Technology and Financials in the month gone by
resulted in their weights in the Nifty 50 Index rising by 83bps and 28bps MoM to 11-
month and three -month high of 13.8% and 34.5% respectively. This came at the expense
of a decline in weights of Energy, Materials, and Consumer Staples. In fact, the weight of
the Energy sector at 10.4% as of November-end was the lowest in the last 92 months. In

the last 12 months, the relative outperformance of Consumer Discretionary,
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Communication Services and Industrials led to their weights in the Nifty 50 Index rising
177-month high of 4.0%, and 6.4%
respectively. This increase in weight came at the expense of a significant drop of 121 bps,
91bps, 85bps and 73bps in Consumer Staples, Energy, Materials and Financialsto 8%,
10.4%, 6% and 34.5% respectively as of November-end. Interestingly, Financials weight
is now 7.5pp lower than the peak weight of 42% in December 2019.

by 180bps, 113bps and 52bps to 10.1%,

Figure 153: Nifty 50 sector weightage ( November 202 3) Figure 154: Nifty 50 sector weightage (  November 2024)
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Figure 155: Sector weights in the Nifty 50 Index (2003
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Table 43: Top five Nifty 50 Index gainers in  November 2024

Security name Security symbol Return (%) c:)nn(:ﬁ)t;:fi)or:tg)/:; contribdzgﬁx(::i?]rt]s%e
H D F C Bank Ltd. HDFCBANK 35 0.4 104
Infosys Ltd. INFY 5.7 0.3 81
Tata Consultancy Services Ltd. TCS 7.6 0.3 70
Mahindra & Mahindra Ltd. M&M 8.7 0.2 47
Larsen & Toubro Ltd. LT 2.8 0.1 28
Total 14 330
Nifty 50 Index NIFTY 50 -0.3 -0.3 -74

Source: LSEGWorkspace, CMIE Prowess, NSE EPR

Table 44: Top five Nifty 50 Index gainersin  Jan-Nov 2024

Security name Security symbol Return (%) clonntifi)k;:fi);r?t(%/g contriblz:gﬁx(:(:‘ii?s%e
1 CIC I Bank Ltd. ICICIBANK 3.5 2.0 442
Bharti Airtel Ltd. BHARTIARTL 5.7 1.7 374
Trent Ltd. TRENT 7.6 15 336
Bharat Electronics Ltd. BEL 8.7 11 245
Mahindra & Mahindra Ltd. M&M 2.8 1.1 235
Total 7.5 1,632
Nifty 50 Index NIFTY 50 11.0 11.0 2,400

Source: LSEGWorkspace, CMIE Prowess, NSE EPR

Table 45: Top five Nifty 50 Index losers in  November 2024

Security name Security symbol Return (%) c:)nntiﬁ)k;:ﬁgr?t;/:)g Comribdzgﬁx(:;ige
Reliance Industries Ltd. RELIANCE -3.0 -0.2 -59
N TP C Ltd. NTPC -10.9 -0.2 -47
Asian Paints Ltd. ASIANPAINT -15.5 -0.2 -45
Adani Ports & Special Economic Zone Ltd. ADANIPORTS -13.5 -0.1 -30
Adani Enterprises Ltd. ADANIENT -16.4 -0.1 -26
Total -0.9 -207
Nifty 50 Index NIFTY 50 -0.3 -0.3 -74

Source: LSEGWorkspace, CMIE Prowess, NSE EPR

Table 46: Top five Nifty 50 Index losers in Jan -Nov 2024

Security name Security symbol Return (%) C:)nnc:ﬁz:ﬁc:stgyror)‘ contriblrigﬁx(:c?ii?s%e
Asian Paints Ltd. ASIANPAINT -3.0 -0.5 -100
Indusind Bank Ltd. INDUSINDBK -10.9 -04 -95
Kotak Mahindra Bank Ltd. KOTAKBANK -15.5 -0.3 -64
Bajaj Finance Ltd. BAJFINANCE -13.5 -0.3 -57
Titan Company Ltd. TITAN -16.4 -0.2 -50
Total -1.7 -366
Nifty 50 Index NIFTY 50 11.0 11.0 2,400

Source: LSEGWorkspace, CMIE Prowess, NSE EPR
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Earnings and valuation analysis

Consensus earnings estimates cut sharply after a weak Q2FY25 : Consensus earnings
estimate for this as well as the next year have seen cuts in the last three months,
reflecting the impact of weak second quarter corporate earnings, signs of domestic
economic slowdown and uncertainty around commodity price s and interest rate
trajectory. The Nifty50 earnings estimate s (Source: LSEGWorkspace) for 2024 as well as
2025 were cut by 1.9% and 1.2% in the last three months, translating into a total drop of
4.2% and 1.5% respectively in the year thus far. This implies expected earnings growth
of 4.7% and 15.8% for 202 4 and 2025 as on November 30", 2024, vs.5.5% and 15.9%
as of end of the previous month, respectively, resulting in a two-year CAGR (2023-25) of
11.9%, slightly higher than 10.6% as of end of the previous month and 13.8% as of
March-end.

Our analysis of the earnings estimates of the top 200 companies by market cap 5 painted
an even bleaker picture . The aggregate consensus earnings estimate for this universe for
FY25 as well as FY26 were curtailed by 3.6% and 2.9% respectively since September-
end (As of December 11™, 2024), translating into a drop of 3.6% for FY25 and a modest
decline of 0.1% for FY26 in the fiscal year thus far. Sector-wise, steep earnings
downgrades since September-end were led by commodity sectors such as Materials and
Energy, accounting for ~64% of the absolute change in earnings during this period. While
downgrades in the Energy sector were on the back of lower refining margins and inventory
losses due to declining crude oil prices, Materials , on the other hand, felt the brunt of
slowdown in China, with the expected imposition of tariffs post the Trump victory adding
to the woes. In fact, barring Real Estate and Communication Services that saw modest
upgrades, all other sectors saw their earnings estimates getting curtailed in the last
couple of months

Table 47: Earnings growth and forward -looking multiples for Nifty 50 Index

. . As on Change (%/bps)

Metric Periods

30-Nov-24 iM 3M 6M YTD 1Y

12-month forward 1151.9 1.1% 3.2% 7.3% 9.0% 11.8%

2023 995.3 0.7% 0.8% 5.4% 3.4% 4.3%

% YoY 25.0% 89bps 98bps 639bps 513bps 636bps

EPS (Rs) 2024 1042.0 0.0% -1.9% -1.8% -4.2% -3.9%

% YoY 4.7% -79bps -292bps -763bps -829bps -893bps

2025 1206.9 -0.1% -1.2% -0.5% -1.5% -0.5%

% YoY 15.8% -5bps 86bps 147bps 323bps 396bps

Price to 12-month forward 21.0 -2.2% -4.3% 0.8% 3.5% 12.2%

earnings 2024 23.2 -1.1% 0.8% 10.1% 17.8% 30.6%

(P/E) (%) 2025 20.0 -1.0% 0.1% 8.7% 14.5% 26.1%

Price to Book 12-month forward 3.3 -2.3% 0.3% 0.0% 2.3% 12.2%

value 2024 3.6 -1.6% 4.0% 7.1% 13.8% 27.1%

(P/B) (x) 2025 3.2 -1.3% 4.6% 7.3% 13.8% 26.4%

Source: LSEGWorkspace, NSEEPR. NTM = Next Twelve Months.

5 The sample set consists of top 200 companies by one -year average market cap ending June 30", 2024, covered by at least five or more analysts during the previous
12 months using IBES estimates from LSEGDatastream.
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Figure 156: Sector -wise revision in FY25 earnings estimates for top 200 companies since September 2024
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Source: LSEG Workspace, NSE EPR
Note: Based on IBES earnings estimates of top 200 companies by one-year average market cap ending June 30™, 2024, covered by at least five analysts at any given
point of time over the last one year. Data is as on December 12", 2024.

Figure 157: Sector -wise revision in FY26 earnings estimates for top 200 companies since September 2024

% Sector -wise revision in FY26 earnings estimates since September 2024
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Source: LSEG Workspace, NSE EPR
Note: Based on IBES earnings estimates of top 200 companies by one-year average market cap ending June 30™, 2024, covered by at least five analysts at any given
point of time over the last one year. Data is as on December 12", 2024,

Figure 158: Sector -wise share in earnings
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Note: Based on IBES earnings estimates of top 200 companies by one-year average market cap ending June 30™, 2024, covered by at least five analysts at any given
point of time over the last one year. Data is as of December 12", 2024,
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Market valuations correct sin October and November : After rising to nearly three-year
high of 22.5x in early October, market valuations have come off sharply in the last six
weeks, thanks to a steep sell-off witnessed during this period. The Nifty50 Index currently
trades at a 12-month forward P/E of 20.9x, with recent cuts in earnings estimates capping
the correction. That said, the current forward P/E is still 28% higher than long-term (Last
15-year) average multiple (16.3x) and 5.6% higher than the one standard deviation above
the long-term multiple . Valuations have corrected marginally on a price-to-book (P/B)
basis as well, with Nifty50 currently trading at a 12-month forward P/B of 3.3x. This
implies a premium of ~329% to the average P/B of 2.5x over the last 15-year period.

| Accompanied with adrop in valuation premium to EM equities : Indian equities have

3&5&11,!'/ /< 75! %&% ! 7 ! 35&0,80 72 BJ &48,7,&6n 7+
fundamentals and robust growth outlook . The recent underperformance of Indian

equities vis-a-vis other emerging markets, particularly China, however, has resulted in

some drop in this premium level, even as it continues to remain much higher than long -

term premium. On a 12-month forward P/E, MSCI India trades at a premium of 92% vs.

last 15-year average premium of 53%, down from 108% in the previous month . On 12-

month forward P/B, MSCI India is trading at a much higher premium of 132%, down from

152% last month, but much higher than the last 15-year average premium of 82%.

Figure 159: Nifty 50 NTM P/E trend for last 15 years Figure 160: Nifty 50 NTM P/B trend for last 15 years
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Figure 161: Nifty 50 NTM P/E (Last three -year trend) Figure 162: Nifty 50 NTM P/B (Last three -year trend)
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Figure 163: Five-year trend of Nifty 50 values at different ~ 12-month forward P/E bands
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Figure 164: NTM P/E of MSCI India vs. MSCI EM (15 -year Figure 165: NTM P/B of MSCI India vs. MSCI EM (15 -

trend)

year trend)

MSCI India currently trades at a premium of 87%toMSCI L1 [\ 0 ' 25:1 5% Ma?2 16 : &//1
EM on 12-month forward P/E vs. last 12 -month average to MSCI EM has fallen from 152% to 130% currently.

premium of 53%, down from 105% as of September end.
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Figure 166: NTM P/E of MSCI India vs. MSCI EM (Last Figure 167: NTM P/B of MSCI India vs. MSCI EM (Last

three -year trend) three -year trend)
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Figure 168: Nifty 50 forward earnings yield* vs. 10  -year G-sec yield

Source: LSEG Workspace, NSE EPR. * Forward earnings yield for Nifty 50 is calculated as (1/12month forward PE).

Valuation correction was broad -based across sectors: We have also looked at long-
term trends of 12 -month forward P/E and P/B multiples across MSCI India sector indices.
All sectors saw their forward multiples falling in the last couple of months, led by Energy
and Consumer Staples. Financials, however, saw the forward multiples correcting only
marginally as the sector continues to trade below the long -term multiple, providing
limited room for further downside. Notwithstanding the recent correctio n, valuations of
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