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Current stance

The committee decided to maintain its slightly overweight stance on equity allocation, across its
conservative, balanced, and growth portfolios. There was a consensus regarding future portfolio
allocation to small- and mid-cap stocks, which would depend on the momentum witnessed in the
market. Further, the committee debated increasing the underlying allocation to gold, across its
portfolios and concluded that, given the strength being depicted by the yellow metal, allocation should
increase from the current 3.9% to 5% in the balanced portfolio, 2.64% to 4% in the conservative
portfolio, and from 5% to 6% in the growth portfolio. This increase in allocation to gold would be linked
to a corresponding reduction in allocation to fixed income. Additionally, the committee is unified in its
decision to undertake a strategic exit from its remaining InvIT holdings.

Key variables to monitor:
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Movement in Hardening in US 10-year
gold prices oil prices Treasury yield

What's changed since our last meeting

The US Federal Open Market Committee maintained the benchmark interest rates at 5.25 - 5.50%,
indicating a skip in its rate hike trajectory even as surging energy costs prompted inflation to rise above
August forecasts and settle at 3.7%. On the other hand, India’s retail inflation moderated to 6.83% in
August, from July’s 15-month high of 7.44%. Further, the country’s current account deficit contracted to
USD 9.2 billion in the first quarter of financial year 2024, from USD 17.9 billion in the year ago period.
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Viewpoints
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Over the last three months, we have increased our equity

allocation in the balanced portfolio to 55%, wherein the

domestic component stands at 50% and international stocks

comprise 5% of the portfolio. In the midcap sector, we are

currently underweight to neutral and the growth portfolio has witnessed a 10 basis points reduction in
returns, owing to the volatility in the market. Going forward, we expect a consolidation in mid-cap
stocks. At the same time, we recognise that any new triggers could propel the segment as it is
currently poised for maximum growth.

INtiNity

by Nuvama Private

Even as general elections are imminent, corporate earnings remain robust and money continues to
flow towards mid caps. We do not foresee a major sell-off in the sector. While markets are showing
opposing views on small-caps, we remain neutral and will track the market to identify the right time to
add to the portfolio. Also - as we have discussed in the past, the cost of capital is clearly rising across
the world and is likely to stay elevated in the foreseeable future. Politicians in the developed world have
promised their citizens pensions and other social benefits which their governments cannot afford,
especially at a time when higher spending for defence and green energy transition is needed. The
bond markets will demand higher interest rates to fund these deficits. As the western world settles
down to ‘higher for longer’ on interest rates, steady state fair valuation for a given earnings profile will
be structurally lower than the last decade and hence, valuation multiples will drift lower. This
correction has already started in developed markets. On the other hand, we believe that Indian
domestic equities will remain the better opportunity in the coming quarters and months ahead.

Debt

Globally, the steady increase in oil prices and the hardening of the 10-year US Treasury yield, above
4.5%, are the two major issues troubling the market. From the technical chart, it is visible that the
recent upward move in the 10-year bill is concerning market participants and we aim to observe where
it settles, before deciding on corresponding movements in our portfolio. If the T-bill breaches 4.5%,
then the next target to keep an eye on would be 5%, even as oil continues to strengthen due to
geopolitical factors. We need to remain cautious in terms of long duration calls and observe the market
even though the sentiment is currently stable in India. Domestic long-term bonds remain in range but
if US yields harden further and oil continues its upward move, we expect a consequent hardening in
the yields of Indian bonds.

However, we do not foresee a major move, given that Indian bonds have clearly outperformed regional
as well as developed market bonds. Further, the economy’s borrowing in the second half has been in
line with market expectations, with net borrowing coming in significantly lower because of the maturity
of three trillion rupees worth of securities. Accordingly, the demand-supply dynamic remains in favour
of Indian bonds but we need to stay abreast of global market cues. It is advisable to rebalance debt
holdings if the 10-year benchmark government security, currently at 7.16% yield, breaches the
psychologically important level of 7.25%.

Gold

Our view on gold’s potential to offer returns has slightly changed, given that the precious metal has
depicted resilience despite interest rates peaking out. Over the next six months, gold can be a
significant performer and we are keen on capitalising on this potential. Gold allocation will be
increased through exchange traded fund investments, even as we maintain a strong eye on its
movements going ahead.

Divergent Views

While there is tremendous noise around over-allocation in mid-caps, there are two big factors that
need to be considered — the strong flows coming into the segment, through retail investors,
systematic investment plans and mutual funds and the fact that, when markets expect something
strongly, it does not necessarily happen. We should not lower our weight in the mid and small-cap
space. Rather, we should allocate more to these sectors, after tracking the market, to ensure that we
do not miss out on the potential returns.
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Disclaimer:

Securities investments are subject to market risks and there is no assurance or guarantee that the objectives of the Investment Approach will be achieved.
As with any securities investment, the value of a portfolio can go up or down depending on the factors and forces affecting the capital markets. Past
performance of the Portfolio Manager/Investment Approach may not be indicative of the performance in the future and no representation or warranty
expressed or implied is made regarding future performance.

This document is for informational purposes only and should not be regarded as an offer to sell or as a solicitation of an offer to buy the securities or other
investments mentioned in it. Investors are advised to refer to the Disclosure Document for detailed risk factors/disclaimers. Securities referred to in this
document are not an endorsement of their soundness or a recommendation to buy or sell. The same may or may not be a part of the PMS approach in
future or any other PMS approaches launched from time to time.

The document is prepared on the basis of publicly available information, internally developed data and other sources believed to be reliable. All opinions,
figures, charts/graphs, estimates and data included in this document are as on date and are subject to change without notice. Nuvama Asset Management
Limited (formerly known as “ESL Securities Limited”) (“NAML" or “Portfolio Manager”), it's Holding Company, associate concerns or affiliates or any of their
respective directors, employees or representatives do not assume any responsibility for, or warrant the accuracy, completeness, adequacy and reliability
of such information or any direct, indirect, special, incidental, consequential, punitive or exemplary damages, including lost profits arising in any way from
the information contained in this material. Whilst no action has been solicited based upon the information

provided herein, due care has been taken to ensure that the facts are accurate, and opinions given are fair and reasonable.

The views provided herein are general in nature and do not consider risk appetite or investment objective of any particular investor; readers are requested
to take independent professional advice before investing.

NAML and its associate companies, officer, directors, and employees may: (a) from time to time, have long or short positions in, and buy or sell the securities
thereof, of company(ies), held under the portfolio or (b) be engaged in any other transaction involving such securities and earn brokerage or other
compensation or act as a market maker in the financial instruments of the subject company/company(ies) or act as advisor or lender/borrower to such
company(ies) or have other potential/material conflict of interest with respect to any information and opinions at the time of publication of
document/report. NAML or any of its associate companies may have proprietary long/short position in the scrip(s) and therefore should be considered as
interested.

The document is not directed or intended for distribution to or use by any person or entity who is a citizen or resident of or located in locality, state, country
or other jurisdiction, where such distribution, publication, availability or use would be contrary views to local law, regulation or which would subject NAML
and its affiliates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not eligible for sale in all
jurisdiction or certain categories of investors. Persons in whose possession this document are required to inform themselves of and to observe such
restrictions.

Disclaimer for U.S. Persons:

NAML is not a registered broker — dealer under the U.S. Securities Exchange Act of 1934, as amended (the“1934 act”) and under applicable state laws in the
United States. In addition NAML is not a registered investment adviser under the U.S. Investment Advisers Act of 1940, as amended (the "Advisers Act" and
together with the 1934 Act, the "Acts), and under applicable state laws in the United States. Accordingly, in the absence of specific exemption under the
Acts, any brokerage and investment services provided by NAML, including the products and services described herein are not available to or intended for
U.S. persons.

The details in this document does not constitute an offer or invitation to purchase or subscribe for any securities or solicitation of any investments or
investment services and/or shall not be considered as an advertisement tool.

“U.S. Persons” are generally defined as a natural person, residing in the United States or any entity organized or incorporated under the laws of the United
States. US Citizens living abroad may also be deemed “US Persons” under certain rules.
Transactions in securities discussed in this document should be effected through Edelweiss Financial Services Inc.

Disclaimer for U.K. Persons:

The details in this document have not been approved by an authorised person within the meaning of the Financial Services and Markets Act 2000 “FSMA”.
In the United Kingdom, this document is being distributed only to and is directed only at (a) persons who have professional experience in matters relating
to investments falling within Article 19 (5) of the FSMA Financial Promotion Order 2005 the “Order” ; (b) persons falling within Article 49 (2) (a) to (d) of the
Order (including high net worth companies and unincorporated associations ; and ¢ any other persons to whom it may otherwise lawfully be communicated
all such persons together being referred to as “relevant persons”). This document must not be acted on or relied on by persons who are not relevant
persons. Any investment or investment activity to which this document relates is available only to relevant persons and will be engaged in only with relevant
persons. Any person who is not a relevant person should not act or rely on neither this document nor any of its contents. This document must not be
distributed, published, reproduced or disclosed (in whole or in part) by recipients to any other person.

Disclaimer for Canadian Persons

NAML is not a registered adviser or dealer under applicable Canadian securities laws nor has it obtained an exemption from the adviser and/or dealer
registration requirements under such law. Accordingly, any brokerage and investment services provided by NAML, including the products and services
described herein are not available to or intended for Canadian persons.

This presentation and its respective contents do not constitute an offer or invitation to purchase or subscribe for any securities or solicitation of any
investments or investment services.

NAML is registered with Securities and Exchange Board of India as a Portfolio Manager vide Registration Number INPOOOOO7207 and has its registered
office at Edelweiss House, Off. CST Road, Kalina, Mumbai 400 098.

Corporate Identity No: U67190MH2019PLC343440



