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CY2021 has been a remarkable year for equities, owing to the strength in broader market. During the
last quarter, Dec’21 was a volatile month due to factors like weakness in the global market on the
back of new Covid-19 variant and associated lockdowns, curbs in various countries, higher oil prices
and Fed unwinding. Any further increase in the caseloads may turn out to be a short-term negative
for the market.

Indian equity markets were resilient until Oct'21 which drove the indices higher. The correction in
Nifty was 6% from it's peak of 18th Oct'21, while Mid and Small Caps corrected by 7% and 2%
respectively. For the quarter ended Dec’21, Nifty was down by 1.5%, while Mid and small cap were
marginally positive (0.2% and 3.7% respectively).

For, FY21 Nifty EPS increased by 15% to INR 534; notably, the pandemic year turned out to be the
best year in terms of corporate profitability as the cumulative net profits for the last 4 quarters were
at record levels. Financials, an important constituent by weight in the indices now contributes
significantly to the net profit vis-a-vis 2019. Loss-making sectors have turned positive after the
pandemic and cyclical sector like Metals, too, have improved meaningfully.

Covid-19 trajectory, oil prices, surge in inflation numbers and the pace of tapering, may turn out to
be a headwind for market fundamentals, while investors will keep an eye on the acceleration in
government spending in the upcoming budget and earnings growth for Q3FY22. We continue to
remain constructive on equities over the long term (3 to 5 years and above); having said that,
volatility is expected to remain in the near term, as the economy is still in a transition phase.

We maintain a positive bias towards India equity. Investors can consider investing in
equities with a 3 to 5 year investment perspective

* The 10 year benchmark yield climbed up during the quarter by 23 bps to close at 6.45% (a 20-

month high). Investors grew cautious of the heavy government debt pipeline, rise in global oil
prices, higher inflation and the central bank turning hawkish.

+ The high frequency indicators reflect the economic cycle almost being back to pre-covid levels.
Global inflationary risks are accentuating, domestic economic recovery is strengthening and the
inflationary expectations remain elevated; we expect the RBI to be incrementally hawkish and the
bond vyields to rise gradually. This may lead to intermittent bear flattening of the sovereign yield
curve.

» A faster-than-expected recovery, rising consumer confidence, and the resultant spending spike
continues to keep the growth forecast optimistic. The near-term risks augmenting inflation
trajectory are— rising food inflation, transmission of higher raw material prices to output inflation,
continued pass-through of rising Brent crude to domestic fuel prices, and spillover of persistent
global inflationary pressures. Over the medium term, inflation and potential monetary policy
normalization will play an important role in shaping the interest rate trajectory. We expect market
interest rates to move higher gradually over the period in CY22, while withessing intermittent
volatility. Given these scenarios of high uncertainty over the interest rate trajectory, it would be
prudent for investors to be conservative.

We remain constructive on the short to medium end of the yield curve. Medium Duration
funds, Short Duration funds, Corporate Bond funds, Banking & PSU Debt funds,
Floating Rate funds, Money Market funds, Low Duration funds and Ultra Short Duration
funds can be considered by investors with an investment horizon commensurate with the
maturity and duration of the schemes, due to their steady accrual profile and yields. Having
said this, one should consider aspects such as exit load, capital gains tax and asset
allocation amongst others while evaluating their investment options.
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. Indian equity markets ended the quarter December 2021 in negative territory
~ o . -
after hitting the peak. Mid Cap and Small Cap indices outperformed compared to
their Large Cap counterparts. The Nifty 50 was down by 1.50% during the quarter
ended December 2021, while the Nifty Mid Cap 150 and the Nifty Small Cap 250
index were up by 1.60% and 5.08%, respectively.

For CY21, Nifty 50 was up by 24.12%, whereas Nifty Mid Cap 150 and the Nifty
Small Cap 250 index was up by 46.81% and 61.94%, respectively.

On the sectoral front, sectors that ended in green for the quarter ended

a December 2021 were Nifty IT (+10.49%), Nifty Media (+3.76%) and Nifty Auto
(+3.19%), while Nifty FMCG (-7.04%), Nifty PSE (-6.38%) and Nifty Realty (-
5.77%) were laggards.

For CY21, all the sectors were in positive territory. Nifty Metal (+69.66%), Nifty IT
(+59.58%) and Nifty Realty (+54.26%) were the top performers.

Among Nifty 50, performing stocks for the quarter ended December 2021 were
Tata Motors (+44.71%), Tech Mahindra (+29.69%) and Titan Company.
(+16.68%), while Coal India (-21.10%), Indusind Bank (-20.12%) and Bajaj Auto
(-15.22%) were laggards.

afl

For CY21, Tata Motors (+162.39%), Hindalco Inds. (+97.69%) and Wipro
(+85.20%) were the top performers, while Hero Motocorp (-20.83%), Kotak
Mahindra Bank (-10.00%) and De. Reddy’s Labs (-5.73%) were laggards.

n During the quarter ended quarter December 2021, FlIs were net sellers of equity
to the tune of Rs.35,894.07 Cr while DIlls were net buyers to the tune of
Rs.66,262.31 Cr and the domestic MFs bought Rs.51,909.03 Cr worth of equity.

For CY21, FlIs were net buyers of equity to the tune of Rs.30,032.73 Cr while
Dlls were net buyers to the tune of Rs.97,983.85 Cr and the domestic MFs
bought Rs.82,482.81 Cr worth of equity.
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lety update:
Indian equity markets were resilient until Oct'21 which drove the indices higher. The correction in Nifty was
6% from it's peak of 18th Oct'21, while Mid and Small Caps corrected by 7% and 2% respectively.

+ Dec’21 was marked by weakness in global markets due to rising concerns over inflation and faster tapering.
Moreover, the strengthening dollar dampened investors’ sentiments further.

» Large Caps are offering more comfort at current levels with a higher margin of safety vis-a-vis the broader

market.
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Top 500 stocks: 52W analysis:
Only 38 stocks are now trading at all-time high levels
» 227 stocks that translates to 45% are trading between 5%-20% below their 52W highs
» The entire PSU basket is below its 52W high
» Around 20% of the Small Cap stocks are trading below 30% of their 52W high post the recent correction.
The current level of number of stocks against 52W high
Sector No of Stocks Near to 52W high 5%-20% below 52W high 20%-30% below 52W high Below 30%
Agri&Chem 30 2 16 10 1
Auto &Anc 36 5 15 10 6
Banks 35 0 4 17 8
Build Mate 33 0 21 9 1
Discretionary 49 4 27 12 6
Healthcare 43 5 18 15 4
Industrials 47 5 22 10 10
IT 23 8 8 3 2
Metals & min 20 0 10 6 3
NBFC 55 2 15 19 15
Oil & gas 15 0 6 6 2
Others 45 3] 24 9 9
Staples 27 1 16 6 2
Tele & Media 18 1 9 5 2
Transport 12 1 8 1 2
Utilities 12 1 8 2 1
Total 500 38 227 140 74
Large cap 100 13 59 21 5
Mid cap 150 9 68 44 19
Small cap 250 16 100 74 50
PSUs 55 1 20 26 8

Sourcey Bloomberg, Axis Securities
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Top 500 stock performance

* Mcap of Top 500 companies increased by 33%YoY. In Dec'21, it stood Rs 233 Tn, up by 3% on an MoM
basis.

* Led by a stronger outlook, the IT further advanced by 9% MoM. It is now the biggest sector with the highest
market capitalization of 36 Tn or 15.6% of the entire market cap.

+ The BFSI looks attractive, especially after the recent correction. It has been primarily driven by the Fll selling.

No of Sectoral Market Cap of Top 500 Stocks in Tn as of YoY

companies  gmpEehb20  Mar-20  Aug20  Jul-21 Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Chg (%) Chg (%)

Banks 0wz e %
Staples 27 14.4 . 176 178 166 16.3 164 7% 1%
Discretionary 49 1o [7s S ote7 T2 ma 7T 42 4%
Auto 8Anc % s0 |88 27 owa o2s a3 2w %
Prama s 72 88 ex [mal e ma e s w
ncustas a o1 [Nssn s0  se  se s a7 103 s &%
Buid te = &0 38  s1 es  e4 4 104 s 91 2%
vewsgmin 20 s2 |81 4s | 8 2z 101 11 85 a8 5w %
Insurance 6 40 [l22 38 46 48 48 46 46 45 [ew 2%
uiies 12 ss 2z 3s a7 78 se a7 IeALIITEinT 7% o%
oters a 36 21 34 12 75 79 18 81 e4 Ee . w
AgrisChem 0 s (28N ss |87 &7 88 S8 58 .80 s %
Healthcare 8 0.8 1.8 73%

Total 500 151.9 - 33% 3%

India’s Nifty Index Vs. VIX: Highly volatile in the last one month

» Dec'21 was a volatile month, marked by the weakness in the global market due to rising concerns over
inflation, faster tapering, and the new Covid-19 variant. Strengthening dollar further dampened investors’
sentiments. However, volatility in the domestic market was around 16-21 levels during the month, indicating
a limited market downside.

* However, the rising concerns over the new variant has kept volatility high, making the equity investors more
cautious. Any further increase in the caseload will be a short-term negative for the market.

» During the first phase of lockdown in the last year, the VIX index had touched the panic level of 80.
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Source: Bloomberg, Axis Securities
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Flls are net sellers in the market

* FlIs turned ‘Sellers’ in the equity market and sold $1.4Bn in the last month while Dlls added $3.7Bn over the
same period.

» With continuous SIP inflows, DlIs bought Indian equity worth $9.2 Bn in the last 3 months.

« Since Jan’20, FlIs have bought a massive amount of $27 Bn while the DlIs have added only $7.5 Bn in the
Indian equity markets. The highest-ever Fll inflows were witnessed in FY21 at $37 Bn, which stands higher
than FY10/FY11/FY13 levels.
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India’s total market cap to GDP:

» India’s Total Market Cap to GDP is trading at 132%, above its long-term average. However, at FY22
projected nominal GDP levels, Mcap/GDP ratio translates into 115%. The current Mcap is 25%/36% above
the 15th Feb/1st Jan levels, indicating a rally in the broader market.

» Historically, similar upward earning momentum was witnessed in FY10 earnings, immediately after the GFC
crisis, leading to the Market Cap to GDP ratio of 95-98%. With a positive earnings momentum in the current
cycle, we are likely to see higher levels of Mcap to GDP in the upcoming quarters

India's total Mcap to GDP ratio (current: 132%9%6)
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Source: Bloomberg, Axis Securities
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Performance of Asset Classes: Focus on Asset Allocation to Maximize Returns in

2022

* While the leadership in the asset classes keeps on changing in different market cycles, Equities have been
the best performing asset class in 2021. Nifty is up 24%, Mid Caps by 46%, and Small Caps by 59% while
Gold prices have contracted by 4% in 2021.

* 2022 is likely to be a transition year with toned-down expectations from equity market returns.

» Volatility is likely to continue for some more time before it concludes on a concrete trend. The direction of the
new Covid-19 variant, oil prices, and dollar index, faster tapering by the US FED, and the inflation risk will
further drive the market fundamentals in the first half of 2022.

* The equity market may not deliver similar returns in the next one year as it had delivered in 2021, but 2022 is
likely to be a year of strengthening balance sheets, driven by improvement in corporate profitability. With
current valuations offering a limited scope of further expansion, an increase in corporate earnings will
primarily drive the market returns moving forward.

» Asset allocation and sector rotation will be the keys to generate outperformance in 2022.

Yearly performance of Asset Classes (%)

Rank 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

MCX iy S&P Lo Ccc:';" gr'f]" Small  MCX S&P MCX  Small
1 Gold: P~ 500 p: P P cap:  Gold: 500: Gold:  Cap:
39% 56%  Bond:  Bond:
32% 30% 57% 8% 29% 28% 59%
9% 13%
Crisil Crisil
Comp Sma!l Nifty 50: Sma!l Sma!l Midcap: Comp MCX_ Midcap: Midcap:
2 Bond:  C2P 7% Cer o 47%  Bond: 20 22% 46%
- 37% 55% 7% © o 25%
% 6%
Crisil
. gg‘g Nifty 50: Comp  Nifty 50: Midcap: Nifty 50: Sérga!' S&P 500:
: 28%  Bond:  31% 6% 3% p- 27%
0% ! 21%
4%
Crisil S&P S&P S&P S&P
Midcap: Comp . . Nifty 50: . Nifty 50: . Nifty 50:
4 S Bong  500: - 500: boop 500 - O 500: v
: 1% 10% 6% 16%
14%
Crisil Crisil
s Nifty50: ?g‘; gg‘g Nifty 50:  Midcap: ?g‘; Midcap: Comp  Nifty50: Comp
25% 2 110, -4% 7% 100 15%  Bond:  15%  Bond:
0 ? ° 11% 2%
Midcap: MCX_ ) MCX_ Nifty 50: MCX_ Midcap:
6 -31% Gold: Gold: Gold: 2% Gold: A%
12% 8% 7% 6%
Small gg';" Small Small gg';" Small  Small CC(;'F‘:']" MCX
7 Cap: Bond‘? Cap: Cap: Bond‘? Cap: Cap: Bond'? Gold:
- 0, : -80, 0, : - 0, - 0, " -A40,
34% 5% 8% 2% s 29% 10% o 4%

Source: Axis Securities
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Value and Quality themes outperformed in the last one month. However, Momentum and Value were
the best performing themes in the last six months, while the Growth theme has been the laggard. The
performance of the Growth bucket suffered the most in the recent correction as the PE premium
declined. The Quality theme may outperform from the current juncture considering a notable market
correction and significantly increased volatility in the last three months. Flls were the net sellers, while
Dlls were net buyers in the last quarter. SIP contribution continued as a positive driver for the market
and is continuously trending higher on a MoM basis. The BFSI space have underperformed for the last
couple of months, but are likely to outperform moving forward on the back of improving outlook.
Furthermore, a structural growth play offering long-term earnings visibility will continue to do well even
amidst this challenging environment. The broader market outperformed in the last three months
Positive Near-term Outlook: IT, Telecom, Rural, and Export themes

Improving Outlook: BFSI, Discretionary

Mixed bag: FMCG, Auto

Near-term challenging but Well-placed: Metals, Commodity-linked stocks, and Selective Cyclical
(Cement)

e After experiencing another year of stellar returns from U.S. markets in 2021, investors face a good deal

#

of uncertainty heading into 2022 as valuations appear stretched, economic growth is slowing,
widespread of Omicorn variant, inflation is higher in decades and the Federal Reserve is tapering its
asset purchase program and plans to raise interest rates. The Federal Reserve held its most hawkish
meeting in Dec’21, signalling three interest rate hikes in 2022 in response to decades-high inflation.
This projection is up from the September meeting, when half of the Fed members saw at least one rate
hike in 2022. The central bank also raised its GDP growth forecast for 2022 to 4%, up from 3.8%.
Meanwhile, core personal consumption expenditures inflation estimates were also raised to 4.4% for
2021 and 2.7% for 2022 up from Sept'21 projections of 3.7% and 2.3% respectively. In contrast to U.S.
equities, stock markets in Europe and Japan are more reasonably priced and geared toward growth.

doses on 4th Jan’22. Average daily doses improved to 69 Lc/day in Dec’21 against 57 Lc/day in Nov’'21,
which has been an encouraging sign. As of 4th Jan 22, 44% of the Indian population stands fully
vaccinated, marking yet another milestone for the country. While the average daily cases had declined
to 7.5K/day in Dec’21 from 10.5K/day in Nov’'21, the daily cases rose sharply in the last one week to
more than 25K/day on account of the faster spread of the Omicron variant of the Covid-19. The spread
of the new variant is a near-term risk for the faster economic recovery as the chances of restrictions on
economic activities has increased in the last one week.

For, FY21 Nifty EPS increased by 15% to INR 534; notably, the pandemic year turned out to be the
best year in terms of corporate profitability as the cumulative net profits for the last 4 quarters were at
record levels. Financials, an important constituent by weight in the indices now contributes
significantly to the net profit vis-a-vis 2019. Loss-making sectors have turned positive after the
pandemic and cyclical sector like Metals, too, have improved meaningfully. The IT sector is likely to
post another robust quarter after a positive outlook posted by the global IT major Accenture. Overall
demand scenario would be a key monitorable. A few pockets may show price hikes and offset rising
costs while some margin improvement is likely with some cool-off in the raw material prices. The near-
term outlook for Large Cap looks attractive and the risk-reward is favourable in the selective BFSI
stocks at the current levels.

India’s vaccination drive further picked up in Dec’21 and crossed a remarkable milestone of 146 Cr

Indian equity market has seen a runaway rally beyond expectations and dips in such a bull run are
healthy. We continue to remain constructive on equities over the long term (3 to 5 years and above);
having said that, volatility is expected to remain in the near term, as the economy is in a transition
phase due to pandemic.

Investors can look at accumulating equities with a 3 to 5 year investment
perspective

Source: Axis Securities, Axis Bank Investment Research
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PAST PERFORMANCE (CAGR % RETURNS AS ON 31st DECEMBER, 2021)

Axis Bluechip Fund 20.64 20.15 19.62
ICICI Prudential Bluechip Fund 29.17 21.04 17.17
Kotak Bluechip Fund 27.74 21.89 19.27
Mirae Asset Large Cap Fund 27.74 20.48 17.84
SBI Bluechip Fund 26.08 21.08 17.85
UTI Mastershare Unit Scheme 29.56 23.96 19.37

Category Average 27.39 20.14 17.12
Nifty 50 TRI 25.59 20.74 18.27

Aditya Birla Sun Life Flexi Cap Fund 30.28 22.93 17.94
Axis Flexi Cap Fund 28.34 23.70 21.49
ICICI Prudential Flexicap Fund == -- --

Kotak Flexicap Fund 25.37 18.36 16.30
Nippon India Flexi cap Fund == -- --

SBI Flexicap Fund 30.77 21.85 18.11
Tata Flexi Cap Fund 26.57 20.26 16.92
UTI Flexi Cap Fund 33.98 32.70 2531

Category Average 30.59 22.48 18.23
Nifty 500 TRI 31.60 24.52 19.11

Aditya Birla Sun life Multi-cap Fund

Axis Multicap Fund == == ==
ICICI Prudential Multicap Fund 36.38 22.01 16.42
Kotak Multicap Fund

Category Average 41.98 24.42 17.30

Nifty 500 TRI 31.60 24.52 19.11

Data Source: ICRA MFI Explorer
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PAST PERFORMANCE (CAGR % RETURNS AS ON 31st DECEMBER, 2021)

Axis Growth Opportunities Fund 44.56 34.21 27.99
DSP Equity Opportunities Fund 31.20 22.39 18.63
HDFC Large and Mid Cap Fund 43.08 26.23 19.31
Invesco India Growth Opportunities Fund 29.66 21.16 17.57
Kotak Equity Opportunities Fund 30.42 23.21 19.77
L&T Large and Midcap Fund 30.28 22.20 16.67
Mirae Asset Emerging Bluechip Fund 39.13 30.45 24.98

Category Average 35.89 24.84 20.00
Nifty Large Mid Cap 250 TRI 35.65 27.37 19.39

Aditya Birla Sun Life Focused Equity Fund 26.74 21.21 17.80
Axis Focused 25 Fund 24.00 22.46 19.80
Kotak Focused Equity Fund 34.24 23.01 -
L&T Focused Equity Fund 23.67 18.42 16.53
SBI Focused Equity Fund 42.98 27.93 23.85
Tata Focused Equity Fund 33.18 21.96 --

UTI Focused Equity Fund

Category Average 33.14 23.17 18.33
Nifty 50 TRI 25.59 20.74 18.27

HDFC Capital Builder Value Fund 35.58 23.71 15.24
Invesco India Contra Fund 29.57 25.27 18.47
Nippon India Value Fund 39.40 27.29 19.65
SBI Contra Fund 49.92 39.86 24.65
Tata Equity P/E Fund 28.00 19.97 14.87
UTI Value Opportunities Fund 30.42 24.55 19.65

Nifty 500 TRI 31.60 24.52 19.11

Data Source: ICRA MFI Explorer
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PAST PERFORMANCE (CAGR % RETURNS AS ON 31st DECEMBER, 2021)

Axis Midcap Fund 39.93 32.74 25.18
DSP Midcap Fund 28.32 25.92 20.09
Invesco India Mid Cap Fund 43.14 33.38 22.69
Kotak Emerging Equity Fund 47.31 33.94 25.00
Mirae Asset Midcap Fund 48.43 35.76 --

SBI Magnum Midcap Fund 52.25 40.86 25.70

Category Average 42.49 32.44 21.86
Nifty Mid Cap 100 TRI 47.51 34.66 20.56

Axis Small Cap Fund 58.22 39.08 32.18
HDFC Small Cap Fund 64.88 40.70 21.47
ICICI Prudential Smallcap Fund 61.00 40.52 29.53
Kotak Small Cap Fund 70.94 51.38 34.03
SBI Small Cap Fund 47.56 40.35 27.87
UTI Small Cap Fund 55.35

Category Average 61.94 42.96 26.85
Nifty Small Cap 100 TRI 60.70 40.40 21.72

Aditya Birla Sun Life Tax Relief 96 12.69 13.92 10.61
Axis Long Term Equity Fund 2454 22.48 19.88
DSP Tax Saver Fund 35.12 24.64 21.29
Kotak Tax Saver Fund 33.24 23.72 19.92
Mirae Asset Tax Saver Fund 35.29 28.19 23.30

Category Average 32.20 22.73 17.77
Nifty 500 TRI 31.60 24.52 19.11

Data Source: ICRA MFI Explorer



Burgundy

EQUITY FUNDS

Wealth Management | Axis Bank

PAST PERFORMANCE (CAGR % RETURNS AS ON 31st DECEMBER, 2021)

Tata Ethical Fund 44.91 35.19 23.47

Nifty 500 Shariah TRI 39.90 37.89 24.99

Aditya Birla Sun LIfe Business Cycle Fund -- == --
Aditya Birla Sun Life ESG Fund 37.35 -- o
Axis ESG Equity Fund 24.61 - =
Axis Quant Fund = - -
Axis Special Situations Fund 33.57 -- =
ICICI Prudential Business Cycle Fund - -- =
ICICI Prudential ESG Fund 22.50 -- --
ICICI Prudential India Opportunities Fund 49.29 26.53 --
Invesco India ESG Equity Fund - = -
Kotak ESG Opportunities Fund 21.88 -- --

Tata Business Cycle Fund

Nifty 500 TRI 31.60 24.52 19.11

Data Source: ICRA MFI Explorer
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PAST PERFORMANCE (CAGR % RETURNS AS ON 31st DECEMBER, 2021)

Axis Equity Hybrid Fund 23.24 19.05 17.39
HDFC Hybrid Equity Fund 25.71 19.36 15.28
ICICI Prudential Equity & Debt Fund 41.70 24.22 19.05
L&T Hybrid Equity Fund 23.15 18.23 14.19
Mirae Asset Hybrid - Equity Fund 23.77 18.57 16.32
SBI Equity Hybrid Fund 23.60 18.10 16.54

Category Average 25.78 18.48 15.24

NIFTY 50 Hybrid Composite Debt 65:35 Index 17.80 17.34 15.77

Dynamic Asset Allocation / Balanced Advantage
Funds

Axis Balanced Advantage Fund 15.72 12.84 10.47
DSP Dynamic Asset Allocation Fund 9.31 11.09 10.32
Edelweiss Balanced Advantage Fund 18.76 20.65 16.20
ICICI Prudential Balanced Advantage Fund 15.14 13.39 12.52
Kotak Balanced Advantage Fund 12.96 13.28 12.90
L&T Balanced Advantage Fund 8.36 10.54 9.75
LIC MF Balanced Advantage Fund == == --
Nippon India Balanced Advantage Fund 15.71 13.39 11.66
SBI Balanced Advantage Fund == -- --
Tata Balanced Advantage Fund 16.47 15.98

Category Average 15.03 13.92 11.75
NIFTY 50 Hybrid Composite Debt 65:35 Index 17.80 17.34 15.77

Aditya Birla Sun Life Equity Savings Fund 12.79 11.87 10.51
Axis Equity Saver Fund 13.27 12.42 11.03
HDFC Equity Savings Fund 16.78 12.70 10.36
ICICI Prudential Equity Savings Fund 9.55 7.15 8.21
Kotak Equity Savings Fund 11.09 10.72 9.73
UTI Equity Savings Fund 14.03 12.05 9.41

Category Average 12.29 10.35
1/3rd%age each of CRISIL Short Term Bond Fund
Index + Nifty 50 TRI + Nifty 50 Arbitrage Index 1088 10.00

Data Source: ICRA MFI Explorer
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PAST PERFORMANCE (CAGR % RETURNS AS ON 31st DECEMBER, 2021)

Axis Triple Advantage Fund 22.80 20.35 18.64
ICICI Prudential Multi-Asset Fund 34.72 21.67 16.84
Nippon India Multi Asset Fund 19.20 -- --
Tata Multi Asset Opportunities Fund 22.40

NIFTY 50 Hybrid Composite Debt 65:35 Index 17.80 17.34 15.77

Aditya Birla Sun Life Arbitrage Fund 3.84 3.97 4.70
Axis Arbitrage Fund 3.84 3.98 4.60
Edelweiss Arbitrage Fund 3.83 4.15 4.83
IDFC Arbitrage Fund 3.55 3.68 4.49
Kotak Equity Arbitrage Fund 3.96 414 4.78
L&T Arbitrage Opportunities Fund 3.67 4.20 4.81
Nippon India Arbitrage Fund 3.84 4.07 4.76
Tata Arbitrage Fund 3.73 4.35 5.03

Data Source: ICRA MFI Explorer
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DEBT AND MACRO ECOMOMIC UPDATE
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Leading Indicator Pre Covid  Nov-20 Dec-20 Jan-21 Feb-21 Mar-21 Apr-21 May-21 Jun-21  Jul-2l Aug-21 Sep-21  Oct-21 Nov-21
Gol Spends (Ex. Interest) (INR value) 100 123 180 120 165 361 125 122 157 89 139 167 104

GST collections (value in INR) 100 99 108 113 106 116 133 9% 87 109 105 110 122 124
Rail Freight (weight) 100 101 109 110 104 120 103 106 104 104 102 98 108 108
Port Cargo (weight) 100 9 106 107 97 120 103 101 98 /) 96 90 100 9
PMI Senices 100 97 9% 95 100 98 97 84 74 82 102 100 105 105
Diesel Consumption (volume) 100 % 100 9% 92 101 23 m 86 86 8 i 92 91
Petrol Consumption (volume) 100 107 109 105 9 110 % 80 97 106 109 105 11 107
Electricity Consumption (units) 100 9% 103 107 100 118 114 106 110 120 124 110 110 9%
Tractor Sales (TMA) (Volume) 100 160 119 153 147 166 124 108 215 121 105 180 225 124
Vehicle Registrations (VAHAN) (volume) 100 108 107 94 88 97 69 3 n 9 81 76 4] 106
Exports (value in USD) 100 88 100 102 104 128 113 120 120 131 123 124 132 11
Exports (Ex Oil, Gold) 100 94 106 108 109 132 114 116 124 126 122 122 126 114
Imports (Ex Oil, Gold) 100 97 112 113 102 116 112 112 118 114 113 131 139 137
Cement Prodn (weight) 100 82 92 9% 100 113 9 81 92 % 92 87 100

Steel Prodn (weight) 100 99 108 106 9 11 101 9% 97 98 9 98 101

Coal Prodn (weight) 100 85 %6 99 100 129 70 7 69 73 73 70 86

[IP (Indeex) 100 94 102 101 96 108 %3 85 91 97 97 9% 9

PMI Manufacturing 100 104 104 107 106 102 102 9% 89 102 97 99 103 106
FASTag Payments (Rs Cr) 100 134 146 153 162 19 176 135 164 189 19 191 213 202
E-way Bills No. (Cr) 100 102 113 11 113 126 104 n 97 114 116 120 130 108

Indian economy is showing strong signs of recovery from the devastation caused by the pandemic, with an
upswing being reported in 19 out of the 22 economic indicators as compared to the pre-Covid levels.

The Indian economy was expanding at a steady pace in November, although the month saw the omicron
variant of coronavirus induce fresh concerns about risks to the recovery.

But the pace of activity -- based on indicators from demand for services to factory output -- faces threats
from rising cases of the omicron variant.

There are no economy-crippling restrictions yet, but some states are re-imposing night curfew as cases
ticked up. The central government separately announced widening the vaccination drive to include most
teenagers and providing booster shots to vulnerable sections.

The robust demand continued in Dec’21, driving buoyant manufacturing activities. This, in turn, expanded
Manufacturing and Services PMI further in Dec’21, albeit at a slower pace than that withessed in Nov’21.

This signifies that economic activities are encouraging and demand is buoyant at the domestic as well as
the international front. GST collection stood at 1.29 Lakh Cr for Dec’21, more than Rs 1 Lakh Cr for the sixth
consecutive month — an encouraging sign in terms of government tax collection and overall fiscal situation.
Automobile demand, however, was tepid, led by semiconductor issues though some sequential moderation
was seen in the supply-side challenges.

Source: Axis Bank Economic Research
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CPl _INFLATION EXPECTED TO AVERAGE
AROUND 5.3% IN FY22
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* India Oct CPI inflation came in at 4.91% YoY, lower than Axis Bank Economic Research team projection of
5.33%. It was due to slower than expected rise in vegetable prices — though in the food category, only meat
and fish witnessed an MoM contraction. Lower electricity prices and the cut in auto fuel excise duty were
also reflected in the prints. The reading revises (Axis Bank Economic Research team) for CPI projection to

5.3% for FY22, with risks tilted to the upside.

+ Fuel and light index fell on account of 3.2% MoM fall in the prices of electricity. Diesel prices were also lower

by 6% MoM

+ Core (ex. Food, pan & fuel) inflation were at 6.21% YoY (Oct: 6.17%) with rise in exclusion-based measures

(ex fuel and gold)

+ Urban CPI inflation rose to 5.54% YoY (Oct: 5.04%) and rural inflation to 4.29% YoY (Oct: 4.07%).

Consumer Food inflation was at 3.33% YoY in Urban compared to 1.09% YoY in Rural areas.

» India WPI inflation came in at a fresh all-time high of 14.23% YoY, with a higher positive contribution coming
from primary articles — mainly food, and minerals. Besides this, manufactured products’ inflation also
remained at elevated levels on basic metals, chemicals and textiles. Incoming evidence also showed early

indications of a quick spread of the Omicron variant in India.

+ Three items — edible oil, fuel and transport (and communications) — contributed more than 50% of the
inflation in November 2021. Prices increased across all categories led by transport, clothing and footwear,
and recreation. On a sequential basis, the prices of transport and communication declined 0.6% month on
month, reflecting the partial impact of excise duty cuts on petroleum prices. Going ahead, the full pass-
through of excise duty cuts is expected to be offset by the adverse base effect, tariff hikes by the telecom
companies, lagged pass-through of global commodity prices and persistence of supply-side disruptions. We

expect core inflation to remain sticky and elevated.
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RBI CONTINUE TO FOCUS ON GROWTH
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The 10 year benchmark yield climbed up during the quarter by 23 bps to close at 6.45% (a 20-month high).
Investors grew cautious of the heavy government debt pipeline, rise in global oil prices, higher inflation and
the central bank turning hawkish.

MPC minutes from the December meet showed members agreeing on growing risks emanating from the
spread of the Omicron variant of COVID-19 - which was seen as justifying a hold on the rates front by most
of the members. Language on inflation noted risks, but still indicated potential for topping out in Q4 through
the bullwhip effect, arrival of winter crop and government supply-side measures, with some members also
indicating that monetary policy might weaken future demand, while inflation was still seen as a supply-side
problem. Despite this, there appeared to be support for the use of fine-tuning mechanisms to raise effective
rates that would not constitute formal tightening - retaining flexibility over the uncertain period. The MPC
members’ comments indicate suspicion of growing discomfort around inflation with low confidence on growth
prospects, and we continue to see the RBI using informal tightening measure like the management of
liquidity and macro prudential policy to fine-tune their response to the evolving situation. Only when
confidence in the recovery is durable, will blunt tools like rate hikes be used - but by then, the action will
likely only reaffirm what markets already know.

G-sec yields inched up earlier in the quarter on chatter of additional spending after a supplementary demand

for grants was filed in Parliament. This upside was short-lived after the MPC indicated no rush towards
formal tightening, with some respite also seen from lower-than-expected headline CPI inflation. Yields rose
again, and traded with an upward bias for the rest of the quarter tracking rise in treasury yields and more

hawkish outcomes from global central banks as stated above. The selling was most pronounced across the
shorter end of the curve after the RBI started conducting short tenor VRRR auction, with a likely intent of
reducing the availability of liquidity at fixed rate reverse repo rate.
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RBI INTERVENTION TO KEEP INR STABLE
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* USD/INR was bought early in the month tracking strength in the USD, with the spread of the Omicron
causing risk aversion.

* This buying took spot above 75.50 early in the month, with fresh COVID related restrictions announced in
countries including UK, Germany, Denmark and Poland.

* The pair was further bid higher after the FOMC front loaded tightening by doubling the pace of tapering QE
as well as prompting the need to reduce the size of its balance sheet, with indications of transitory inflation
being dropped — leading the pair to rise to 76.30.

« This upmove in spot INR was also aided by weakening of the EMFX complex, notably TRY (following a 100-
bps rate cut by the central bank) and ZAR (on risks around rising Omicron COVID infections).

* The pair was consistently offered in the second half of the month on statements from health officials
indicating that the new variant was unlikely to result in severely adverse health outcomes, though sharp
downside was limited on rising COVID infections in India.
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DEBT AND MACRO ECONOMIC OUTLOOK
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Food keeps headline CPI lower than expected, though metals keep WPI inflation

elevated

= Protein rich items brings about lower MoM food increases leading CPI inflation to 4.91% vs 5.3%
expected.

= Core inflation (ex food, pan and fuel) remains elevated at 6.21% vs 6.17% previously.

= WPI inflation at record high of 14.23% YoY vs 12.54% previously driven by global metals, food and
fuel prices.

IIP growth steady in Oct, continues above 2019 levels despite weakness in consumer

durables

= |IP up 3.2% YoY vs 3.3% prev, with strong prints from steel, cement and primary goods offset by
weaker auto.

India Q2 current account flips the deficit in line with widening of trade deficit
= Q2 current account recorded a deficit of 1.3% of GDP compared to a surplus of 0.9% in Q1 surplus,
on recovery in imports.

Fiscal metrics until Nov indicate potential for outperformance of FY22 BE targets

= Apr-Nov fiscal deficit came in at just 46.2% of BE targets- helped by upbeat collections in both direct
and indirect taxes.

= Revenue expenditure (ex-interest & subsidies) was muted, and hitherto strong capex peters out.

Major challenges for RBI MPC are as under:

= Economy has started showing persistent price pressures which can impact CPI headline and core
inflation and RBI MPC can be forced to move the rates higher despite uncertainty of Covid

= Improved growth outlook would add to credit cycle and crowd out government borrowing which
would put pressure on bond yields

= Growth drivers can also put pressures on import data and widening trade deficits can impact
currency

= Rising inflationary trends will also put pressure on RBI to return to normalization quicker and absorb
huge surplus durable liquidity which RBI has already showed the glide path

= Quicker than anticipated reversal of monetary policies by Fed and other global central banks would
add pressure on RBI to move the rates quicker

A faster-than-expected recovery, rising consumer confidence, and the resultant spending spike
continues to keep the growth forecast optimistic. The near-term risks augmenting inflation trajectory
are— rising food inflation, transmission of higher raw material prices to output inflation, continued pass-
through of rising Brent crude to domestic fuel prices, and spillover of persistent global inflationary
pressures. Over the medium term, inflation and potential monetary policy normalization will play an
important role in shaping the interest rate trajectory. We expect market interest rates to move higher
gradually over the period in CY22, while witnessing intermittent volatility. Given these scenarios of high
uncertainty over the interest rate trajectory, it would be prudent for investors to be conservative. Given
that, with the economies healing in India growth should continue to pick up (albeit a bit unevenly) on
the assumption that we may not witness severe lockdowns as seen in second wave due to break out of
new variant of covid-19, and accordingly inflationary expectations and interest rate cycle will need to be
recalibrated. It is expected that the RBI shall take requisite measures going forward to support growth
and ensure surplus liquidity in the banking system, with a dual objective of improving the financial
conditions and managing the yield curve. We remain constructive on the short to medium
end of the yield curve. Medium Duration Funds, Short Duration funds, Corporate Bond
funds, Banking & PSU Debt funds, Floating Rate Bond funds, Money Market funds,
Low Duration funds and Ultra Short Duration funds can be considered by investors with an
investment horizon commensurate with the maturity and duration of the schemes, due to their steady
accrual profile yields. Having said this, one should consider aspects such as exit load, capital gains tax
and asset allocation amongst others while evaluating their investment options.

Source: Axis Bank Economic Research, Axis Bank Investment Research
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PAST PERFORMANCE (CAGR % RETURNS AS ON 31st DECEMBER, 2021)

ICICI Prudential Gilt Fund 3.76 8.09 8.99
IDFC G Sec Fund - Invt Plan 2.05 7.70 9.52
Nippon India Gilt Securities Fund 1.81 6.40 8.35
SBI Magnum Gilt Fund 2.99 7.25 9.18
UTI Gilt Fund 2.27 6.18 8.03

ICICI Prudential Long Term Bond Fund 0.40 5.57 7.71
Nippon India Nivesh Lakshya Fund 0.82 6.93 8.83

Axis Dynamic Bond Fund 3.90 8.02 8.99
ICICI Prudential All Seasons Bond Fund 4.29 7.95 8.68
IDFC Dynamic Bond Fund 1.75 7.19 8.44
Kotak Dynamic Bond Fund 3.18 7.35 8.58
Nippon India Dynamic Bond Fund 2.74 6.94 7.44
SBI Dynamic Bond Fund 1.95 6.07 8.24

ICICI Prudential Bond Fund 2.86 7.08 8.33
IDFC Bond Fund - Income Plan 1.24 6.37 7.69
Kotak Bond Fund 2.44 7.23 8.24
SBI Magnhum Income Fund 3.59 7.52 8.90

Data Source: ICRA MFI Explorer
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PAST PERFORMANCE (CAGR % RETURNS AS ON 31st DECEMBER, 2021)

Axis Strategic Bond Fund 5.21 7.81 7.56
DSP Bond Fund 3.43 6.64 5.42

Invesco India Medium Duration Fund

Aditya Birla Sun Life Corporate Bond Fund 4.04 7.88 8.45
Axis Corporate Debt Fund 3.68 7.53 7.04
HDFC Corporate Bond Fund 3.90 7.77 8.62
IDFC Corporate Bond Fund 3.67 7.53 7.85
Kotak Corporate Bond Fund - Std 3.76 6.66 7.64
L&T Triple Ace Bond Fund 3.76 7.98 9.50
Nippon India Corporate Bond Fund 4.71 7.08 7.31
UTI Corporate Bond Fund 3.43 7.15 8.55

Short Duration Funds |

Axis Short Term Fund 3.48 6.75 7.74
HDFC Short Term Debt Fund 3.86 7.34 8.13
IDFC Bond Fund - Short Term Plan 3.38 6.47 7.55
Kotak Bond Short Term Fund 3.28 6.58 7.56
L&T Short Term Bond Fund 2.96 6.27 7.27
Nippon India Short Term Fund 4.42 6.91 7.72
SBI Short Term Debt Fund 2.77 6.25 7.31
UTI Short Term Income Fund 8.38 9.41 4.78

Data Source: ICRA MFI Explorer
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PAST PERFORMANCE (CAGR % RETURNS AS ON 31st DECEMBER, 2021)

Aditya Birla Sun Life Banking & PSU Debt Fund 3.59 7.18 8.08
Axis Banking & PSU Debt Fund 3.39 6.44 7.78
HDFC Banking and PSU Debt Fund 3.66 7.05 8.10
IDFC Banking & PSU Debt Fund 3.41 7.09 8.44
LIC MF Banking & PSU Debt Fund 2.57 5.52 6.94
Mirae Asset Banking and PSU Debt Fund 3.39

Axis Floater Fund

DSP Floater Fund = - -
IDFC Floating Rate Fund -- = -
Tata Floating Rate Fund

HYBRID FUNDS

PAST PERFORMANCE (CAGR % RETURNS AS ON 31st DECEMBER, 2021)

Axis Regular Saver Fund 10.59 12.17 8.65
ICICI Prudential Regular Savings Fund 9.90 10.41 10.13
Kotak Debt Hybrid Fund 13.30 13.56 12.75

NIFTY 50 Hybrid Composite Debt 15:85 Index 10.38 10.86

Data Source: ICRA MFI Explorer
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PAST PERFORMANCE (CAGR % RETURNS AS ON 31st DECEMBER, 2021)

e 09 —

HDFC Asset Allocator Fund Of Funds

DEBT (FOP e ———

Axis All Seasons Debt Fund of Funds 4.86
BHARAT Bond ETF - April 2023 4.24 7.56 --
BHARAT Bond ETF - April 2025 4.73 -- --
BHARAT Bond ETF - April 2030 5.23 9.11 --
BHARAT Bond ETF - April 2031 4.93

Axis Global Equity Alpha Fund of Fund 22.30

Axis Global Innovation Fund of Fund == - -

DSP Global Allocation Fund 7.34 14.04 15.43
Franklin India Feeder - Franklin U.S. Opportunities 18.74 31.28 32 25
Fund

Invesco India - Invesco Global Consumer Trends Fund 703 _ _

of Fund
IDFC US Equity Fund of Fund

Nifty 500 TRI 31.60 24.52 19.11

Data Source: ICRA MFI Explorer
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The report and information contained herein is of confidential nature and meant only for the selected
recipient and should not be altered in any way, transmitted to, copied or distributed, in any manner and
form, to any other person or to the media or reproduced in any form, without prior written approval of Axis
Bank. The material in this document/report is based on facts, figures and information that are obtained
from publicly available media or other sources believed to be reliable and hence considered true, correct,
reliable and accurate but Axis Bank does not guarantee or represent (expressly or impliedly) that the
same are true, correct, reliable and accurate, not misleading or as to its genuineness, fitness for the
purpose intended and it should not be relied upon as such. The opinion expressed (including estimates,
facts, figures and forecasts) is given as of the date of this document is subject to change without
providing any prior notice of intimation. Axis Bank shall have the rights to make any kind of changes and
alterations to this report/ information as may be required from time to time. However, Axis Bank is under
no compulsion to maintain or keep the data/information updated. This report/document does not mean
an offer or solicitation for dealing (purchase or sale) of any financial instrument or as an official
confirmation of any transaction. Axis Bank or any of its affiliates/ group companies shall not be
answerable or responsible in any way for any kind of loss or damage that may arise to any person due to
any kind of error in the information contained in this document or otherwise. This document is provided
for assistance only and should not be construed as the sole document to be relied upon for taking any
kind of investment decision. The recipient is himself/herself fully responsible for the risks of any use made
of this information. Each recipient of this document should make his/her own research, analysis and
investigation as he/she deems fit and reliable to come at an independent evaluation of an investment in
the securities of companies mentioned in this document (including the merits, demerits and risks
involved), and should further take opinion of own consultants, advisors to determine the advantages and
risks of such investment. The investment discussed or views expressed herein may not suit the
requirements for all investors. Axis Bank and its group companies, affiliates, directors, and employees
may: (a) from time to time, have long or short positions in, and deal (buy and/or sell the securities)
thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such
securities and earn commission/brokerage or other compensation or act as advisor or lender/borrower to
such company (ies) or have other potential conflict of interest with respect to any recommendation and
related information and opinions. The applicable Statutory Rules and Regulations may not allow the
distribution of this document in certain jurisdictions, and persons who are in possession of this document,
should inform themselves about and follow, any such restrictions. This report is not meant, directed or
intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction, where such distribution, publication, availability or use would
not be in conformation to the law, regulation or which would require Axis Bank and affiliates/ group
companies to obtain any registration or licensing requirements within such jurisdiction. Neither Axis
Bank nor any of its affiliates, group companies, directors, employees, agents or representatives shall be
held responsible, liable for any kind of consequential damages whether direct, indirect, special or
consequential including but not limited to lost revenue, lost profits, notional losses that may arise from or
in connection with the use of the information. Prospective investors and others are cautioned and should
be alert that any forward-looking statements are not predictions and may be subject to change without

providing any notice. Past performance should not be considered as a reference to future performance.
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The disclosures of interest statements if any included in this document are provided only to enhance the
transparency and should not be construed as confirmation of the views expressed in the report. The views
expressed in this report reflect the personal views of the author of the report and do not reflect the views of
Axis Bank or any of its associate and group companies about the subject company or companies and its
or their securities.

This document is published by Axis Bank Limited (“Axis Bank”) and is distributed in Singapore by the
Singapore branch of Axis Bank. This document does not provide individually tailored investment advice.
The contents in this document have been prepared and are intended for general circulation. The contents
in this document do not take into account the specific investment objectives, financial situation, or
particular needs of any particular person. The securities and/or instruments discussed in this document
may not be suitable for all investors.

Axis Bank recommends that you independently evaluate particular investments and strategies and
encourages you to seek advice from a financial adviser regarding the suitability of such securities and/or
instruments, taking into account your specific investment objectives, financial situation and particular
needs, before making a commitment to purchase any securities and/or instruments. This is because the
appropriateness of a particular security, instrument, investment or strategy will depend on your individual
circumstances and investment objectives, financial situation and particular needs. The securities,
investments, instruments or strategies discussed in this document may not be suitable for all investors,
and certain investors may not be eligible to purchase or participate in some or all of them.

This document is not an offer to buy or sell or the solicitation of an offer to buy or sell any security and/or
instrument or to participate in any particular trading strategy. Axis Bank, its associates, officers and/or
employees may have interests in any products referred to in this document by acting in various roles
including as distributor, holder of principal positions, adviser or lender. Axis Bank, its associates, officers
and/or employees may receive fees, brokerage or commissions for acting in those capacities. In addition,
Axis Bank, its associates, officers and/or employees may buy or sell products as principal or agent and
may effect transactions which are not consistent with the information set out in this document.

Axis Bank and its affiliates do business that relates to companies and/or instruments covered in this
document, including market making and specialized trading, risk arbitrage and other proprietary trading,
fund management, commercial banking, extension of credit, investment services and investment banking.
Axis Bank sells to and buys from customers the securities and/or instruments of companies covered in this
document as principal or agent.

Axis Bank makes every effort to use reliable and comprehensive information, but makes no representation
that it is accurate or complete. Axis Bank has no obligation to inform you when opinions or information in
this document change. Facts and views presented in this document have not been reviewed by, and may
not reflect information known to, professionals in other Axis Bank business areas, including investment
banking personnel. Axis Bank accepts no liability whatsoever for any loss or damage of any kind arising
out of the use of the contents in this document. Axis Bank’s comments are an expression of opinion. While
Axis Bank believes the statements to be true, they always depend on the reliability of Axis Bank’s own
credible sources.

Disclaimer for DIFC branch:

Axis Bank, DIFC branch is duly licensed and regulated in the Dubai International Financial Centre by the
Dubai Financial Services Authority (“DFSA”). This document is intended for use only by Professional
Clients (as defined by Rule 2.3.2 set out in the Conduct of Business Module of the DFSA Rulebook) who
satisfy the regulatory criteria set out in the DFSA’s rules, and should not be relied upon, acted upon or
distributed to any other person(s) other than the intended recipient.

Axis Bank Ltd. is acting as an AMFI registered Mutual Fund Distributor under the ARN code of ARN-0019



