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US Markets Recap:
A month of strong
gains

(Major indices rose
around 4.50% to 6.5%)

Dedr Esteemed Clients,

The much-aowaoited gencral clection results
unfolded with o minor twist. Incumbent
government has got the requisite mondaoto
together with its coalition partners, which in
all probability cnsures continuity of policy
framoework and dircctional initiotives. Nothing
more pleoses the morkets/busincss housos
then stable structural policy cnvironmont.
Mormol cconomic push and pulls con be ably
baolonced with stable policies

This lettor oncapsaulates tho critical
devolopmaonts ocross giobal markets,
providing insights into the mocro-cconomic
developments and significant trends that
haye shoped the past month. Cur analysis 15
daoto-dniven, offening o detailed perspective
on thic US, Europeon, UK. Asian, and Indion
markots. As always. our aim is to equip you
with tho knowlocdgo nocossary to mako
informod mvestment docisions.

Tho US economy cxhibited resilicnce amidst
slightly taoporing growth. The mocro- coonomic
indicators point to o robust underiying
cconomy undorgoing consolidation. The
annualized GOP growth rate was reviscd down
to L3% for QICY24 from the provious reading of
LE%. which optically looks like o marked
slowdown from the robust 3.4% growth scon in
the fourth quarter of 2023 A decp dive and a
littic bit of shredding present a different story

This decéleration wos mainly due to two
foctors, first being surge in mports and
soCcond was reduction in business Invertoncs,
which usually tend to fluctuate from quartor
to quarter. Numencally, in QICY24 imports
subtracted more than 1¢ point from lost
quarter s growth, and reduction in businoss
inventorics took off a nearty holf o percentage
point, odjusting for tho two the pro-formao
growth could hove boen in cxcess of 2.50%
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Consolidation wos observed in consumer
sponding as well os state & local governmont
sponding. In nominal torms, QICY24 GDP rosc
by 4.3% annualiscd rate. omounting to an
increasc of 325989 bilion, bnnging the total to
528.26 trilion in QL

Othor poramoctors, like house prices havo
climbed to all-time hrghs {dczpltc high
mortgoge ratos for now I::u':,-'n:rs:l, the modian
salos price for now houses stood at 5433.6500
while the averoge soles price was 5505700
The labour market remaoing strong, with tho
unemployment rate at 3.80%, o sub-4% level
for the 27th consocutive month. Initiol jobloss
ciaims for unomploymaont bencfits aro
oscillating n the lower band of 2,05,000 to
225,000 on o weckly basis.

LS consumer confidence recovercd to o
reading of 102 from an upwardly revised 97.50
in April. Pick up in corporate profits, capital
goods order and personal savings augurs
wall, Now orders for non-defonce copital
goods, cxcluding aircraft rose by 0U3% in April,
following o slight dip in March. Core copital
goods orders jumpod by 1.2% year-on-yoar,
indicating sustained mvestment in busincas
cquipmont. Shipments of these goods
increased by 0.4%. following a 0.3% decline in
March.

There has becn a significant nse in personal
disposal incomc, which increosed by 52667
billion. or 5.3 porcent. in tho first quarter, an
upward revision of $40.5 billion from tho
previous estimatc. Real disposable personal
income ncreased by 1.9 percent, an upward
revision of 0.8 percentage points.

Inflotion, as measurced by the Personaol
Consumption Expenditures (PCE) Price
Index, rermained stoble ot 27% year-on-yoar
in April, consiztent with the provious month's
increasc and aligning with market

cxpoctations. In ine with consumer pricos,
which also saw a moederate increaso, CPl roso
by 0.3% in April, down from a run rote of 0.4%
rsc in the previous two months. Yoor-on-yoar,
the CPlincreoscd by 3.4%, and the core CPY,
excluding food and cnorgy, retreated to 3.6%

Cwiorall, US economy s shaping up finc.
Coution being the voluation of cguitics

Major indices ore troding ot or near

aifl- time highs discounting 1 year
forward camings (Cy24) ot o PER {pr‘:c‘.tr
to carnings ratio) of - 22x which is ot
higher end of histoncal valuation
multiples. Weo cxpect time corroction

in US markets with conscolidation ina
narrow bond till their Presidoentiai
clection in November 24
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stroight month to 2.2% in Apnil, staying above
the central bank's 2% target.

The country’s trade balance recorded o
deficit of 5298 billion in April os both cxports
and imports rosc by B.3% Tho scrvicos scctor
showed strong growth, with the scrvices PMI
nsing to 54.3 in April, the highost in eight
months. Meanwhile, manufocturing activity
contracted at a slower paca, with tho PMI
improving to 49.6. Foctory output and retail
salos also showed positive trends, with
gutput rising 3.8% in Morch and retaoil solos
growing by LEE, marking the 25th
consccutive month of cxpansion.

Owverall Asion morkets ended with minor
gaoins and lossos for tho month of May. Hang
scng index outperformed others notching
+178% in May. For the colendar year 2024 so
far, Japan is at top of table with goins of
-+15%, followod by China —+6% & Indio - +3.6%

Indian Market:

Resilient Growth and Strong
Economic Indicators

Indios economic performoncic outclassed oll
other rolovant oconomios. ticking of afl
boxes. Reol GODP grew by +7.8% (YY) for

Q4FY 24, taking the full-yoar growth for FY24
to 8.2% up from 7% in FY23. Total net tax
coflocctions for FY24 were ot time high of -Rs.
2327 lakh cores. Fiscol deficit ot 5.860% was G
beat on governments own previously revised
cstimato of 5.8% aidoed by higher revenuc
coflection. curtallod revonuo oxponaditure
and fatter denominator (GDP number),

Governmant woll on path towards ochieving
its target of bringing down fiscaol doficitto
4.50% of GDP in near futurc on bock drop of
improvirg dircctand indirect tox colloctions.
G5T collection for the month of May come at
Rz 173 lokh crorcs aonincroaso of 410% "r',n'L'f
whilz for month of April it stood ot Rs. 210 lakh
croros (H12.40% Y/Y),

Corporates delivercd one of the bost
quarterty and yoarly cornings. Nifty 50
delivered EPS growth of -22% in FY'24 over
FY23. Looking ot aggregotes prescentod a
similar picture. Net profit oggregoto of 484
compaonies under study grow by 28% for FY24
(¥/¥}. ied by financials.

Highlight of Q4FY24, caornings were sustaincd
margins, better capacity utilization.
improved volume growth whilc lock of
pricing power lod to mid-singlc digit revenuc
growth. IT companics lowored thoir
outiook/guidance while delivering mid-single
digit profit growth. Banks and NBFC's arc
iooking forward to credit growth of around
15-16% in FY'25.
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We belicve it would be o challengeo for
corporato india to maintain samo lovef of
oporating margins in FY25, having regord to
recont flarc up in commadity prices, ongoing
capocity cxpansions and lack of pricing
POWCT.

Our interoctions with various management's
suggest discretionary spending is going to
tako a hitin FY25 as focus shifts back to cost
control moasures in light of moderation in
business growth cxpoctation

Voluation wisc markets are troding ot

cxpensive multiplos with zero scope of misses.

The market capitalzation to GDP ratio has
rcached o 15-yoar high of 140.2% os of March
2024 Equirty risk premium has climbeod to
250% which iz on back drop of 50 bosis points
drop in carmings yield (from 510% in FY22 to
480% in FY24).

For cquity nsk premium to sustain cbove
2.50%, camings growth should come in CXcoss
of 25% for FY 25 given constant 10-Yr bond
yiclds. Any ntcrost rate cut would further

lcod to nse in cquity nsk premivm due to
correction in 10-year bond yiclds.

Though, continuity of incumbont government
at contor augurs well. Arithmeticolly o dream
budget roll out should be on cards, cnabled
by higher than carlicr estimoted tax and
nor-tox revenuc visibility. India Inc.

will howve to do a tight rope walking whilo
boloncing capenses both oporating and
copital, maintoining pricing, building in highcr
input cost pass-on capabifities and coming
out with schemoes or products which sustains
andfor better volume growth prospects. The
Jokers in pack oro rnsing commodity inflation
lod by Chinese cconomic recovory and the
ather one - In cose Monsoons weaken from
projoctions.

Having rogard to all obove foctors, we rcrnain
constructive on indian cquitics from o
medium to long term perepoctive. Corrections,
will bc an opportunity to accumulate quality
componics ot lower lovels.,

We extend our sincore grotitude to oll
invostors for their continued trust and
confidenco in our platform. Your unwavonng
support fuels our commitment to providing
robust investment opportunitics and
fostoring growth in the market. As we move
forward, wo remain dedicoted o delivering
ocxcollence, tronsparency, and innovation to
support your investment joumaoy.

Togethor, wo will navigote tho cver-ovolving
londscope of the Indion morkets, seing
opportunitics and overcoming challiecngos.
to achicve mutual success and prospornty.
Thank you for choosing us as your portner
in the joumnmcy towards finonciol growth

and prosperity.

Warm Regards,

mr. Senthilkumor Naidu
Business Hood. CSec

FINSPHERE

e JELLE



European and
UK Markets:

Interest Rate Uncertainty
Amid Mixed Economic
Signals

For QICY24 the curo orea's GDP grow by
0.3% quarter-on-quarter, rocovering from
provious quartor (Q4CY23) contraction
The curozone posted a €241 billion trode
surplus in March, despite a doclino n
both oxports and imports. While in May
curozrone inflaotion rose to 28% with core
inflotion increasing to 2.9%, howoveor
market participants arc hopoful of an
cconomic stimulus through intercst rato
cut by ECH.

The UK's contral bank-mointained intorost
ratos ot 5.25% amid mixed signaols, with
inflation falling to 2.3% in Apnl whilc
producer prices showing shght incroases.
The UK's PMI indicos wore miked, with
adecline in sorvices but improvemoents in
manufoctunng. Gormaony out performod
cthier cconomics in Europe which were
largely flot with minor gains.

Asian Markets Recap:
China stealing the show!

Chinesc cconomy oppeors to be backon
accelerated growth poth. Looking at post
fow yeors trend. Chinesc government usually
dolc out some form of coconomic stimulus in
last quarter of a colendar yoar which plays
out in first ond sccond quarter of subscquent
yoar, thoreafter the growth offoct fizzlos out

Charting the same course China's industrial
profits rose by 4.3% yoar-on-yoor for Jonuary
to April, consistent with the first quarter's
mcreasc Jury 1s divided whether now found
manufoctunng growth momentum can
sustain and stride furthor.

Japan s cconomic indicators painted a
mixed picture. Jopan's GOP controcted at an
annualized rate of 2% in Ql. worse than
cxpoctod, while wholesale inflotion rosc by
0.8% Core inflation slowed for the soccond
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