CANARAROBEeCO Feb'25
Equity Market Update

> Inthe month of Jan’25, Nifty 50 dropped slightly by -0.58% amid rupee's record fall against
the U.S. dollar, broad-based sell-off across the sectors on concerns over weak corporate
earnings in Q3 FY'25 and continued foreign fund outflows.

> Foreign Institutional Investors (Flls) were net sellers in Indian equities to the tune of X -
78027.13 crore.

> Gross Goods and Services Tax (GST) collections in Jan’25 stood at Rs. 1.96 trillion, second
highest collection in the FY'25, mostly driven by festive demand, representing an 12.3% rise
on a yearly basis and this points towards the growing trajectory of the Indian economy.

> The combined Index of Eight Core Industries (Refinery Products Industry, Electricity, Industry,
Steel Industry, Coal Industry, Crude Oil Industry, Natural Gas Industry, Cement Industry,
Fertilizers Industry) increased by 4.0% YoY in Dec 2024 as compared to 5.1% growth in Dec
2023. All the components of the Eight Core Industries witnessed growth in Dec 2024 over
the corresponding month of last year except natural gas, with coal production witnessed
the highest rate of growth with 5.3% followed by steel and electricity with 5.1% each, while
crude oil rose the least by 0.6% followed by fertilizers by 1.7%

» However, at the end of the month, sentiment was boosted after RBI announced several
measures to inject over Rs. 1lakh crore liquidity into the banking system, which also raised
the expectations of policy easing by the RBI in its Feb’25 monetary policy meeting.
Additionally, there was a decline in global crude oil prices which boosted the sentiments.

» Globally, U.S. equity markets increased as investors reacted favorably to a number of
positive announcements and earnings reports, as well as ongoing optimism about possible
interest rate cuts by the U.S. Federal Reserve. News that the U.S. President will announce
private sector financing for the construction of artificial intelligence infrastructure bolstered
gains. European equity markets rose after the European Central Bank delivered a widely
expected 25-basis point interest-rate cut on 30t Jan’25 and guided for a further reduction
in Mar'25 due to concerns about economic growth. However, concerns regarding the U.S.
President’s tariff threats and policies weighed on market sentiment. The closing of the Asian
equity markets was uneventful. As concerns about a recently released Chinese artificial
intelligence model negatively impacted technology shares, the Japanese markets
plummeted. The market's attitude was further impacted by worries about the US tariff
proposals.
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Note: The past performance may or may not be sustained in the future.

Source: MFI Explorer, ICRA Analytics Ltd. Data as on: 37 Jan"25



Equity Market Outlook

The FY26 Union Budget was set in the context of a) need to stick to the fiscal prudence and b) need to support
demand given the economic slowdown. Amid this pull and push, the budget has tried to play a balancing
act, with continued fiscal consolidation while lowering tax rates for the middle class to support consumption.
The Gross Fiscal Deficit (GFD) for FY26 is targeted at 4.4% of GDP against 4.8% of GDP in FY25. Budget laid
out the fiscal roadmap for next 5 years in terms of lowering India’s debt to GDP by 6-7% by FY31. Overall, this
Budget reinforces government’s commitment to fiscal prudence, though the revenue targets look little
optimistic for FY26E. The budget has achieved balance beautifully. While there is a consumption boost, the
capex allocation has continued to grow at > 10%. While the road and railways have slowed; the defense
spending and rural areas has remained healthy. Rural and consumption has clearly returned as focus area
after long time.

Beyond fiscal math, the derequlation/ease of doing business has been the key theme of the Budget. Budget
has emphasized there is a need to ease permissions, documentation, certifications and licenses specifically
for Micro, Small and Medium Enterprises (MSMEs), which would work to increase employment as well. From
equity markets standpoint, consumption segments are likely to benefit. As regards portfolio, we maintain
our quality/defensive bias and prefer barbel strategy with a mix of consumption and domestic cyclicals
including capex plays.

Markets have corrected by 10-15% over last 6 months. The froth in the market to a great degree has been
taken out. Nifty now trades at 18XFY27; though the mid and small caps still remain expensive as compared
to historical valuation multiples. We expect (like consensus) that the earnings to gradually start normalizing;
as both capex and consumption pick up from FY25 lows. We are gradually turning constructive given the
expected earnings over FY25-27E (Consensus) and valuations correction which is underway as a combination
of time and price correction over last 6 months.

Source: ICRA MFI Explorer

Disclaimer:

The information used towards formulating the outlook have been obtained from sources published by third parties.
While such publications are believed to be reliable, the opinions expressed in this document are of personal nature and
does not constitute the views of Canara Robeco Asset Management. It is hereby expressly stated that, neither the AMC,
its officers, the trustees, the Fund or any of their affiliates or representatives assume any responsibility for the accuracy
of such information or the views thereof. Statements/ opinions/recommendations in this communication which contain
words or phrases such as “will”, “expect”, “could”, “believe” and similar expressions or variations of such expressions
are “forward — looking statements”. Actual results may differ materially from those suggested by the forward-looking
statements due to market risk or uncertainties. The above is only for information purpose and do not constitute any
guidelines or recommendation on any course of action to be followed by the reader. Recipients of this communication
should rely on information/data arising out of their own investigations. Readers are advised to seek independent
professional advice, verify the contents, and arrive at an informed investment decision before making any investments.
Readers shall note that the Fund may or may not have any future position in mentioned sector/Industry. Investor shall
note that there is no assurance or guarantee that the investment objective of the scheme will be achieved. Further,
CRMF, its Sponsors, its Trustees, CRAMC, its employees, officer, Directors, etc. assume no financial liability whatsoever
to the user of this document. This document is for general information purposes only and should not be construed as
solicitation to invest in the Mutual Fund schemes.

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



