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Expect the Unexpected

As everyone looks forward to 2024, the street is trying to predict the new theme which will catch the eye. In 2020,
it was the pandemic. In 2021 supply chain issues plagued companies and consumers. By 2022, inflation hit a fever
pitch. In 2023, markets were fearful amidst global ebbs and flows. The recent rally and worries about the national
election outcome have puzzled investors for 2024, with some being concerned that the markets are expensive.
While the theme changes every year, one thing is consistent: they usually fade and give way to the next big thing,
reminding investors not to allow distractions to derail them from their investment plans.

Snapshot: 2020 - 2023

Calendar Year Expectation Mr. Market - Nifty50
2020 Fear due to the onset of the pandemic 16.1%
2021 Supply chain issues 25.6%
2022 Inflation concerns 5.7%
2023 Global/Geo-political threats 21.3%
2024 Elections outcome/Expensive Valuations? ?

Source: AAA Research

As seen above, markets have taken investors off-guard. In many ways, each year can be used as evidence that
investors must learn to “expect the unexpected” - Indian markets surged massively despite global concerns, the
U.S. economy avoided a recession, and the Federal Reserve pushed interest rates higher. AAA accurately
recommended investors to increase their participation in public equities, as highlighted in our July's newsletter -
Nifty50 at 19000, the best is yet to come.

Rather than estimating the theme over the next year, we believe it is more effective to holistically assess the
markets from a long-term perspective and review the intrinsics.

Growth so far

Growing at 6.5% on a yearly basis, India is unquestionably the fastest growing economy in the world in real terms.
However, when looked at this growth in relative terms, India’s resilient footing stands out as the global real GDP
growth for FY23 was less than half of India’s at approximately 3%. Now, with the inflation probably behind us, the
macros seem to support the thesis of a better global economic outlook going forward. This would translate into
further accelerated growth for India, as exports would pick up again, and the horizon of opportunities would widen.

Growth Quality

The quality of earnings bears great testimony to a company's resilience. Leverage levels, ROCE, and cash
conversion cycles should all be given careful consideration during the process. The quality of Indian companies has
improved over the past decade as the median net debt to equity reduced from 0.26x in FY13 to zero in FY23, as
outlined in our October 2023 newsletter,

Consistency of Growth

Sensex increased five times between 2003 and 2008, marking the heyday of the stock market, with an annualised
EPS growth of 32%. For the first time post GFC, this pattern of consecutive double digit earnings growth can be
seen repeating over the past three years, albeit in a smaller way. Nifty has delivered double digit earnings growth,
with the upcoming year to be on track for a 15% EPS growth as well. Thus, we could see this earnings growth trickle
down to the market, which can prove to be rewarding for investors positioned advantageously to benefit from the
same.

Sustainability of Growth

The markets have an eye on the future rather than the past. Although predicting the future is akin to being an
astrologer, it is crucial to regularly assess the foundational elements. The digitalization of the economy, PLI, and
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the push for infrastructure all suggest that the real economic growth trajectory at the current 6% annual pace will
hold for the foreseeable future. This suggests a 12% revenue rise for Indian companies, and a range of 13% to 15%
revenue growth for the organised sector. Given the reduced levels of leverage, margins can rise in the presence of
robust demand and benign raw material costs, effectively resulting into 15%+ sustainable earnings growth.

Market Outlook

As all four growth parameters seem to be in favour, we are bullish on the markets in the long-term. On the valuation
front, Nifty's valuation ~20x PE FY25E does not seem to be exorbitant, as the last seven-year P/E hovers around
~19x. With that being said, there are some pockets of exuberance, particularly in the micro-cap and small-cap
buckets. We continue to remain QuAgile, and eagerly optimising all opportunities consistent with our philosophy
of "Protect Capital, Create Wealth”.

AAA PMS Performance

Compounded Annual Returns (%) 2 Years 3 Years 5 Years 10 Years Since inception™
AAA 1OP PMS 28.3% 13.8% 20.7% 17.7% 20.2% 18.8%
BSE 500 TRI (Benchmark) 26.5% 15.1% 20.4% 17.6% 16.1% 13.0%
BSE Midcap TRI 47.2% 22.9% 28.6% 20.4% 20.0% 14.5%
BSE Smallcap TRI 48.8% 21.4% 34.2% 24.9% 21.7% 14.3%
Nifty 50 TRI 21.3% 13.2% 17.2% 16.2% 14.6% 12.2%
Compounded Annual Returns (%) 1Year 2 Years 3 Years 5Years Since inception#

AAA FOCUS PMS 17.6% 9.8% 15.8% 16.4% 14.4%

BSE 500 TRI (Benchmark) 26.5% 15.1% 20.4% 17.6% 13.6%

BSE Midcap TRI 47.2% 22.9% 28.6% 20.4% 16.4%

BSE Smallcap TRI 48.8% 21.4% 34.2% 24.9% 16.7%

Nifty 50 TRI 21.3% 13.2% 17.2% 16.2% 12.3%

Compounded Annual Returns (%) 1Year 2Years Since inception@

AAA Budding Beasts PMS 47.1% 24.1% 32.3%

BSE 500 TRI (Benchmark) 26.5% 15.1% 20.4%

BSE Midcap TRI 47.2% 22.9% 28.6%

BSE Smallcap TRI 48.8% 21.4% 34.2%

Nifty 50 TRI 21.3% 13.2% 17.2%

(AAA Emerging Giants PMS Plan has been renamed as AAA Budding Beasts PMS Plan)

*(23 Nov 2009 - 31 Dec 2023); #(17 Nov 2014 - 31 Dec 2023); @(01 Jan 2021 - 31 Dec 2023)

Performance is after all expenses and fees from April 2018 onwards. Prior to April 2018, the performance is after all expenses and Fixed
Management fees. Index performance is calculated using Total Return Indices, as per SEBI guidelines.

Note: Returns of Individual clients may differ depending on the time of entry in the strategy. Past performance may or may not be sustained in
the future and should not be used as a basis for comparison with other investments. Performance related information provided herein is not

verified by SEBI.

For further details please contact: investorservices@alfaccurate.com; www.alfaccurate.com

Equity Investments are subject to market risks , read all plan related documents carefully.
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