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Market Macros
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US was the best performing market for 2024.
However, the weakness in December shows

some cracks may have opened up.

Asset Current ™M 3M 6M 12M
Equities

Nifty50 23,645 -20% -84% -1.5% 8.8%
S&P500 5882 -25% 21% 7.7% 23.3%
Nasdaq 21,012 0.4% 4.7% 6.8% 24.9%
UK 8,173 -14% -08% 01% 57%
Japan 39,8904 44% 52% 0.8% 19.2%
China 3,935 05% -21% 13.7% A%

Rapidly rising US 10y yields made the US
Fed turn hawkish in December

Precious metals have been the best

amongst all

asset

classes

in  2024.

However, continuous rise in USD has put a
break in their performance over the last

three months.

other major markets

Japan’s outperformance in December is most
notable given flat to negative performance in

Asset Current ™M 3M 6M 12M
Debt

IN10y Yield 6.76 0.1% 0.1% -3.6%  -5.8%
US10y Yield 4.57 9.4% 20.9% 3.9% 18.3%
Commodities

Gold (US$/0z) 2624 -1.0% -0.4% 12.8% 27.2%
Silver (US$/0z) 2890 -5.6% -7.2% -0.8% 21.5%
Crude QOil 71.72 5.5% 5.2% -12.0% 0.1%
Comex 98.76 0.63% -1.6% -2.2% 0.1%




Where's the strength VALUE X

Nifty 500 Index, 1D, NSE 22,453.05 +77.65 (+0.35%) 0.15

e GSec to Equities
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Indian equities continue to underperform against fixed income, gold and currency



Ranking - Factors & Sectors

Jan-24 Feb-24 Mar-24 Apr-24 May-24 Jun-24 Jul-24 Aug-24 Sep-24 Oct-24 Nov-24 Dec-24
3

Factors
Low Vol
Momentum
Quality
Value

Sectors

Auto
Commodities
Cons Durables
Energy
Financial Services
FMCG
Healthcare
Infrastructure
IT

Media

Metal

Oil & Gas
Pharma
Private Bank
PSU Bank
Realty
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Low Vol takes the top
spot in as momentum
weakens in
December

FMCG and Cons
Durables showing
steady improvement

e

Healthcare maintains
its position just as a
classic defensive
sector is expected to
do

Pharma and Private
Bank showing
resilience




Valuation Gauge VALUE€

Sensex Valuation Gauge

o e The valuation gauge readings
" A A have started cooling down.
7.0 / \‘M e However, they still remain
[ above the fair value zone.

5.0

e Therefore, it is advisable to
follow a staggered approach to
2885983885882 90 TLOERSOE YT invest new money.
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What Caught Our Eye

1. US bond markets indicate S&P500 may have peaked out
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B w” | T -~ Difference between 2Y and 10Y
™ 4 Wi Wl M, " - bond vyields in US turne_d
e e Y b oy, MWJ 9 positive in Sep24 and it is
B e mw . making higher highs now
i 1,000
\/v\l 9 At 2.86%, yield spread between
W ’ US govt and below investment
grade bonds is showing the
. most complacent reading since
. the late 1990s
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De-inversion of US govt yields
and complacency in the US
" | junk bond market have signaled

peaks in S&P 500 in the past
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2. MSCI World excluding US Index trades roughly at half of the valuation of MSCI US Index

MSCI1 World Ex USA Index

(In USD - Monthiy) W
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Source: The Idea Farm, The Leuthold Group

We consider the pencd 1995-10-date 10 be the "Modem Era” (M E )
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3. Public market fund raising in India has surpassed FY22 figures now
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4. Flls have been net buyers, not sellers in CY2024!

Primary Secondary
Market Market

150000

e Contrary to general perception,
80000 Flls have been net buyers to the
tune of ~7,500 cr in CY2024*

X Crore

10000

e However, the data suggests Flls

pulled out from the secondary
60000 market to participate in the
primary market

-130000
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Source: IDirect
*as on December 18, 2024
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5. Sustained demand in silver has outstripped supply for the fourth time in a row

Forecast For 2024 Calls For The 3 Highest Deficit On Record
W Silver market balance ™ Forecast
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Source: Kotak MF



Our Thoughts VALUE X

e Hawkish Fed, yield curve de-inversion, complacency in junk bonds, and record
valuations signal risks ahead for US equities. Reducing US equity exposure and
booking profits may be prudent.

e Long-term outlook remains strong for Indian equities, but short-term caution is
advised due to exuberant retail flows and global risk-off sentiment that could
prolong corrections.

e Momentum outshone Value in late 2024, but increased volatility in 2025 may
favor a comeback for the Quality factor.

e A strong USD has pressured gold/silver, but current weakness presents a good
opportunity to hedge against 2025 uncertainties.
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