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India Equities Exclusive March 3, 2025

Nifty @22000 — An Opportunity Beckons

Executive Summary

The Nifty 50 index has experienced a significant decline of around 16% from its September
2024 peak of 26,277, marking the sixth-largest drop since the 2008-2009 Great Recession
and the second-largest since the Covid-led crash in March 2020. This five-month
downtrend, last seen in November 1996, has raised concerns about a potential bear market.

The Nifty has entered a critical support zone defined by the 100-week Moving Average
Envelope (+/-3%), which has historically contained declines except during extreme events like
the Covid crash. This suggests proximity to some sort of a durable bottom.

The 14-week Relative Strength Index (RSI) has reached the oversold "bull market" zone (33-
40). Historically, 87% of corrections reaching this zone have resulted in a market trough
and subsequent rally.

The decline is testing the lower boundary of a parallel channel originating from the late 2021
peak. Fibonacci retracement levels align in the 21,800-22,000 range, indicating a potential
demand zone.

Breadth measures for the NSE500 index are at extreme lows, with only 7.6%, 6.2%, and
10.1% of stocks trading above their 50-, 100-, and 200-day moving averages, respectively.
These levels are comparable to those seen during the Covid crash.

Historical patterns suggest that extreme breadth readings often precede market bottoms,
but investors should wait for confirmation of a recovery before taking positions.

March has historically been a strong month for market recoveries, with an average gain of
1.7% since 2009 (excluding the 2023 outlier plunge). The Nifty has never recorded six
consecutive months of declining prices in history, suggesting a potential rebound.

Years ending in odd numbers and those following U.S. presidential elections have
shown strong performance, with the Nifty rising 75% and 83% of the time, respectively, and
delivering median returns of 17.1% and 21%.

All sectors are in the red year-to-date, with IT (-13.9%) and Media (-34.4%) performing the
worst, while Financial Services (-2.1%) and Banks (-10.2%) have been the most resilient.

Six out of 11 sectors are oversold based on their 14-day RSI, and all sectors are trading
below their 200-day moving averages.

Valuations across sectors are below their one-year and five-year averages, indicating
pockets of potential opportunities for long-term investors.

Conclusion: The current market environment exhibits signs of excessive pessimism and fear —
not without reason - which are often precursors to durable bottoms. While a clear bullish
trigger is yet to emerge (this is critical), historical patterns, technical indicators, and sectoral
valuations suggest that the market is nearing a medium-term bottom. Therefore, we would
advise investors to allocate some long-term money between 21700 - 22000. While most of
us can't catch the exact top and bottom, prudent investing is about cashing in on opportunities,
especially when sentiment is so one-sided. One such opportunity is now.
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The Context:

Trend and Momentum

The benchmark Nifty 50 has now lost nearly 16% from its September record peak of 26,277. That's the sixth biggest drop
from an important swing high since the Great Recession lows of 2008 — 2009, and the second largest decline since the Covid-
led crash seen in March 2020. With February ending in the red, the decline is now five months old, matching a streak that

was last seen in November 1996.

That begets the question, what happened the last time something like this was seen? Here are some summary statistics:

+ In 1996, the Nifty sank ~26% over a five-month period, and another 6.6% in December to mark the final low

+ Itthen recovered to close the month ~16% higher from the low point

* The rebound traced a monthly “piercing line” candlestick pattern, which triggered an 8-month, 67% advance from the

trough to the next important swing high, seen in August '97

« That said, this rally was not without its share of volatility, as the month of March '97 saw a 17% drop from the high to the low

Coming back to the headlines of today about the Nifty’s downtrend approaching the official definition of a bear market — price
drop of at least 20% from an important high — it does not do any justice to how widespread the carnage has been under the
hood. The below visual shows the percentage of stocks in each index that have fallen X% from the record high dates:

Nifty
(50) 12% 44%

Midcaps
(100) 4% 16% 58%

NSES00
(500) 6% 19% 54% 10%
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Zone That Matters is Here:

Bulls' Sweet Spot

Most drops since the 2016 lows have bottomed inside the envelope
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The Momentum Story
Momentum Bottoms
14-week RSI is now in area that has almost always led to turns
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Looking at the last decade of data, we
can see that the 2016 low was the
start of a major bull run. The
advance that began here and
culminated at the record peak last year
saw many corrections along the way.
What’s notable is that except for the
covid-led crash, all other declines
were contained by a Moving
Average Envelope (100 weeks, +/-
3%). Unless this decline is similar to an
“unknown unknown” such as the
pandemic, there is ample evidence to
believe — now that we have entered the
envelope — that we are closer to a
medium-term bottom. All we need is
a bullish trigger, price-wise. For now,
that has proved elusive.

Going further back to the days of the
GFC lows of '08, we can’'t help but
notice how the 14-week Relative
Strength Index (RSI) bottomed in the
33-40 area (green zone) on nearly
every correction within the larger bull
market. In the 14 instances it got “bull
market oversold”, a staggering 87%
of the time the market formed a trough
and eventually rose to a new 52-week
high. As we speak, the current drop has
dragged the oscillator down into the
lower end of this area. Based on the
past, we’'d say the odds of a rally
attempt from here are materially
high.
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Channels, Fibonacci, March 3, 2025
Breadth & The Typical Bear

Believing in Channels and Some Sacred Geometry

The current drop is now testing the lower
A_re,a Of IpterESt . . line of a parallel channel originating from the
Nifty's ongoing correction is now at a demand zone late '21 peak near 18,600. Then there is
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Breadth Also Stacking Up
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Source: Bloomberg with the NSE500 down another 22%.

Coming to what’s occurring now, the first time the percentage of stocks in the NSE500 trading above the 50-day and the 100-day
averages fell below 10 was 27" January. The close on the day was 20910. Although from the next session on, the market
rebounded over 5%, Friday’s close was 19880. What this means is that when breadth measures go extreme for the first time, the
market moves in the opposite direction to shake off extreme momentum, before the larger trend reasserts itself. Therefore,
investors should wait for two things to happen and patiently at that; one, these extreme readings should appear in a cluster and
two - this is far more important - certain hurdles should be crossed before one can be sure of getting in with risk that is
manageable. Still, the fact that these thresholds are being tested just as the Nifty nears the envelope support zone is
noteworthy.

March Effect and Bear Market Bottoms:

Starting from the 2009 GFC lows which were a pivotal point in the global risk-assets cycle, the month of March has averaged a
gain of 1.7%. If one excludes the 2023 drop of 23.2% as an outlier, the average return improves to 3.4% (median = 3.3%), with
only four down instances in 11. That makes March the best month of the year and a likely candidate for the first up month in
six (note that the Nifty has never been down six straight months, while the Sensex saw the last such downdraft in April '95)

Since 2001, there have been a total of 10
declines exceeding the size of the current
drop (~16%). Two were less than 20%, three
were drops between 20% & 30% and the
rest exceeded 30%. More importantly, June
has seen two bear markets bottom out while
March, April and May have halted one bear
market each. Although this evidence is
inconclusive, given that we are at
important support, March still has a
chance of at least stalling the decline.
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Stacking The Sectors

March 3, 2025

Dashboard

» Nifty Financial Services 23028.95¢ -2.06% =7.5 + ¢ 1651 e—o9—— 1651 45.3 23396.2 -1.57
» Nifty Bank 48344.70c  -4.95% ~10.2 « 4 1250e+—— 1250 37.7 509517 S2:00]  -5.12
» Nifty Metal 8219.25¢ -4.98% -18.3 *> 18.18 * 18.18 44.4 9214.5

» Nifty Realty 797.90c  -24.18% =28.6e 4 4109 s 4109 28 1022.3

» Nifty Pharma 19813.50c  -15.37% -15.8. & 2994 — e+ 2994274 21731.1 =100  -8.82
» Nifty Energy 30018.15¢  -14.69% =326 =+ 1338 & 1338 31.9 39035.8 N=1:00|

» Nifty FMCG 50689.00c -10.76% =23.0e ¢ 3843 o 3843229 58714.8 1100

» Nifty PSU Bank 5652.10c -13.59% -17.5— 5.60 & 5.60 30.7 6788.1 =100

» Nifty Media 1386.85¢c =-23.71% =344 9o 32414 — — 3241 1927.4

» Nifty Auto 20498.60c  -10.23% -25.8. 4 2247 « o 247 00125:3] 24351.1 J=1:00|

» Nifty IT 37318.30c  -13.89% -11.8e ¢ 2874 — o+ 28744007 40706.5 [NN=100]  -8.32

Source: Bloomberg, Blue circle = Current value, Orange diamond = Average | Data as of Friday close
Some notable takeaways from the dashboard above have been summarized below:

» All sectors are in the red on a YTD basis, with Realty down the most (-24.2%) & Financial Services down the least (-2.1%)

» From the record high date of Sept. 27, Media (-34.4%), Energy (-32.6%) and Real Estate (-28.6%) have fared the worst,
while Financial services (-7.5%) and Banks (-10.2%) have fallen the least

» Daily Momentum (14-day RSI, Col 7) for six out of 11 sectors is oversold based on conventional logic (< 30)

» All sectors are trading below their 200-day moving averages (Col 9)

» Nifty Financial Services, Banks and IT are three sectors that are down the least from their respective 200 DMAs (col 10)

» Looking at the trailing P/E ratio, all sectors are below their one-year average P/E, and, except for Financial Services
and Energy, at the low end of their high-low P/E range for the last 12 months (col 5)

» On ab5-year basis, trailing P/Es below their averages can be seen in Financial Services, Banks, Realty, Pharma, FMCG, PSU

Banks, Media and Auto (col 6)
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What is interesting above - based on decade-long data - is that on average, most sectors have shown a tendency to bottom out
in March, with Media and IT the only exceptions. Also notice that generally the first quarter of the calendar year has always
been bearish, so the January and February drops this year despite being painful, are no surprise.
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Seasonal Effects March 3, 2025

Odd Year Performance

Nifty NSE 500

I I Nifty Midcap 100 I Nifty Smallcap 100

Source: Bloomberg, Seasonax

Summarizing the performance of these benchmarks since the turn of the century for the period between March 15t and December
31st, we observe that in an year ending in an odd number:

 Nifty has ended higher 75% of the time, with a median return of 17.1%; the only down years were 2001, 2011 and 2015.
« NSE 500 shares a similar win rate, with a median return equalling 22.3% and the same down years.

+ Nifty Midcap 100 has also risen in nine out of 12 occasions, with a median return of 28.7% and three losing years.

* The trend for the Nifty Smallcap 100 has been similar — it has risen 70% of the time, clocking a median return of 35.8%.

Returns in Years Following US Presidential Elections

Nifty || NSE 500

Nifty Midcap 100 || Nifty Smallcap 100
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Source: Bloomberg, Seasonax

The findings of how each of these indexes have done in the year immediately following a US election are similar:

 Nifty has ended higher 83% of the time, with an average return of nearly 21%; the only down year was 2001.
« NSE 500 has also risen in five of six instances returning 23% on average; 2001 was the only losing year.
 Nifty Midcap 100 again shares a similar win-rate, producing an average gain of 27.8%.

 Nifty Smallcap 100 has risen every single time, averaging a 50% return.

In summary, we are observing things that almost always occur close to a durable bottom — excessive pessimism, palpable fear,
questioning the very rationale of investing in equities even for the long-term and a shift from upside excesses to the downside, not
to mention social media memes. While “the” upside trigger is missing for now, we continue to be on the lookout for one and
believe it is not too far away from current levels. All it will take is a price recovery to change the narrative, like it always happens.
To quote a line from a Christopher Nolan movie that won several academy awards, “The night is darkest just before dawn”.
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Disclaimer & Disclosures :

Axis Securities Limited is a subsidiary company of Axis Bank Ltd. Axis Bank Ltd. is a listed public company and one of India’s largest private sector banks and has its various
subsidiaries engaged in businesses of Asset management, NBFC, Merchant Banking, Trusteeship, Venture Capital, Stock Broking, the details in respect of which are available
on www.axisbank.com.

Axis Securities Limited, is registered as a

. Stock Broker, Depository Participant, Portfolio Manager, Investment Adviser and Research Analyst with Securities and Exchange Board of India
. Corporate Agent with Insurance Regulatory and Development Authority of India

. Point of Presence with Pension Fund Regulatory and Development Authority

. Distributor for Mutual Funds with AMFI

Registration Details:

SEBI Single Reg. No.- NSE, BSE,MSEI, MCX & NCDEX — INZ000161633 | SEBI Depository Participant Reg. No. IN-DP-403-2019 | Portfolio Manager Reg. No.- INPOO0000654
| Investment Advisor Reg No. INAOOO000615 | SEBI-Research Analyst Reg. No. INHO00000297 | IRDA Corporate Agent (Composite) Reg. No. CA0073| PFRDA — POP Reg.
No. POP387122023 | Mutual Fund Distributor ARN- 64610.

Compliance Officer Details: Name — Mr. Maneesh Mathew, Tel No. — 022-68555574, Email id — compliance.officer@axisdirect.in.;
Registered Office Address — Axis Securities Limited, Unit No.002, Building- A, Agastya Corporate Park, Piramal Realty, Kamani Junction, Kurla (W), Mumbai — 400070.

Administrative office address: Aurum Q Par¢, Q2 Building, Unit No. 1001, 10th Floor, Level — 6, Plot No. 4/1 TTC, Thane — Belapur Road, Ghansoli, Navi Mumbai, Pin Code —
400710.

In case of any grievances please call us at 022-40508080 or write to us helpdesk@axisdirect.in.

We hereby declare that our activities were neither suspended nor we have defaulted with any stock exchange authority with whom we are registered in last five years. However,
SEBI, Exchanges, Clearing Corporations and Depositories etc. have conducted the routine inspection and based on their observations have issued advise/warning/show cause
notices/deficiency letters/ or levied penalty or imposed charges for certain deviations observed in inspections or in normal course of business, as a Stock Broker / Depository
Participant/Portfolio Manager. We have not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has our certificate of registration
been cancelled by SEBI at any point of time.

Investments in securities market are subject to market risks. Read all the related documents carefully before investing.
By referring to any particular sector, Axis Securities does not provide any promise or assurance of favourable view for a particular industry or sector or business group in any
manner.

Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee performance of the intermediary or provide any assurance
of returns to investors. None of the research recommendations promise or guarantee any assured, minimum or risk-free return to the investors. Our research should not be
considered as an advertisement or advice, professional or otherwise. This research report and its respective content by Axis Securities made available on this page or otherwise
do not constitute an offer to sell or purchase or subscribe for any securities or solicitation of any investments or investment services for the residents of Canada and / or USA or
any jurisdiction where such an offer or solicitation would be illegal.

Subject company(ies) may have been client during twelve months preceding the date of distribution of the research report. Derivatives are a sophisticated investment device.
The investor is requested to take into consideration all the risk factors before actually trading in derivative contracts.

Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future
performance. Information, opinions and estimates contained in this report reflect a judgment of its original date of publication by ASL and are subject to change without notice.
The price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial
instruments is subject to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments.

The information and opinions in this report have been prepared by Axis Securities and are subject to change without any notice. The report and information contained herein is
strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or
to the media or reproduced in any form, without prior written consent of Axis Securities. The report must not be used as a singular basis of any investment decision. The views
herein are of a general nature and do not consider the risk appetite, investment objective or the particular circumstances of an individual investor. The investor is requested to
take into consideration all the risk factors including their financial condition, suitability to risk return profile and the like and take professional advice before investing.

While we would endeavor to update the information herein on a reasonable basis, Axis Securities is under no obligation to update or keep the information current. Also, there
may be regulatory, compliance or other reasons that may prevent Axis Securities from doing so. Non-rated securities indicate that rating on a particular security has been
suspended temporarily and such suspension is in compliance with applicable regulations and/or Axis Securities policies, in circumstances where Axis Securities might be acting
in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained in good faith from public sources and sources believed to be reliable, but no independent verification has been made nor is its
accuracy or completeness guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or
solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may
receive this report at the same time. Axis Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment,
legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and
opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment objectives, financial
positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently
evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. Axis Securities
accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance.
Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ materially from
those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice. Axis Securities or its associates might have
managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve
months. Axis Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from
the date of this report for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or
other advisory service in a merger or specific transaction. Axis Securities or its associates might have received any compensation for products or services other than investment
banking or merchant banking or brokerage services from the companies mentioned in the report in the past twelve months.

Axis Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. Axis Securities or its associates or its
analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report.
Accordingly, neither Axis Securities nor Research Analysts and / or their relatives have any material conflict of interest at the time of publication of this report. Please note that
Axis Securities has a proprietary trading desk. This desk maintains an arm’s length distance with the Research team and all its activities are segregated from Research
activities. The proprietary desk operates independently, potentially leading to investment decisions that may deviate from research views.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.
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Disclaimer & Disclosures :

Research Analyst may have served as an officer, director or employee of subject company(ies). Axis Securities or Research Analysts or their relatives do not own 1% or more of
the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of the research report. Since associates of Axis Securities
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interested. This should not be construed as invitation or solicitation to do business with Axis Securities. Axis Securities is also a Portfolio Manager. Portfolio Management Team
(PMS) takes its investment decisions independent of the PCG research and accordingly PMS may have positions contrary to the PCG research recommendation.
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1 Akshay Chinchalkar Head of Research and Content akshay.chinchalkar@axissecurities.in
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