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Nifty 500 reported a weightage average aggregate of 13% YoY growth in Sales and 15% YoY growth in Net
Profits for 4QFY23. The net margins expanded sequentially as well as on YoY basis to 13.5%. Our model
portfolios have delivered high growth and improved margins for the quarter. Also, management
commentary regarding future growth has been promising.

Following are the quarterly results comparison of our model portfolios Vs benchmarks.

Sales Pat PAT M%

YoY YoY% 4QFY22 3QFY23 4QFY23
NS Industry Leaders theme 12.30% 30.10% 15.20% 15.90% 17.60%
NS Multi Cap Theme 11.30% 30.80% 14.50% 15.40% 17.00%
NS Mid and Small Theme 22.00% 61.10% 14.90% 17.70% 19.60%
NS 5TX5T Thematic 21.40% 43.40% 23.30% 26.70% 27.50%
Nifty 500 13.00% 15.00% 13.20% 12.90% 13.50%
Nifty 100 12.90% 14.90% 13.30% 13.00% 13.60%
Nifty MidSmall 400 16.40% 14.40% 8.90% 9.20% 8.70%

Business Growth was wide spread across sectors and caps. Automobiles, Real Estate, Banks, NBFC,
Healthcare, Industrials, Construction materials and utilities performed better than average. IT, Energy,
Metals, Chemicals, Consumer Staples Media and Telecom however reported moderate growth.

Automobiles that were suffering from Supply chain issues, higher raw material prices are seeing reversal

in problems. New premium launches are paving way for growth. M&M says that total bookings stood at
around 292k and monthly fresh bookings are around 57k where company is seeing demand coming from

Narnolia Research Blog June 2023 1



New Thar. Company is looking to launch 5 new electric SUVs & it is on track and expects to scale up the
international revenues by 2.5x in FY26. The company expects the RoE will be in range of 18% across the
portfolio going ahead. We own the company in some of our portfolios. TVS Motors expects the growth
momentum will be strong due to premium products, material cost reduction & confident of delivering
better margins in FY24 against the FY23 levels. For Auto Components, the margin recovery has been a bit
slower than expectations. The inventory built up in earlier quarters is expected to normalize going
forward.

In the consumer staple space, degrowth in margin was witnessed on aggregate level. For Britannia,
EBITDA margin has improved from 15.6% in FY22 to 17.6% in FY23, on account of softening of material
prices in 2HFY23 & stepped-up cost efficiencies during the year, However, management guided that the
margin will be moderated in the coming quarters as compared to 4QFY23. We have already reduced
exposure in Britanniain the last quarter.

Banking companies witnessed better than expected results. One short term concern for most Banks is
reductionin NIM going forward. ICICI Bank management hinted that the cost of deposit would continue to
increase in future quarters and that the NIM is at its peak and is likely to moderate from hereon. SBI on the
other hand said that the NIM was at 3.84% in 4QFY23 and guided of sustaining the NIM. Equitas bank
guided of growth in advance at 25-30% for FY24 and For next 2-3 quarters NIM are expected to be at 9%
level. We recently added Kotak bank to the portfolio. Management guided of maintaining the NIM at 5%
plus. Management's focus on any acquisition is based on customer franchise which will add long term
sustainable value at appropriate valuation.

Healthcare sector witnessed strong growth particularly in hospitals. Pharma businesses are going
through margin cuts and lackluster growth. NH reported 4QFY23 performed robust supported by growth
in business across flagship unit. ARPOB grew of 10% YoY in 4QFY23 due to change in patient profile, case
mix, improving the through put and reducing the occupancy. International patient volume has been
increasing gradually and it is focusing on core market of Bangladesh. In Indian business margin, it will
maintain same growth by through put, efficiency improvement and cost rationalisation.

Industrials reported strong growth. Cummins, BEL, ABB, all posted healthy growth and optimistic demand
environment alongwith guidance of increased margins. LT results were a bit lower than expectations.
Management said that the H2 will be more profitable in FY24 due to good project pipeline. Expects the
subsequent 2 quarters will see some cost pressures and softer margins & margins will normalize from
4QFY24.

IT reported lower than expected results.TCS Management mentioned that demand in North America
market was expected to come back strongly in New Year but it didn't happen but the pipeline is very
strong. EBIT margins Headwinds included annual wage increase, supply side issues and increased travel
expenses. Infy 4QFY23 witnessed unplanned project ramp-down in some of the clients and delay in
decision making which resulted in lower volumes. The company lowered its guidance in terms of revenues
and margins. We expect that Indian IT services companies valuations are still stretched if we factor in
average growth of 10-12%. We had added CYIENT in our portfolio which delivered strong results.
Management maintained the $1 Bn revenue run rate guidance for FY24. In FY24, management expects
Consolidated Services revenue growth to be in the range of 15-20% YoY in CC terms.
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Industry Wise Growth of Nifty 500 companies

Sector/ Nifty 500  Sales Pat Pat Margin Pat Margin  Pat Margin
Industry Wit% YoY YoY 4QFY22  3QFY23 4QFY23
Energy 8.92 9% 3% 6.40% 4.10% 6.10%
Consumer Discretionary

> Auto Components 1.81 16% 53% 4.70% 3.70% 6.20%
> Automobiles 417 28%  131% 4.10% 6.40% 7.40%
> Consumer Disc.- Others 5.69 25% -22% 4.60% 3.10% 2.90%
> Real Estate 0.88 9% 13% 17.50% 16.40% 18.20%
> Media 0.32 2% -72% 16.10% 8.20% 4.40%
Consumer Staples 8.31 9% 1% 12.40% 13.20% 11.50%
Financials

> Private banks 17.94 33% -11% 26.80% 24.80% 18.00%
> Public Sector banks 2.73 32% 94% 10.50% 13.70% 15.50%
> Financials- Others 11.25 6% 58% 8.60% 10.70% 12.80%
Health Care 5.1 11% 84% 5.70% 15.50% 9.40%
Industrials

> Const. & Engg. 3.19 11% 13% 7.20% 6.60% 7.30%
> Industrials Others 4.26 19% 28% 7.80% 8.50% 8.40%
IT 10.37 17% -11% 18.50% 14.10% 14.00%
Metals, Mining & Materials

> Materials 4 -1% -41% 13.10% 5.40% 7.80%
> Cons. Materials 2 13% -26% 11.20% 4.50% 7.30%
> Chemicals 3.94 8% -14% 11.00% 9.00% 8.80%
Telecom 2.04 9% 25% -1.30% -9.60% -0.90%
Utilities 2.98 18% 12% 18.70% 12.00% 17.70%
Aggregate Total 13.00% 9.90% 9.60% 8.20% 9.40%
Weighted Aggregate Total 13.00% 15.00% 13.20% 12.90% 13.50%
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