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Sectors Comments

Industrial

Positive view is maintained as we see potential revival in the investment cycle over the medium term, driven by govt's increased 

focus and outlay towards the Infrastructure sector, which was reiterated in the budget document. 

Improving capacity utilization, real estate capex, further fillip to manufacturing through PLI initiatives etc., are the key drivers for the 

pick-up in private capex. Well capitalized banking system and deleveraged corporate balance sheets to act as enablers in the 

process.

Our preference is for companies with strong balance sheet, execution capabilities and scale advantages. We continue to remain

positive on CV, cables and on select Infra & capital goods companies.

Financials

We continue to remain positive on financials (i.e. large banks / lenders), driven by the thesis of (1) cyclical recovery in the 

economy and (2) expectation of large lenders emerging stronger in the post pandemic period, with their ROAs/profitability to be 

near or above previous peaks.

In addition, large lenders appear attractive on valuations and with normalization of credit cost coupled with pick up in credit growth, 

there is a re-rating potential. In addition, large private banks' strong liability franchise will be a key differentiator which will enable 

them to lead the current credit growth phase.  They should continue to gain market share on account of the strength in capital 

adequacy and granular deposit franchise. In addition, the investments in digital infrastructure should improve their competitive

standing, especially in the context of funding crunch visible for the fintech ecosystem.

A rising interest rate environment is positive for bank margins due to swifter repricing of loans and an optimal liability mix. Larger 

private banks and select PSBs shall benefit more. 

Near term risk to this thesis is from the ongoing geopolitical crisis, as higher for longer energy prices and supply disruption, can 

potentially slow-down growth, which would then be negative for credit growth recovery.

Real Estate

Real Estate continues to be an overweight sector for us, as the underlying demand is strong.  

The sector is on a revival path driven by improvement in the residential affordability and listed players being the beneficiaries of 

industry consolidation. 

Even with rising interest rates, the residential affordability is still at multi-year low (combination of low interest rates and stagnant 

prices). This would mean that adverse impact on demand is not likely to be large. 

Disruption has accelerated the consolidation among the residential developers in favour of the major players especially, the listed 

companies.
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