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Indian Nifty estimated to reach 24,000; witness an upside of 11% in 2024: Emkay Institutional Equities
FY25 equity inflows to exceed the USD 36.7bn inflows of FY21
Mumbai, January 18, 2024: Emkay Institutional Equities (“Emkay”), a part of Emkay Global Financial Services Limited, estimates Nifty to scale up to 24,000 level; registering a return of 11% by December 2024. SMIDs (small and mid-caps) should continue to outperform, with better earnings growth and momentum in return ratios. 
The US Fed is expected to start easing in 3QCY24 with measured cuts, and RBI would follow suit almost immediately. This would give fillip to valuations in growth stocks, especially in the sectors such as manufacturing and some premium consumer categories that are seeing macro tailwinds. Emkay expects FY25 equity inflows to exceed the USD 36.7bn inflows of FY21, given that: i) the larger market-cap base has improved India's absorptive capabilities; and ii) India is set to garner a larger share of risk-off emerging market flows, triggered by Fed rate-cuts, given China's inability to attract flows. 
Banks would face immediate short-term pressure in the early part of the easing cycle. External-benchmarked mortgages would reprice downwards almost immediately, followed by short-term corporate loans. For most large-cap banks expected to show slower earnings growth in FY25 than the preceding years which would be a drag on the stocks. The reverse of the 2-3Q FY23 story would play out, with bank margins falling sharply and stocks underperforming.

According to Mr. Seshadri Sen, Head of Research & Strategist, Emkay Global Financial Services, “With index setting at long term mean valuations, we expect 11% return for the Nifty in 2024. The current composition of the Nifty is predominantly defensive. The India story is largely a capex-driven, industrials-led earnings bounce-back. The Nifty, on the other hand, is largely driven by consumption and, to some extent, tech. There is growing divergence between Nifty and NSE500 weights. So, while the economy and broader markets would still rule at high valuations in Dec-24, such optimism may not reflect in the broader Nifty. Manufacturing and infrastructure are the expected to gain prominence as prime themes in the year 2024.”
According to Mr. Nirav Sheth, CEO- Institutional Equities, Emkay Global Financial Services, “From aspect of the economy, as Indian macros are not sensitive to rate cuts, a rate cut is not expected to result in a major growth stimulus. However, it will influence stock market to make an upward mobility in its direction. The biggest positive of a rate cut would be the impact on foreign portfolio flows. FPI flows are anyway expected to be strong in 2024, with the debt market set to see passive inflows of USD25-30bn from inclusion in the JP Morgan bond index. Most of the macro positives would be huddled in Apr-Sep 2023: the election results, a strong budget, Fed and RBI rate cuts, and a possible margin windfall from weaker commodity prices.”

Bond rally only at the short end
The fall in rates is likely to be restricted to the short end of the curve. The 10-year yield is at one of its lowest points relative to the repo rate, having rallied sharply in CY23. This leaves little room for further upside in the 10-year yield. The short-end yields, however, falling by 50-75bps, depending on how accommodative the RBI turns.
Fiscal deficit
The government is likely to shrink the fiscal deficit to 5.2% in FY25, down ~70bps YoY. This is a headwind to growth (whether it is done through taxes or spending cuts). Emkay believes that this will be mitigated by the monetary easing expected in 2HCY24 – even if the Fed pivots to a “higher for longer” mode, we think the RBI can cut rates given the expected strong FPI flows in debt through the JP Morgan index inclusion.

About Emkay Global Financial Services Limited
Emkay Global Financial Services Ltd., headquartered in Mumbai, India, is an integrated securities firm offering a wide range of investment avenues including investment banking, institutional broking, private wealth management, and financial products distribution. Its institutional broking division services clients across all-important global geographies and its research have received recognition from important bodies including Thomson Reuters, Asiamoney, The Wall Street Journal amongst others, over the years.
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