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Key themes for 2023
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Global inflation starts to 
moderate from multi-

decade highs

Global central banks 
nearing the end of rate 

hike cycle. Rate cuts 
expected by certain major 

central banks in 2024

Global economic 
slowdown not as much as 
expected. U.S. economy 
surprises on the upside

India juggernaut rolls on; 
among the fastest 

growing major economies 

Global equity markets 
deliver healthy returns in 
CY23; India also fares well

Geo-political tensions; 
but crude oil prices 
remain in control



Global Macro & Market Environment
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Globally, inflation has moderated significantly from earlier highs, but still above long-
term average

Global Consumer Inflation Trend (% YoY)

• US consumer inflation has moderated from a multi-decade high of 9% in Jun 2022 to 3.4% in Dec 2023.

• Inflation in other key global economies (like the UK & Eurozone) are also on a downward trend.

Source :- Bloomberg
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US Fed pauses on rates; waiting for a pivot now 
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The US Federal Funds rate trend The US Fed Dot Plot

• The US Fed paused in its Sep 2023 meeting, after hiking rates by a cumulative 525 bps since low of 2022 to 5.25-5.5%.  

• Fed dot plot now indicates the possibility of three rate cuts in 2024. 

Source: Bloomberg, US Federal Reserve



US GDP growth for 2023 has been upgraded substantially, compared to expectations 
of a possible recession earlier
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The US Fed GDP Growth Forecast Trend

• US GDP growth forecast for 2023 was revised up significantly from just 0.4% in the March 2023 meeting to 2.6% in Dec 2023 meeting. 

• This indicates that the economy has performed much better than the dire forecasts of a possible recession in 2023.

• US GDP growth forecast for 2024 is presently at 1.4%

Source: US Federal Reserve



Source: Bloomberg

US treasury yields have gone up sharply, but have eased a bit lately
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• US treasury yields have gone up substantially from earlier, with the US Fed hiking interest rates

• However, they have eased recently on the back of the Fed pause and the expectation of rate cuts in 2024.

• Lower US yields have driven a risk-on rally in global markets.

US Treasury Yields



India’s global GDP ranking has been rising over the years

Source: IMF

India has grown from 
the 13th largest 

economy in 2005 to 
the 5th largest 

economy in 2023

• IMF projects that  India’s GDP will cross Germany & Japan in 2027 (to become the third largest economy)
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India among the fastest growing major economies globally 
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World Bank GDP Growth Forecast Trend (% YoY)

*  For India fiscal year being considered. 2023 = FY24 & 2024= FY25
Source: World Bank Global Economic Prospects, Jan 2024

• World economic growth slowdown not as substantial as 
expected earlier.

• US growth has been upgraded for 2023.

• Europe (esp. Germany) to see a sharper slowdown. China 
growth downgraded to 5.2% in 2023 and 4.5% in 2024.

• India to see healthy growth of ~6.3% in FY24 & FY25, as per 
World Bank and remain one of the fastest growing major 
economies.

• India’s official statistical body projects a stronger GDP growth 
of 7.3% in FY24



Source: Bloomberg, Motilal Oswal

Indian market has outperformed emerging markets (EM) by a huge margin over the 
past 10 years
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• MSCI Emerging Markets (EM) index has delivered flat return over the past 10 yrs, while MSCI India index has risen ~3x over the same period.

MSCI India Vs MSCI EM Indexed Performance over 10 yrs



Indian market fared well in 2023, and tops the charts over the long term
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Performance in CY 2023

• Global markets delivered healthy returns during the 
year with Japan, Taiwan,  and US topping the charts.

• Developed markets outperformed emerging markets

• The Indian markets also fared well during the year

• The China & Hong Kong market substantially 
underperformed in CY 23

• Performance over the Long -Term

• India has topped the charts over the long term (5 
years & 10 years)

• The US market has also fared well.



India has seen highest weight gain in MSCI Emerging market index due to its 
outperformance
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• China has seen the biggest drop of weightage of 12.5% in the MSCI EM index over the past 3 years, due to its underperformance. Weight 
also continued to fall in CY2023

• India has seen the highest weight gain of 7.5% due to its outperformance. Weight also increased during CY2023.



Crude Oil prices have corrected in recent months

• Brent crude price corrected from around $95/bbl in Dec to ~$80/bbl now.

• This is despite the conflict in middle east region, started beginning of Oct-2023 and the historically low levels of US crude oil 
inventories.

• Lower crude oil prices augurs well for India as historical data shows that every 10% rise in crude oil price has impacted consumer 
headline inflation by 0.3-0.4%, and current account deficit by ~0.4%.

Source :- Bloomberg
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Source :- EIA, Jefferies



Indian Markets & Macro

14



15

Source: Morningstar Direct

Domestic Indices – CY 2023 Returns in %

• Nifty was up 20% in 2023 while mid and small cap indices delivered 50% & 56% returns, respectively.

• Sectors like realty, capital goods, autos and pharma outperformed, whereas banking and oil & gas underperformed.

Domestically, broader markets and sectors like realty, capital goods, auto & pharma 
outperformed in 2023
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Source: Bloomberg, Bajaj Allianz Life Insurance Research

Market Cap Index Return Analysis of Stocks for CY 2023 

Individual small/mid-cap stocks delivered significantly higher returns than their 
large-cap counterparts in CY23

• 47% of stocks in the Nifty Smallcap 100 index and 33% of  stocks in the Nifty Midcap 100 index delivered more than 50% return in CY 2023.

• 22% of stocks in the Nifty Smallcap 100 index managed to deliver more than 100% return during the year, while only 4% of large-cap stocks 
(from Nifty 100 index) delivered more than triple digit return.



Source: AMFI

Small / Mid-cap MFs have seen healthy inflows over the past year; number of investors 
in these category have seen robust growth
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• MF Small-cap category has seen the highest inflows among equity MF categories over the past year. Mid-cap category has also seen healthy flows.  
Meanwhile MF large-cap category has seen net outflows.

• This strong inflow in domestic small/mid-cap MFs has helped in the robust rally in small/mid-cap stocks during the year.

• The no. of folios of small/ mid-cap MF category (indicating approx. investor count) has seen much stronger growth than the large-cap cap MF category. 
This further indicates growing traction for the small/mid-cap category among individual investors.



However, with the strong rally in small/mid-cap segment, valuations are looking stretched 
now

1 Year Fwd P/B Ratio of Nifty 50 index Vs Nifty Midcap index

Source: Bloomberg, Motilal Oswal
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1 Year Fwd P/B Ratio of Nifty 50 index Vs Nifty Small-Cap index

• Small/mid-caps are trading at a valuation premium to large-caps presently.

• From a risk-reward perspective we presently prefer large-caps to small/mid-caps.
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Source: MOSPI. # Advance estimate for FY24

India Fiscal Year-Wise GDP Growth (% YoY)

India GDP expected to register robust growth of 7.3% in FY24

• In Q2 FY24, GDP grew by a strong 7.6%, helped by government spending (12.4% growth) and investments (11.0% growth)

• India’s Advance estimate GDP growth of FY24 came in higher than expected at 7.3%.

• Despite the global headwinds, India is amongst the fastest growing major economies.



Capex cycle in India in recovery mode; helping the economy & capital goods sector to 
outperform
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Order flows of Capital Goods Majors* has picked up

Source: Jefferies. *Capital goods major companies include L&T, Siemens, Thermax & ABB

GFCF = Gross Fixed Capital Formation (Investments)

India Electronics sector to see significant traction due to China +1 strategy

Capex Cycle has picked helped by govt. investments, but pvt. sector
capex also expected to pick-up 



Source: Bloomberg

India inflation in control after the surprise spike in July’23

India Consumer Inflation Trend (% YoY)

• In July 2023, CPI inflation spiked to 7.4% on the back of sharp rise in food prices (esp. vegetable prices). However, it has moderated to 5.7% in
Dec 2023, which is below RBI’s upper limit of 6%.

• Food inflation is elevated at 9.5% in Dec 2023. However, Core inflation (ex food & fuel) fell further to 3.8% in Dec 2023, which is a positive.

• In its Dec 2023 monetary policy meeting, RBI retained its inflation forecast for FY24 at 5.4%.
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We expect Nifty earnings growth of ~13% in FY24 & FY25
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• H1 FY24 corporate earnings have been quite healthy and above expectations.

• We anticipate some moderation in earnings growth in H2 of FY24. 

• We expect Nifty earnings growth of ~13% in both FY24 & FY25, which is quite healthy, amidst the global growth slowdown.

Nifty EPS Trend

Source: Bajaj Allianz Life Research Estimates
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Nifty Earnings have kept pace
Nifty50 EPS EPS growth Nifty50 returns

FY20 457
FY21 539 18% 71%
FY22 744 38% 19%
FY23 826 11% -1%

FY24E 933 13% 24%
FY25E 1054 13%

Cumulative 131% 150%



India market valuations appear a bit expensive, but still below the long-term average

Nifty 1 Year Fwd Consensus P/E Ratio

India Market Cap to GDP Trend (in %)

India P/E Premium to EM

Source: Bloomberg, Motilal Oswal 23



• FPI equity flows have picked up significantly in FYTD 24 (up to Dec 2023), after registering outflows in FY23. This has helped equity markets to 
outperform over past few months. 

• Meanwhile, DII equity flows slowed down in FYTD 24 (esp. April – July) after registering a record high inflow in FY23. DII flows picked up after Aug 
2023, on the back strong inflows into mutual funds.

FPI equity flows have picked up in FYTD 24, while DII flows have slowed down

24



India received one of the highest FII equity flows among EMs in CY 2023
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• India received strong FII equity flows of more than $21 billion in CY 2023, accounting for most of the Emerging Asia region flows.

• India still has the highest overweight allocation in portfolios of global emerging market (EM) funds when compared to the benchmark 
MSCI EM index

FII Flows in Various Emerging Markets ($ in Bln)

Source: Bajaj Allianz Life Research Estimates
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Global EM MF OW/UW allocation (in bps)



Equity Fund Raising / IPOs in CY 23 has picked-up due to stock market buoyancy

Year-wise Equity Fund Raising (INR in Billion)

Source: Motilal Oswal
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% of IPOs above IPO Issue Price

• Total primary market equity issuances / fund raising increased from Rs 885 billion in CY22 to Rs 1,242 billion in CY23

• The IPO market has performed well with more than 95% of IPOs trading above their respective issue price at the end of the year.

Source: IIFL,  Prime Database



RBI on hold for a while; interest rates expected to fall later in 2024

Source: Bloomberg, Jefferies

• In its Dec’23 monetary policy meeting , the RBI decided to keep the policy repo rate
unchanged at 6.5%.

• The RBI last raised the repo rate by 25 bps to 6.50% in its Feb 2023 meeting and has
been on pause since then

• The policy was more balanced, with the focus on the 4% inflation target.

• Banking system liquidity remained in deficit mode.

• RBI retained its inflation forecast for FY24 at 5.4%.

• We expect an extended pause in interest rates in India, and a rate cut cycle later in
2024

• We prefer the medium to long-term part of yield curve presently.

India 10 Yr Yield

Repo Rate
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Source: Bloomberg, RBI



• Equity market delivered solid returns in CY23. While the Nifty50 was up ~20%, mid and small cap indices delivered around 50%
gains.

• Global monetary policy tightening in response to an inflation scare which acted as the biggest headwind for Equities in 2022
appeared near its end, as most major Central Banks paused during the second half of 2023.

• Fears of a global recession in 2023 also didn’t materialize with the global GDP expected to register a growth of 2.6% in CY23.

• In India, the macros appear robust with a recovery in GDP growth in FY24 combined with deficits closer to the budgeted levels.

• Equity earnings in India have been solid with Nifty50 companies delivering a 20%+ growth in H1FY24 and are on track to deliver
robust growth in full year FY24 and FY25 as well.

• Flows –

• FII flows have turned positive in recent months and given India’s relative standing are expected to be positive in 2024.

• Domestic flows continue to be very strong with a significant portion coming via SIPs (Systematic Investment Plans).

• Post the 2023 rally, valuations are now elevated thereby limiting substantial upside from current levels despite the strong
fundamentals and macros.

• Overall, we expect modest returns from Equities over the next one year. From a market cap perspective, we prefer large-caps
to mid/small-caps presently.

Market Outlook - 2024
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Thank You

IN UNIT LINKED INSURANCE POLICIES, THE INVESTMENT RISK IN INVESTMENT PORTFOLIO IS BORNE BY THE POLICYHOLDER. The premium paid in unit linked 
insurance policies are subject to investment risks associated with capital markets and the NAV of the Units may go up and down based on the performance of fund 
and factor influencing the capital market and the insured is responsible for his/her decision.

DISCLAIMER: The contents of this presentation is confidential, may contain proprietary or privileged information and is intended for reserved recipient(s) for information Purpose only. Unintended recipients are 
prohibited from taking action on the basis of information in this presentation and must delete all copies. The information provided is on “as is” basis and Bajaj Allianz disclaims any warranty, responsibility or liability for 
the accuracy or completeness of this presentation and assumes no responsibility or liability for errors or omissions in the contents of the presentation. Bajaj Allianz reserves the right to make additions, deletions, or 
modification to the contents of the presentation at any time without prior notice. In no event shall Bajaj Allianz be liable to any entity or individual for any direct, indirect, special, consequential, or incidental claims or 
damages or any claims/damages whatsoever, whether in an action of contract, negligence or other tort, arising out of or in connection with the use of this Presentation or the contents of this Presentation. Any 
reference to the aforesaid content shall be subject to formal written confirmation by Bajaj Allianz. No confidentiality or privilege is waived or lost by Bajaj Allianz by any mis-transmission of this presentation. Any 
reference to "Bajaj Allianz" is a reference to Bajaj Allianz Life Insurance Company Limited. The Logo of Bajaj Allianz Life Insurance Co. Ltd. is provided on the basis of license given by Bajaj Finserv Ltd. to use its “Bajaj” 
Logo and Allianz SE to use its “Allianz” logo. The Presentation is not intended to be construed as any advisory from Bajaj Allianz for any investment or any other purpose. Any reliance of the same by the individual for 
any purpose, is on the sole independent understanding and requirement of the individual. The Public is advised to consult their advisor in regards to their investment. © Bajaj Allianz Life Insurance Co. Ltd. 2023.
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