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The much-awaited results of the General elections of India were announced on June 4, 2024. In a surprise turn of
events, the outcome of the elections has come as a negative surprise to the equity markets. Particularly as
expectations sky-rocketed after the very optimistic forecasts by exit pollsters over the weekend.

Against the exit polls projection of 360-400 seats (out of 543) for the BJP-led NDA and upwards of 320 for BJP
alone, the final tally is more like 292 for NDA and 240 for BJP (final numbers still not out). This has not been the best
outcome and has led to markets reacting sharply.

At the same time, all is not lost. While the BJP fell short of the majority mark of 272 seats on their own, the coalition
NDA with ~295 seats is well past the halfway mark and looks set to form the government. While a clear majority
with no dependency risk on allies would have been an ideal scenario, we are not overly worried as these allies
were pre-poll ones and should continue to be a part of the NDA alliance and the new Government. Modi is set to
be the Prime Minister again for a third consecutive term, though with a lower mandate.

The equity markets corrected sharply on June 4, 2024, with the Nifty falling a sharp 5.93%, with the midcap and
smallcap indices falling more. Public Sector Companies including defence, railway, banks and metals bore the
brunt of the fall.

TOP LOSERS IN PSU SPACE (1-DAY):

Relative Price Move

Company Name Closing Price
1-Day 1-Month 3-Months

REC Ltd. 452 -25.20% -10.80% -2.80%
Power Finance Corporation Ltd. 427 -23.10% -3.20% 1.40%
Bharat Heavy Electricals Ltd. 246 -20.90% -12.80% -7.20%
Housing & Urban Development Corporation Ltd. 230 -19.90% 2.20% 17.30%
Steel Authority of India Ltd. 133 -19.90% -18.90% -6.30%
Bharat Electronics Ltd. 256 -19.70% 9.40% 21.90%
Hindustan Copper Ltd. 299 -19.20% -22.50% 5.30%
Container Corporation of India Ltd. 947 -19.30% -7.90% -3.80%
National Aluminium Company Ltd. 159 -18.90% -14.10% -4.80%
Union Bank of India 139 -18.20% -9.70% -6.70%
Hindustan Aeronautics Ltd. 4337 -17.80% 10.10% 34.90%
Mazagon Dock Shipbuilders Ltd. 2679 -17.70% 14.00% 27.30%
Ircon International Ltd. 237 -17.40% -5.60% 5.30%
GAIL (India) Ltd. 191 -17.30% -8.60% 0.00%
Engineers India Ltd. 223 -16.80% -9.00% 0.00%
Oil & Natural Gas Corporation Ltd. 237 -16.50% -16.30% -15.10%
Bank Of Baroda 248 -16.50% -12.10% -9.20%
Central Bank Of India 60 -16.70% -10.40% -4.80%
NLC India Ltd. 205.7 -14.60% -15.00% -9.40%
Punjab & Sind Bank 55 -15.40% -12.70% -12.70%
Punjab National Bank 115 -16.10% -18.40% -8.70%
NTPC Ltd. 331 -15.60% -8.80% -6.50%
Indian Overseas Bank 62 -15.10% -8.80% -1.60%
Hindustan Petroleum Corporation Ltd. 495 -15.10% 0.00% -5.70%
Mishra Dhatu Nigam Ltd. 388 -13.80% -11.60% -7.80%
State Bank Of India 775 -14.50% -6.20% 0.40%
Canara Bank 110 -14.10% -11.30% -6.80%
Bank Of India n7 -14.00% -24.50% -15.80%
Rites Ltd. 623 -14.10% -8.90% -18.50%
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Movement of Major Indices:

| ndices | Doy | FMomh | 3-Monh

BSE CPSE -15.60% -5.80% 0.60%
BSE Infra -15.20% -4.20% 0.90%
BSE Utilities -14.40% -6.20% 0.00%
BSE Power -14.30% -2.90% 4.20%
BSE Oil & Gas -13.10% -8.20% -7.40%
BSE Capital Goods -1210% 3.50% 9.40%
BSE Momentum -10.80% -4.20% 4.80%
BSE Realty -9.60% 1.10% 4.40%
BSE Bankex -8.10% -3.30% -0.70%
BSE Midcap -8.10% -3.80% 1.90%
BSE Smallcap -6.80% -4.70% -1.20%

Source - Bloomberg

This sharp fall of ~6% fall in NIFTY50 should though be looked at in conjunction with the sharp rise on Monday,
June 3, 2024, based on the very optimistic exit polls predictions. The markets since Friday i.e. May 31, 2024, are
down a very modest 2.9% and the fall looks magnified due to the sharp rise a day earlier.

Even on FYTD, Nifty is down a small 2% and since January 1, 2024, it is still positive 0.7%

L

2-Day -2.90%
FYTD -2.00%
CYTD 0.70%

Source: NSE Website

Elections in the past have always led to sharp movements pre and post-event, but history has shown that the
markets finally stabilize one to six months post-event. Over the past five elections dating back to 1999, Indian
equity markets have always given positive returns six months after the elections. This includes coalition
governments being formed and outcomes less favourable than the current one.

Nifty Index price performance

Before Election results After election results
e e PN

lyear lyear
06-Oct-99 65% 36% 12% 0% -2% 16% 4% -8%
13-May-04 82% 9% -10% -9% -12% 7% 9% 16%
16-May-09 -29% 31% 29% 9% 23% 25% 38% 39%
16-May-14 17% 19% 19% 8% 5% 8% 16% 15%
23-May-19 12% 1% 8% 1% 1% 7% 2% -22%

Source: Bloomberg, Nomura research
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Our View:

« Modi-led BJP and NDA still emerge as the largest block, well past the 50% mark of 272 and should comfortably
form the government.

+ BJP is short of an absolute majority on its own and will be slightly constrained by the dynamics of coalition rule
for the first time since 2014.

+ Modi should be the Prime Minister for the third term in succession.

« Worries about socialistic policies might rear their heads, but we believe that the incumbent government will
balance growth with populism.

« Moderation of valuations particularly in recent traders’ favourite sectors like defence, railways, manufacturing,
and PSUs is likely.

« Modi's ambition of making India a developed country by 2047 should continue, focusing on infrastructure, Make
in India, energy self-reliance, defence, etc. However, increased focus should also be seen in mass
developmental projects like employment, rural income, water for all, electricity for all, and poverty eradication.

« BJP, by far, has emerged as the largest single party winning ~240 seats, significantly higher than the
second-placed Congress at less than 100 seats. Thus, it can be said that the mass popularity of Modi might
have weaned a bit, but he still comes across as the most popular mass leader in India.

+ To refresh, the Vajpayee government of 1999 was regarded as the one that gave a push to Indian growth by
unveiling path-breaking reforms. BJP won only 182 seats in that election and was able to form the government
with the support of almost 20 allies including the left and almost all major state parties. This government lasted
the full five-year term and was hailed as the most progressive government that India had for a long time. This
time, BJP is in a much better situation with 240 seats and very few allies to manage. BJP tally of 240 seats is
more than the over 20 party .N.D.I alliance.

« There are ~20 seats that have been won by smaller parties and independents that have no pre-poll alliance
with either the NDA or .N.D.l.A. Quite a few of them may support the NDA government and thus allay the
concerns of the markets further.

Abakkus Fund Strategy:

We expect clarity to come over the next few days in terms of the government formation and also the narrative of
the government post this not-so-favourable election outcome. Till then, we expect markets to be choppy with
bouts of sharp movements on either side. Corrections should continue in stocks running much ahead of their fair
value and those which have moved up sharply recently just on hope and conjecture.

While we also did not expect this scenario, we have been highlighting for almost a year that (1) returns
expectations have to be more moderate (2) we will dissuade from momentum investing (3) we will continue
to follow our fundamental-based approach to investing.

The current fall in the markets does not look very large from the Nifty perspective, but there have been very sharp
corrections in many stocks. Though brunt of the fall will be borne by momentum-based stocks, opportunities do
open up across in uncertain times. We might get an opportunity to invest in companies which look good from the
next 2/3 years' perspective but where we were not comfortable only because of valuations in the current
correction.

On positive side, the Q4 GDP came at upwards of 8% and highlights the resilience as well as the growth potential
of the Indian economy. GST collections for May also came in higher. Crude has corrected to $77 per barrel and
should also aid the Indian economy.

We will come back again when we have more clarity after the formation of the government and the narrative in
a few days.
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Disclaimers:

The securities quoted are for illustration only and are not recommendatory. Any performance depictions are for illustration purposes only and such past perfor-
mance may or may not sustain in future.

This email/document is confidential and is intended only for the personal use of the existing/prospective investors/contributors (herein after referred as ‘the
Clients’) to whom it is addressed or delivered and must not be reproduced or redistributed in any form to any other person without prior written consent of Abakkus
Asset Manager LLP (herein after referred as ‘Abakkus’). This website/email/document does not purport to be all-inclusive, nor does it contain all of the information
which a prospective investor may desire. This website/email/document is neither approved, certified nor its contents are verified by SEBI.

Abakkus retains all the rights in relation to all information contained in the email/document(s) and to update the same periodically or otherwise from time to time.
The email/document is neither a general offer nor solicitation to avail the services of investment from the SEBI Registered Intermediary under the services offered
by Abakkus/its Fund nor is it an offer to sell or a generally solicit an offer to become an investor in the services offered by the Abakkus/Fund. The delivery of this email/
document at any time does not imply that information herein is correct as of any time subsequent to its date. The contents of this email/document is provisional
and is subject to change. In the preparation of the material contained in this email/document, Abakkus has used information that is publicly available, certain
research reports including information developed in-house. Abakkus warrants that the contents of this email/document are true to the best of its knowledge,
however, we assume no liability for the relevance, accuracy or completeness of the contents herein. Neither Abakkus nor its affiliates or their partners, directors,
employees, agents, or representatives, shall be responsible or liable in any manner, directly or indirectly, for views or opinions expressed in this document or the
contents or any systemic errors or discrepancies or for any decisions or actions taken in reliance on this document. Abakkus does not take any responsibility for any
clerical, computational, systemic, or other errors in this document.

There can be no assurance that future results, performance or events will be consistent with the information provided in this document and the past performance,
if any is not the guarantee of the future/assured performance. Any decision or action taken by the existing/prospective investors/contributors of this email/docu-
ment based on this information shall be solely and entirely at the risk of the existing/prospective investors?contributors. The distribution of this information in some
jurisdictions may be restricted and/or prohibited by law, and persons into whose possession this information comes should inform themselves about such restric-
tion and/or prohibition and observe any such restrictions and/or prohibition. Unauthorized disclosure, use, publication, dissemination or copying (either whole or
partial) of this information, is prohibited. Abakkus shall not treat recipient/ user as a client by virtue of his receiving/using the contents of the document in full or part.
Neither Abakkus nor its dffiliates, directors, partners, employees, agents, or representatives, shall be responsible or liable in any manner, directly or indirectly, for the
contents or any errors or discrepancies herein or for any decisions or actions taken in reliance on the information. The person accessing this information specifically
agrees to exempt/absolve the Abakkus or any of its affiliates or employees from, any and all responsibility/liability arising from such misuse/ improper/ illegal use
and agrees not to hold the Abakkus or any of its affiliates or employees responsible for any such misuse/ improperf/illegal use and further agrees to hold the Abakkus
or any of its affiliates or employees free and harmless from all losses, costs, damages, expenses that may be suffered by the person accessing this information due
to any errors and delays.

Abakkus (including its affiliates) and any of its Partners, officers, employees, and other personnel will not accept any liability, loss, damage of any nature, including
but not limited to direct, indirect, punitive, special, exemplary, consequential, as also any loss of profit in any way arising from the use of this email/document or any
information in any manner whatsoever.

This email/document may include certain forward-looking words, statements and scenario which contain words or phrases such as “believe”, “expect”, “anticipate”,
“estimate”, “intend”, “plan”, “objective”, “goal”, “project”, “endeavor” and similar expressions or variations of such expressions that are forward-looking statements,
words, and scenario. Abakkus takes no responsibility of updating any data/ information.

Existing/Prospective investors/clients are advised to review this email/document, the Private Placement Memorandum/ Disclosure Document, the Contribution
Agreement/Client Agreement, representations and presentation(s) and other related documents carefully and in its entirety and seek clarification wherever
required from the SEBI Registered Intermediary/Abakkus. Existing/Prospective investors should make an independent assessment, and consult their own counsel,
business advisor and tax advisor as to legal, business and tax related matters concerning this document and the other related documents before investing
with/through Abakkus/Funds managed by Abakkus.

The information contained in this email/document has been prepared for general guidance and does not constitute a professional advice/assurance and no
person should act upon any information contained herein without obtaining specific professional advice/assurance. Neither the Abakkus nor its Affiliates or advisors
would be held responsible for any reliance placed on the content of this document or for any decision based on it. Each existing/prospective client, by accepting
delivery of this document agrees to the foregoing. The Investment portfolio are subject to several risk factors including but not limited to political, legal, social,
economic, and overall market risks. The recipient alone shall be fully responsible/are liable for any decision taken on the basis of this document. Abakkus, its
partners, employees, PMS clients, AIF scheme&), Advisory clients may have existing exposure to the stocks that form part of the PMS portfolio/ Advisory portfolio/ AIF
scheme(s). Further, in view of the investment objective/strategy of the PMS [Advisory and AIF scheme(s) there may be situations where Abakkus may be selling a
stock which is part of the PMS portfolio/ Advisory portfolio/AIF scheme as the case may be.

Abakkus (including its affiliates) may offer services in nature of advisory, consultancy, portfolio management, sponsorship of funds, investment management of
funds which may conflict with each other.

Abakkus operates from within India and is subject to Indian laws and any dispute shall be resolved in the courts of Mumbai, Maharashtra only.

This document is meant solely for the purpose of investor awareness and forms a part of investor education and awareness initiative. The circulation of this
document shall not be constructed as a recommendation or a solicitation to subscribe, buy, sell, or hold any scrip, fund, or scheme.

Investments in securities market are subject to market risks. Read all the related documents carefully before investing. This message and any attachments are
meant solely for investor awareness and forms a part of education and awareness initiative. The circulation of this document shall not be construed as a recom-
mendation or a solicitation to subscribe, buy, sell, or hold any scrip, fund, or scheme. This document is intended only for the personal use to whom it is addressed or
delivered and must not be reproduced or redistributed in any form to any other person.

For further information on the regulatory disclosures, please refer our website https://abakkusinvest.com/regulatory-disclosure/
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