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THE CRUCIAL ROLE OF SME IPOS
IN INDIA'S ECONOMIC GROWTH

In the realm of business, identity is
synonymous with the value assigned to a
company. Whether large or small, every
business carries a unique identity that
shapes its role in the economy.

For small and medium enterprises
(SMEs), establishing this identity is
particularly challenging yet essential.

The Government of India, through SEBI,
has introduced a revolutionary platform:
the SME IPO.

This platform offers SMEs the opportunity to raise funds through capital

markets, thereby gaining a significant identity that propels their growth and

contributes to the nation's GDP.

The SME IPO platform is a breath-taking initiative designed to empower

small businesses to scale. With stringent regulations in place, SEBI ensures

that the growth journey of these companies is uninterrupted, while

maintaining the quality and integrity of the market.
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The process of going
public may appear
daunting, even
frenetic, from  the

outside. However, for

SMEs, it is a crucial
step toward realizing
their aspirations of

Investors, on the other
hand, have the
responsibility to
carefully evaluate and
invest in companies that
demonstrate  potential

. for sustainable growth.

By managing their risks

scaling and achieving and making informed

long-term decisions, investors can
. reward SMEs that are

| committed to scaling

sustainability.

The role of the regulator,
SEBI, is pivotal in this
ecosystem. By

responsibly.

In an environment where
SME IPOs may seem like a
frenzy, it is essential for

maintaining a balanced
framework, it ensures
that the growth of SMEs

, investors to approach with
does not compromise

the quality of offerings. caution and clarity.

Each investor must assess their own risk profile and choose stocks that
align with their investment goals. This requires diligent research, a deep
understanding of the company’s business model, and a realistic
assessment of potential returns versus risks.

By focusing on long-term growth prospects and avoiding the allure of
quick gains, investors can navigate the SME IPO landscape wisely,
contributing to the broader success of both their portfolios and the Indian
economy.
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MACRO TALK

Macro Factors Impacting Equity Markets: Impact Analysis

B

1. US Federal Reserve’s Interest Rate Cuts:

e Context: Jerome Powell, Chair of the Federal Reserve, indicated
confidence in cutting interest rates for the first time in four years,
signaling that inflation is nearing the 2% target. This shift towards a
more dovish monetary policy reflects a broader aim to sustain

economic growth by reducing borrowing costs.

e Impact on Equities: Rate cuts typically boost equity markets by
lowering the cost of capital, encouraging investment, and increasing
consumer spending. Sectors like technology and real estate, which
are sensitive to interest rates, may see heightened activity. However,
the anticipation of these cuts may already be priced into the market,
limiting the immediate impact.
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2. Reserve Bank of India’s (RBI) Focus on Disinflation:

3 .
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e Context: The RBI remains committed to withdrawing
accommodation, maintaining a disinflationary stance until inflation
aligns durably with the target. Despite a sharp drop in consumer
inflation to 3.54% in July 2024, the RBI is cautious, attributing this

decline to base effects rather than a sustainable trend.

e Impact on Equities: RBI’s cautious approach suggests that interest
rates in India may remain stable or increase slightly, impacting
liquidity and borrowing costs. Financial and consumer sectors could
face headwinds due to potential tightening measures, while stable

inflation might support valuations in the longer term.
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3. Geopolitical Tensions and Crude Oil Supply Risks:

e Context: Ongoing tensions in the Middle East, particularly involving
Iran, are raising concerns about potential disruptions to global oil
supplies. Given the region’s critical role in oil production, any

escalation could drive oil prices higher.

e Impact on Equities: Higher oil prices could hurt profit margins
across various sectors, especially in energy-intensive industries like
transportation and manufacturing. Conversely, oil and gas
companies may benefit from rising prices. However, prolonged
geopolitical instability might increase market volatility and risk

aversion among investors.
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4. Slowing Corporate Earnings Growth in India:

e Context: After several years of robust growth, corporate earnings in

India have slowed, particularly in Q1FY25. Sectors like oil & gas,
non-bank lenders, FMCG, cement, and iron & steel have
underperformed, despite some non-financial sectors benefiting from

lower commodity prices and declining interest costs.

e Impact on Equities: Slowing earnings growth could lead to
downward revisions in profit estimates, contributing to increased
market volatility. Investors may shift towards more defensive sectors
or high-quality stocks with stable earnings. Banking and automotive
sectors, which have shown resilience, may attract more investor

interest.
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5. Global Economic Slowdown:

e Context: Slower economic growth in key markets like China and
Europe, coupled with uncertainties in global trade, is contributing to

a more cautious economic outlook.

e Impact on Equities: Global economic deceleration could weigh on
export-oriented companies and sectors heavily reliant on global
demand. Multinational corporations with significant overseas
exposure might see their earnings growth slow, which could pressure

equity valuations in those sectors.
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Conclusive Statement:

These factors collectively
underscore a complex
macroeconomic environment for
equity markets, where investors
need to balance optimism from
potential rate cuts with caution
over geopolitical risks and
corporate earnings volatility.

Analyzing these factors with a
focus on sectoral impact and risk
management is essential for

navigating the current market
landscape..

OUR FOCUS

At Nag Munagapati Wealth, we champion the

philosophy that true wealth creation is achieved
through steadfast long-term investing. In a
landscape often swayed by fleeting market trends,
our primary focus is to help our clients realize

their financial aspirations by embracing a patient,

disciplined approach to investing. We see equities
not just as mere financial instruments but as
ownership in the very businesses that drive

economic growth and innovation.
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By adopting a long-term
investment  horizon, your
portfolio can harness the
remarkable power of
compounding, which
exponentially grows wealth

over time.

e Our investment strategy is rooted in the principles of
diversification, spreading investments across various sectors and
asset classes to manage risk while capturing opportunities for

sustained growth.

Market fluctuations are inevitable, but we believe that reacting to
short-term market movements can undermine the potential for
long-term gains. Instead, we advocate for a disciplined approach,
adhering to a well-structured asset allocation plan that aligns with
your financial goals and risk tolerance. This allows time to be your

ally, enabling your investments to grow consistently over the years.

We are committed to working closely with each client, crafting
personalized investment strategies that are tailored to your unique
objectives and financial situation. At Nag Munagapati Wealth, we
aim to build a partnership based on trust, helping you navigate the
complexities of the market with confidence, knowing that your

investments are strategically positioned for long-term success.
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OPERATIONAL CONTACT

"We serve our clients alike with the passion we have for the

markets".

Reach out to our Business Development and Operations lead,
Manindhar VSV, for any inquiries or opportunities.

Contact : +91 8978030383

Thank you & see you again.
NAG MUNAGAPATI

*Investments in securities are subject to market risk* page 10
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