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Key Insights: 36<z)

Momentum has significantly outperformed other factors since 2011

* Momentum has delivered a 21% annualised return since January 2011, followed by a 14% return from quality

M  Since April 2020, the value factor has outperformed other factors, followed by the momentum factor
* Historically, the value factor has witnessed significantly larger drawdowns

* Excluding value, momentum has had the largest drawdowns, though the gap with other factors isn’t substantial

* Low volatility and quality factors generally tend to outperform during periods of market correction

India’s household debt to GDP continues to trend upwards

* HH net financial savings subdued at 5.3% of GDP in FY24, slightly up from 5.0% in FY23 (lowest since the 1970s)
* India’s household debt-to-GDP ratio, at 43%, is rapidly closing the gap with the EM average of 48%

a

* Sub-prime borrowers availed loans for consumption, whereas super-prime used debt for asset creation
» Share of consumption loans declined in FY24 as the RBI tightened regulations on unsecured personal loans

* Both banks and NBFCs have witnessed a decline in retail loan growth, driven by a slowdown in personal loans

The banking system's asset quality improves as the GNPA ratio falls to 2.6% in Sep’24

* However, RBI's latest stress test projects the GNPA ratio to increase to 3.0% by Mar’26 (baseline scenario)

* Microfinance sector showing signs of stress with rising delinquencies

* Impairment remained high among borrowers with multiple lenders and higher credit exposure
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Momentum has significantly outperformed other factors since 2011 360
However, post-pandemic, the value factor has delivered the highest returns, followed by the momentum factor %

Factor Performance (January 2011 to December 2024)

2,080  Indexed to _ Since January 2011, the momentum factor
100 —Nifty50 Growth has outperformed other key factors by a
1,580 Momentum Quality significant margin
1,080 Value ——Low Volatility The quality factor follows, but the gap
between quality and momentum s
580 considerable
80 e ———————————— ) Value and growth have been the worst-

performing factors
Jan-11 Jul-12 Jan-14 Jul-15 Jan-17 Jul-18 Jan-20 Jul-21 Jan-23 Jul-24

Factor Performance (April 2020 to December 2024)
880  Indexed to

100 —Nifty50 Growth
680 Momentum Quality Since April 2020, the value has
N outperformed other factors, followed by
480 Value —Low Volatility the momentum factor
280 Growth continues to be the worst-
performing factor post-pandemic
80

Apr-20  Oct-20  Apr-21 Oct-21  Apr-22 Oct-22 Apr-23 Oct-23 Apr24 Oct-24

Note: The study is based on the following indices: Growth — MSCI India Growth Index, Momentum — Nifty500 Momentum 50, Quality — Nifty500 Quality 50,
Value - Nifty500 Value 50, Low Volatility - Nifty500 Low Volatility 50

Source: NSE, MSCI, 360 ONE Asset Research
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Historically, value has witnessed significantly larger drawdowns 360
Excluding value, momentum has had the largest drawdowns, though the gap with other factors isn’t substantial %
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Source: NSE, MSCI, 360 ONE Asset Research
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In 2024, momentum outperformed other factors, followed by quality 360
Since January 2011, momentum has delivered a 21% annualised return, followed by a 14% return from quality %

Yearly Returns

Low
Volatility

Nifty50 Growth Momentum Quality Value

-25% -21%
2012 | 28% | 30% 33% 30%
2013 7% 5%
2014 31% 33%
2015 -4% 6%
2016 3% 1% _

A

17%
CAGR 10% 10% 21% 14% 10% 13%

Source: NSE, MSCI, 360 ONE Asset Research

Momentum has been the best-performing
factor in most years, delivering a 21%
annualised return since January 2011

Value was the worst-performing factor for
three consecutive years — 2018, 2019 and
2020

Value outperformed other factors in 2022
and 2023, contributing to its post-
pandemic outperformance

Momentum returned 26% in 2024,
followed by a 22% return from quality
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Low volatility tends to outperform during periods of market corrections 36<z)

Quality has also performed well during two out of three periods of market correction discussed below m

Factor Performance (February 2015 to February 2016)
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Factor Performance (October 2021 to June 2022)
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Source: NSE, MSCI, 360 ONE Asset Research

-~ Factor Performance (January 2020 to March 2020)

100 - ~
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80

7 Indexed to
60 100

50
Jan-20 Feb-20 Mar-20

o

— Nifty50 —Growth Momentum

Quality Value —|ow Volatility

Both low volatility and quality performed comparatively better during the
Feb’15 — Feb'16 and Jan'20 — Mar'20 market corrections

During Oct’21 - Jun'22, momentum and quality witnessed the most
significant corrections, while other factors broadly performed the same
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Low volatility has the highest active weight in auto and healthcare 360
Value has the highest active weight in oil & gas and metals; Momentum is concentrated in consumer services and healthcare %

Active Weight w.r.t NSE 500 (%

Momentum Quality

The quality factor is fairly spread across

Financials
T D) sectors, with the highest active weight in
industrials and IT
olaGas |l
FMCG -1 » . . .
) _ Low volatility has the highest active weight
Auto & Ancil in the auto and healthcare
Healthcare 1
Telecom 6
Construction 3 ) 3 ) 3 The value factor is concentrated in the
Metals 3 r o < 3 metals and “oil & gas’
iLiti -1 -3 0 8 -3 . . . .
Utilities/Power < Growth has the highest active weight in
Consumer Disc. _ 7 -3 3 S consumer discretionary and industrials
Materials 4 2 -2 3 1
Consumer Services 4 s 4 4 Momentum has the highest active weight in
Industrials 0 -6 -5 consumer services, followed by healthcare
Services 2 -1 -1 -1 -2
Chemicals 2 1 0 3 1
Realty -1 -1 -1 -1
Textiles 2 0
Media 0 0 0 1 0
Source: NSE, MSCI, 360 ONE Asset Research Note: The above analysis is as of 31 December 2024
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Net financial savings of households remain subdued in FY24 36<z)
HH financial liabilities (% of GDP) continue to trend upwards in FY24, offset by an increase in financial assets m
Incremental Househotd Financial Assets & Liabilities Household (HH) financial liabilities (% of
20% (% of GDP) GDP) continue to pick up in FY24, rising to
——Financial Assets Financial Liabilities 6.4% from 5.9% in FY23
15%
This is the highest reading since at least
10% 11.6% the 1970s, barring 6.6% in FY07
. 6.4% HH financial assets (% of GDP) also
5% increased to 11.6% in FY24, from 10.9% in
FY23
0%
FY72 FY76 FY80 FY84 FY88 FY92 FY96 FYO0O FY04 FY08 FY12 FY16 FY20 FY24
Net Financial Savings (% of GDP) - Incremental
20% Net financial savings of households are the
difference between incremental financial
15% ——Net Financial Savings (Assets - Liabilities) assets and liabilities
10% Net financial savings (% of GDP) increased
° slightly to 5.3% in FY24 from 5.0% in FY23
5% 5.3% The subdued net financial savings of the
household are due to the steep increase in
0% financial liabilities

FY72 FY76 FY80 FY84 FY88 FY92 FY9 FYO0 FY04 FY0O8 FY12 FY16 FY20 FY24

Source: RBI, 360 ONE Asset Research
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India’s HH debt to GDP is rapidly closing the gap with the EM average 360

India's household debt-to-GDP ratio does not appear to be unsustainably elevated when compared to other countries m

HH Debt to GDP

60 9 Emerging Markets (Aggregate) ——India India’s HH debt to GDP continues to climb
even as the aggregate for emerging

markets moderates from the post-
pandemic peak

L ———
40 _f/\/\ - India’s HH debt to GDP has increased to
43% in September 2024 from 35% in March
30 2019
Mar-19 Mar-20 Mar-21 Mar-22 Mar-23 Mar-24

50

HH Debt to GDP (June 2024)

90.5
77.5
70.7
62.1 . :
India’s household debt-to-GDP ratio
52.2 483 e

: 42.9 remains significantly lower than that of
35.7 34.3 many developed and emerging market

economies, posing no systemic risks

Thailand UK us China Euro Area Emerging India Brazil South

Markets Africa
Source: RBI, BIS, 360 ONE Asset Research
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Subprime borrowers avail loans for consumption; super-prime for assets 360
Share of consumption loans declined marginally in FY24 as the RBI tightened regulations on unsecured personal loans

itribution o HH Debt (Bank Gredid crecit rose from 14% in FY19 1o 185% i

FY24, while loans for asset creation

589% 559% 539 599% 51% 49% increased from 29% to 33%

Both categories increased at the expense
of loans for productive purposes

14% 16% 16% 18% 19% Note that the share of consumption loans

declined in FY24 from the previous year as

FY19 FY20 FY21 FY22 FY23 FY24 the RBI tightened regulations on unsecured
personal loans due to rising stress

B Consumption Purpose  m Asset Creation Productive Purpose

Distribution of Debt by Borrower Category (September 2024)

% Sub-prime  borrowers availed loans

Productive primarily for consumption purposes,
whereas super-prime borrowers used debt
for asset creation, especially housing

26%

m Asset Creation

The rising stress in unsecured personal
m Consumption loans was discussed in the Panorama July
2024 edition

Sub-prime Borrowers Super-Prime Borrowers

Note: Consumption loans - personal loans, credit cards, and consumer durable loans, asset creation - mortgage and vehicle loans, productive loans - agriculture
Source: RBI Financial Stability Report, RBI, 360 ONE Asset Research loans, business loans, and education loans
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RBI’s regulatory tightening has led to a slowdown in retail loan growth

Banks witness a broad-based slowdown in retail credit growth, except for housing loans

asset

360
Z

Bank Retail Credit Growth

m Nov-23 m Nov-24

34%

22% 21%

18%

18% 19% 6%

Credit Cards Total Retail Credit

15%

12% 10%

Vehicle Loans

Housing Personal Loans

NBFCs Retail Credit Growth

51% 51% mSep23 W Sep-24

36%

35%

26%

23% 239 24%

Credit Card Total Retail Loans

4%
22% 499, 19%

Vehicle/Auto Loans Personal Loans Loan Against Gold Micro Finance

Source: RBI, 360 ONE Asset Research

Banks' retail credit growth declined to 16%
YoY in November 2024 from 19% in
November 2023 as the RBI tightened
regulatory measures to prevent potential
stress

Housing credit growth increased to 18%
YoY from 15% during the same period,
while all other key segments witnessed a
decline

NBFCs have also witnessed a decline in
retail credit growth as the RBI increased
risk weights for consumer credit exposure
(for both banks and non-banks) in
November 2023

The RBI also raised the risk weight for
banks' exposure to NBFCs, thereby limiting
the flow of credit from banks to NBFCs
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Microfinance sector showing signs of stress with rising delinquencies 36<z)

Impairment remained high among borrowers with multiple lenders and higher credit exposure m
. a. 31-90 dpd ; b. 91-180 dpd
3 -
" 2 27 During H1FY25, the share of stressed
g 24 o assets with 31-180 days past due (dpd)
= A rose from 2.15% in March 2024 to 4.30% in
1 September 2024
0 T T T T T T ! 0 T T T T T T 1
Mar-23  Jun-23 Sep-23 Dec23 Mar24 Jun24 Sep-24 Mar-23  Jun-23  Sep-23 Dec-23 Mar24 Jun-24  Sep-24
Banks NBFC-MFIs NEBFCs e Banks NBFC-MFls NBFCs
SFBs ===~ Industry SFBs —=== Industry
¢. 31-180 dpd by Number of Lenders* d. 31-180 dpd by Borrower Credit Exposure*
14 -
25 -
12 4
20- . . .

10 4 Impairment  remained high  among
£ 154 5§ 8- borrowers who had taken loans from
5 0 S 6 multiple lenders and those with higher
A 104 g

4 credit exposure
THl | gl | ]
g__.. . : . | 0 T T
<=2 3 4 ==5 < T80k T20E - %1.5L = %1.5L
(68.1) (15.0) 8.7) (8.2) (53.0 (32.4) (14.6)
W Sep-23 B Jun-24 Sep-24 MW Sep-23 Jun-24 M Sep-24
Source: RBI Financial Stability Report, 360 ONE Asset Research Note: Numbers given in parentheses are the percentage share of loan portfolio outstanding in respective categories as at the end-September 2024
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Banking system asset quality continues to improve 360

The RBI's latest stress test projects the GNPA ratio to increase to 3% by Mar’26 from 2.6% in Sep’24 under the baseline scenario %

Sector-wise GNPA Ratio (%) of Banks

10 % 94 ~ ~ ~ .
77 8.4 Mar-22 Mar-23 Mar-24 m Sep-24 The banking system’s GNPA ratio fell to
8 2.6% in Sep’24 from 2.8% in Mar'24
6.2 6.2 58 5.9
6 9.2 Industries  and  services  witnessed
4 35 3.9 3.9 improvement in asset quality while
2.9 27 25 . 2.8 26 agriculture and retail remained flat
2 _ i 5icn N
0 ]
Agriculture Industries Services Retail Total
20 . SCBs GNPA Actual vs FSR Projection The RBI's latest stress tests project a
% worsening of asset quality by March 2026
15

The GNPA ratio is expected to increase to
3% by March 2026 under the baseline

10 . .
53 scenario, 5% under the medium stress
' scenario, and 5.3% under the severe stress

5.0 scenario
3.0

— Actual - Baseline
= Medium Stress Severe Stress 2.6

Mar-16 Mar-177 Mar-18 Mar-19 Mar-20 Mar-21 Mar-22 Mar-23 Mar-24 Mar-25 Mar-26

Source: RBI Financial Stability Report, 360 ONE Asset Research Note: GNPA - Gross Non-performing Assets
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Disclaimer 36<z)
m

This document constitutes confidential and proprietary material and may not be reproduced or further distributed in part or full to any other person without the written
permission of 360 ONE AMC. This document is the property of 360 ONE AMC and must be returned to 360 ONE AMC or its affiliates upon request. This document is provided for
assistance only and is not intended to be used for taking investment decisions or otherwise. This document is not investment, legal, tax, or accounting advice. The recipients
should also inform themselves, and should take appropriate advice, on the legal requirements and shall not rely on this document for any subscription, purchase, holding,
exchange, redemption or disposal of any investments. The opinions expressed herein are the personal opinions of the author. Past Performance is not an indicator/guarantee of
future returns. Investment in securities are subject to market risk. Whilst every care has been taken in preparing this document, 360 ONE AMC and its affiliates and agents to the
fullest extent permitted by applicable law disclaim any liability or responsibility for any error or omission or inaccuracy or mistake of any nature or any consequences of the use
of the material/ information displayed on this document. Notwithstanding the aforesaid, nothing set out above shall exclude liability for any undertaking, representation, warranty
or other assurance made fraudulently. The information given in this document is not exhaustive and is subject to change without notice.
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