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What should keep investors grounded? 

  f y     lo e  o  no he    le  one  nd  h      e       20,000.   ny fo e    e   d d no   n       e  h    h    ould be   h eved  n  u h   

 ho      n of    e. When  he  ndex    ded below  he   ev ou  h gh of 18,477  e  hed  n O  obe  2021  nd  h    oo fo    long    e, 

 he e we e   ny who ex e  ed     ee  f ll.     e  h       nd of     own  nd  ho e  o b e   ou  on  he u   de.  

We bel eve  he     e    lly    on   f    foo  ng. Ou      l new le  e  w      led “Wh   wo   e   he     e ? Wh     n go   gh ?”.  he 

   le    elf w    e n   o d  w  he    en  on of ou   nve  o    o  he  o   b l  y of   bull  h  ove. We   de ou   o n  on  he     ove en  

 n b n    nd    o   ble  o    ve  u     e on  he e ono y.   

  f y w      18,065 on 30 h     l.   n e  hen,  he     e  h   been v ew ng  he gl       h lf full wh le d   oun  ng  he  o    ve .  

1.    n ng  downg  de  h ve bo  o ed ou  w  h  o e   ve    (  ,  o e       of  on u e   e  o  – on e  g  n d   u  ed l    

 on h  n ou    e e    led “K- h  ed  e ove y?”) 

2. B n    on  nue  o     ove 

3. Con u  en   nd    o   on  he e ono y   e  how ng  h    he  e ove y     ol d fy ng 

4.  nfl   on h    hown     o en   y  o  of en (food     e    e     o le )  

5. C  ex    beg nn ng  o d  ve g ow h 

 

Wh le   10%   lly  n le    h n  h ee  on h   hould  lw y      e  o e   u  on,  he     e     f   o  ng  n  n     ove en   n  o e  nd  . 

 h     y  ound   b       nge fo   ho e u ed  o  he  o  - lob l F n n   l C          e .   ow h w   no  d  ven by       l- n en  ve 

 e  o   fo    long    e. When   b o d-b  ed g ow h    on  he  nv l,  he e      e       . How   n P   b n    how low  P  ? How 

  n  ny       l- n en  ve  e  o    e  e v lue?   e      h ve been       fo    wh le now.  

 f you h d ve y h gh ROC /RO , you we e en   led  o ex  nd v lu   on  w  hou   ny  e l ng.  f you  ROC /RO     below  o   of 

      l be  u e of  n unhel ful     o-  en   o o        e    de (u u lly,          o b n   on),  hen  he d  f  w    h    u h  o   n e  

  n neve  do well  n  nd   eve   g  n. Down- y le  we e  hough   o h ve ended fo eve  fo  one  e  of  o   n e   nd we e dee ed  o 

be unend ng fo  o he  .  

 o he e we   e,  no   ng    20,000.  he   le  one ne  he   e n     o    h     e  no  doe     he  ld  ny new   end.  h       he    e 

 o    e   wh    he       ew  d    loo  ng l  e,       ul  ly ove  2-3 ye    f o  now. Ove  ll,  he e ono    g ow h  ee    o be   

   lw nd. Howeve ,  he e   e   few  o n   wh  h  hould  ee  u  on ou   oe .  

1. IT Services 

 h        bellwe he   e  o .  o e of  he be   gove ned  o   n e   nd  ho e who   e  ed   lo  of  h  eholde  v lue  n  he        e 
  e en  he e. We h ve been  en  ng fo    wh le now (ove  18  on h   nd  oun  ng)  h    o e h ng     foo  wh  h   y no  be g e   
fo   he   o     he e n. Le  u  loo     how  he  e  o  we gh  h    oved: 

IT weight in Nifty 50 (%) 

Period Weights 

Dec-19 12.8 

Dec-20 16.3 

Dec-21 19.1 

Dec-22 14.0 

Jun-23 12.6 
Source: NSE Indices, Spark Fund Research  

Well, we  ee   o h ve  o e   full     le.   o    h ve f llen   g e   de l even     he     e          new h gh.  ve yone  ee     y ng 

 h    he e   e g e    o   n e   nd eve y h ng w ll be o  y  n  he long  un.  Wh le we h ve no g e   g f  of  l   voy n e  o que   on  ll 

 ho e ou   he e, we dee     f    o loo      he follow ng 

 

 .  he go l o   fo     o   ble  e ove y w   F 23 when  he   o    d d  oo ly  n  he f     h lf of 2022. When  he e we e  o e  ed 

fl g   n     l 2023,  he go l o    h f ed  o  he  e ond h lf of F 24.  ow,  he    e h   been  oved  o F 25.  o   u h ex l n   on 

    o why  h ng   hould ge  be  e .       ju    h   one    en   led  o   full  ev v l.  
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B. Loo      he  B      g n   n  h    e  o  

                                                                                               EBIT Margin (%) 

Company 
FY 
18 

FY 
19 

FY 
20 

FY21 FY22 FY23 FY24 

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 

TCS 24.8 25.6 24.6 23.6 26.2 26.6 26.8 25.5 25.6 25.0 25.0 23.1 24.0 24.5 24.5 23.2 

Infosys 24.1 22.0 21.3 22.7 25.3 25.4 24.5 23.7 23.6 23.5 21.6 20.1 21.5 21.5 21.0 20.8 

HCL 19.5 19.6 19.7 20.7 21.7 23.0 16.7 19.6 19.1 19.1 18.0 17.0 17.9 19.6 18.2 16.9 

Wipro 15.2 16.5 16.8 17.3 18.4 21.2 20.5 18.5 17.3 16.9 16.3 14.3 14.0 15.6 15.8 15.1 

Tech Mahindra 11.8 15.0 11.0 10.1 14.2 15.9 16.0 15.2 15.2 14.8 13.2 11.0 11.2 12.0 9.6 6.8 

LTI Mindtree 14.1 18.4 16.1 17.4 19.9 20.6 19.4 16.4 17.2 18.5 18.1 17.4 16.1 13.9 16.4 16.7 

Source: Ace Equity, Spark Fund Research 

 ven     he  u ee de  e    ed f o    ound 72-75  n  2 of F 21  o ove  82  n F 23  nd even     he e w      o   Cov d  e ove y  n 

de  nd,  he    g n  h ve been go ng  ou h.    g n    e now       ng  he lowe  end of   f ve-ye   b nd even fo   he le de    nfo y  

 nd  C  even  hough  he   R           we  e  .    g n  h ve     e ed fo    few of  he we  e   l ye  .  he d o   n    g n   n  he f  e 

of   we    u ee     o be v ewed  n  he  on ex  of  he f     h   no  oun  y w  h    o  e    ve  u  en y  o  e e  w  h  nd  n   .    

    he  ndu   y go ng  o h ve  o    e   de  dedly lowe     g n   o  ee  ge   ng even   low g ow h? 

C. V lu   on b nd  fo   nfo y  &  C   

  Period 

Infosys TCS 

Average Trailing 
 PE (x) 

Average USD Revenue 
Growth (%) 

Average Trailing  
PE* (x) 

Average USD Revenue 
Growth (%) 

 FY2003-08 32 41 29 38 

 FY2010-18 19 11 22 15 

 FY2021-23 31 16 34 12 
 *Note: For TCS, average PE from 30th June 2005 
 Source: Bloomberg, Company Reports, Spark Fund Research 

 

 he d        le  .  f  evenue g ow h  l    o   f    g n    n , v lu   on    y   ove  oo he vy.  

 

1. Does the Indian consumer have too much on her plate? 

 he de  nd   end    e ve y d ve gen . Volu e g ow h fo  H ndu   n  n leve   n  1 w   3%  o  wh le do e            ff   g ow h 
w   19%  o . Ho el o  u  n y  n  1 fo   nd  n Ho el  w   65% wh le    w      62%   e-Cov d ( 1 F 20).  he e   e  d    edly 
  ndo  d     o n   bu  offe  food fo   hough .  he  nd  n  on u e       end ng bu  h    oo b g    ho   ng l    when  o    ed w  h 
 n o e  o  ee  eve yone h   y. He e     he   oble  now.  he  eg en   whe e  he e       lugg  hne    n de  nd   e  ho e wh  h 
h ve been ove -owned fo    long wh le now.  

2. Rising share of more cyclical sectors in Nifty profits 

                                                                                   Share of Nifty 50 profits (%) 

Sectors FY16 FY20 FY21 FY22 FY23 FY24e 

Private Banks/Insurance/Financials 20 26 25 22 24 26 

Public Sector Banks 2 5 6 6 9 8 

IT Services 22 22 18 15 15 14 

Consumer & Healthcare 11 11 9 7 10 9 

Cyclical Commodities 8 18 26 29 16 18 

Automobiles 12 2 1 2 5 7 

Capital goods 2 3 1 2 2 2 

Reliance 12 12 12 11 11 10 

Others 12 -1 2 8 8 7 

Source: Ace Equity, NSE Indices, Bloomberg, Spark Fund Research.  

        f     h    ll  e  o     e d   l y ng  o e  y l   l  h     e         n  he new e    h   h   d wned. Howeve ,  he e   e  e  o   wh  h 

we  ll  now   e   one  o  o e  y l   l  y – f n n   l  (P   b n   be ng  o e  y l   l  h n  he    v  e one ),  e  l ,  u o &       l 

good .  he  h  e of   of    fo   he e  e  o   h   been     ng.     he    e    e,  he v lu   on  of  ho e  e  o   who e   of    h  e    

go ng down   e  efu  ng  o  o  e  .  
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3. Global risks 

 h   h   no  gone  w y.  he   lly  n glob l     e     y h ve g ven   f l e  en e of  el ef. Wh le       e e   on   y o    y no  be 

 vo d ble,  he g ow h ou loo  fo  2024  nd beyond    loo  ng ve y h zy. We need  o w   h ou .  

4. The rise in unsecured lending 

P y   h   been     ng      b o e  fo   n eve -    ng l    of lende  .  h     y be ex    ng fo    ny. P  o   o 2008, b n   wh  h u ed 

 gen    o bu ld  he    e   l boo     d   he vy     e.  f you  ove onl ne,  he      doe  no  d     e  .  n e u ed lend ng h      en fo  

b n    nd  o e wo  y ngly fo  non-b n    nd  h    oo, fo  lend ng  h ough d g   l  h nnel .  

 
*Note: MFI loan includes both from Banks & NBFCs; Unsecured loans from banks 

Source: MFIN India, RBI, Spark Fund Research 

 

5. Politics 

We w n   o  ee     fo   he end. We   e no   n    o    on  o   ed    how  h   w ll  l y ou .   ven  he ( o   ble) o           o    on ng 
of  he     e   n  he  un-u   o  he ele   on ,  he       w ll  l o  ee  bu ld ng u   nd  h      fo   u e.  le   on   n  nd     y no      e  
1-2 ye     f e   he even .      y    ll     e   n  he  un-u   nd  oon  f e   he  e ul    o e ou .  
 

How does this all stack up? 

 nd    ould well h ve en e ed    e  od of  ol d  nd   e dy g ow h  nd    o e b l n ed one     h  .  he     e  h v ng b e  hed   new 
h gh  nd    led     le  one     he efo e  n  he f  ne   of  h ng .  nl  e  n  he  e  od 2002-2007,  he e   e no glob l    lw nd   o egg 
 nd  n g ow h  long.  o  h   ex en , we need  o  ode   e ou  o       .  hen  he e     he    ue of  h   d  ho o y. Whe e  he e   e 
 o   n e  w  h low-     bu  ne    odel ,  he g ow h    unex    ng  nd v lu   on    e     ono    l. Whe e  he e    v lu   on  o fo   
 nd g ow h,  ho e bu  ne  e    e  n  e  o   wh  h   y be  o e  y l   l.  he  h llenge of  he  o en      o  ee   he   gh  b l n e 
wh le  e   n ng bull  h on  o e  nd  .  

 

Warm regards, 

P Krishnan (CIO) and Team Spark Fund 

 

 

Disclaimer: The contents of this document are for general consumption only and are not to be construed as either a Research Report or a recommendation 
of any manner by Spark Capital Advisors (India) Private Limited or its affiliates (“Spark Group”). Spark Group shall not be responsible for any investment 
decisions made by the readers and recipients of this report.  
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Unsecured loan growth - 17.8%
Total loan growth - 10.4% 


