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Picking the right cherries

Summary

+ In this inaugural edition of our Equity ETF Picks report, we look at three key themes - automobile, PSU banks and
the Nifty 50 itself. Riding on the strength of these, we have also recommended apt ETF picks.

* The auto sector is set to race ahead led by GST rate cuts, better rural sentiment, government'’s infrastructure
spending and rising disposable incomes

« PSU banks are transforming structurally, marked by robust profitability and a historic improvement in asset
quality; they are reclaiming market share from private peers, particularly in the MSME and corporate lending
segments

+ The Nifty 50's path is blazed by earnings acceleration, lack of macroeconomic imbalances, sustainable rock-solid
domestic inflows; valuations are cheaper versus the start of 2025..

Automobiles sector:

Automobile industryis ataninflection point after the government rationalized GST rates across automobile categories.
Prices declined for cars, two-wheelers and commercial vehicles, providing an immediate boost to demand, particularly
at the entry level.

India’s automobile industry wrapped up 2025 on an impressive high, with leading manufacturers reporting strong
year-on-year growth in December. Healthy consumer demand, improved rural sentiment and continued government
infrastructure spending helped sustain the industry’s positive momentum through the final quarter of the year. Major
automakers such as Maruti Suzuki, Mahindra & Mahindra and Tata Motors recorded robust domestic sales, supported by
favourable macroeconomic conditions and rising disposable incomes. Two-wheeler players also recorded encouraging
growth, reflecting revived urban mobility demand and sustained traction in semi-urban and rural markets. Strong
festive season momentum, stable financing conditions and consumer preference for feature-rich models further
underpinned performance across categories.

Tractor players yet again clocked growth in December, driven by several factors. Recent government policies that
encourage tractor buying, reduction in GST on tractors, ongoing state subsidies, a strong Kharif harvest, and an
increase in Rabi planting all supported the tractor industry’s continued record growth into December.

With these positive levers of low vehicle penetration, GST rate cut, eighth pay commission rollout and lower interest
rates auto sector is well posed for double-digit value growth over the next 3-5 years. Underlying premiumisation
trend remains unabated. Commercial vehicle segment is also undergoing a structural demand leading to next upcycle.
Supportive factors such as improving freight rates, GST cuts, Reducing average fleet age help improve traction for
commercial vehicles. An uptick in infrastructure spending, healthier demand indicators across segments and new
model launches across powertrains further strengthen the near-term outlook. LCV demand has already picked up well
post the GST cuts, and exports are gradually improving, thereby providing additional tailwinds.

Preferred auto ETFs

ETF NAV Asset (Cr) Expratio 1mReturn 3Mreturn 1yrreturn 3yrreturn
Nippon Auto ETF 296.4 452 0.22% 3.24% 7.69% 23.868% 131.77%
ICICI Pru Nifty Auto ETF 29.7 175 0.20% 3.44% 8.06% 24.21% 133.41%

Source: Mirae Asset Sharekhan Research
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PSU Banks:

Indian PSU banks are currently undergoing a structural transformation, marked by robust profitability and a historic
improvement in asset quality. By March 2025, aggregate GNPA ratios plummeted to approximately 2.58%, down from
a 2018 peak of 14.6%, showing strong balance sheets. Driven by governance reforms and aggressive digitalization,
PSBs are successfully reclaiming market share from private peers, particularly in the MSME and corporate lending
segments. Despite a sluggish credit environment, PSBs have leveraged stable funding profiles to maintain competitive
NIMs and benefit from treasury gains. Credit cost is expected to be benign on steady asset quality which will add up
for the profitability.

With credit growth projected to reach 11-11.5% for FY2026, PSBs offer a compelling risk-reward profile supported
by favourable valuations and strong capital adequacy. As credit costs stabilise and corporate borrowing revives in
H2FY26, the sector is well-positioned for sustained core profitability and outperformance in the broader market.

Preferred PSU bank ETF picks

ETF NAV Asset (Cr) Expratio 1mReturn 3Mreturn 1yrreturn 3yrreturn
Nippon Nifty PSU bank ETF 97.8 4050 0.49% 4.67% 15.2% 38.57% 104.65%
Kotak Nifty PSU bank ETF 878.0 2322 0.49% 5.09% 15.82% 38.71% 105.03%
SBI BSE PSU bank ETF 51.2 866 0.25% 2.0% 16.04% 20.65% -

Source: Mirae Asset Sharekhan Research

Nifty 50:

The setup for H2FY26 and FY27 is much better than in 2025. Markets are broadly 20% cheaper in terms of valuations
as compared to the start of 2025. Indian corporates in the longer term are likely to deliver earnings growth in line with
a nominal GDP growth of 10-11% and the same should be reflected in performance of benchmark indices. Earnings
acceleration, no macroeconomic imbalances, sustainable rock-solid domestic inflows. With all the aforementioned
positives, we that believe Indian markets offer a better risk-reward ratio. Historically, the Nifty 50 has consistently risen
up in the long term, reflecting the overall growth of the Indian economy. The investment thesis assumes that India’s
economic expansion will continue, driving the performance of the top 50 companies and, by extension, the Nifty 50 ETF.

Preferred Nifty 50-based ETF Picks

ETF NAV Asset (Cr) Expratio 1mReturn 3Mreturn 1yrreturn 3yrreturn
SBI Nifty 50 ETF 279.9 218948 0.04% 0.0% 5.32% 11.57% 50.19%
UTI Nifty 50 ETF 288.0 70427 0.05% 0.1% 5.25% 11.86% 50.31%
Nippon Nifty 50 ETF 296.0 56726 0.04% 0.0% 5.29% 11.93% 50.21%

Source: Mirae Asset Sharekhan Research
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DISCLAIMER

This information/document has been prepared by Sharekhan Ltd. and is intended for use only by the person or entity to which it is addressed to. This
Document may contain confidential and/or privileged material and is not for any type of circulation, and any review, retransmission, or any other use
is strictly prohibited. This information/ document is subject to change without prior notice.

Recommendation in reports based on technical and derivatives analysis is based on studying charts of a stock’s price movement, trading volume, and
outstanding positions, as opposed to focusing on a company’s fundamentals and as such, may not match with a report on a company’s fundamentals.
However, this would only apply to information/documents focused on technical and derivatives research and shall not apply to reports/documents/
information focused on fundamental research.

This information/document does not constitute an offer to sell or solicitation for the purchase or sale of any financial instrument or as an official
confirmation of any transaction. Though disseminated to all customers who are due to receive the same, not all customers may receive this report at
the same time. Mirae Asset Sharekhan will not treat recipients as customers by virtue of their receiving this information/report.

The information contained herein is obtained from publicly available data or other sources believed to be reliable, and Mirae Asset Sharekhan has not
independently verified the accuracy and completeness of the said data and hence it should not be relied upon as such. While we would endeavour
to update the information herein on a reasonable basis, Mirae Asset Sharekhan, its subsidiaries and associated companies, their directors, and
employees (“Mirae Asset Sharekhan and affiliates”) are under no obligation to update or keep the information current. Also, there may be regulatory,
compliance, or other reasons that may prevent Mirae Asset Sharekhan and its affiliates from doing so. This document is prepared for assistance
only and is not intended to be and must not alone be taken as the basis for an investment decision. Recipients of this report should also be aware
that past performance is not necessarily a guide to future performance, and the value of investments can go down as well. The user assumes the
entire risk of any use made of this information. Each recipient of this document should make such investigations as it deems necessary to arrive at
an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved) and
should consult its own advisors to determine the merits and risks of such an investment. The investment discussed or views expressed may not be
suitable for all investors. We do not undertake to advise you as to any change of our views. Affiliates of Mirae Asset Sharekhan may have issued other
recommendations/ reports that are inconsistent with and reach different conclusions from the information presented in this recommendations/report.

This information/recommendation/report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or
located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation
or which would subject Mirae Asset Sharekhan and affiliates to any registration or licensing requirement within such jurisdiction. The securities
described herein may or may not be eligible for sale in all jurisdictions or to a certain category of investors. Persons in whose possession this document
may come are required to inform themselves of and to observe such restrictions.

The analyst certifies that the analyst might have dealt or traded directly or indirectly in the securities of the company and that all the views expressed
in this document accurately reflect his or her personal views about the subject company or companies and its or their securities and do not necessarily
reflect those of Mirae Asset Sharekhan. The analyst and Mirae Asset Sharekhan further certifies that either he or his relatives or Mirae Asset Sharekhan
associates might have direct or indirect financial interest or might have actual or beneficial ownership of 1% or more in the securities of the company
at the end of the month immediately preceding the date of publication of the research report. The analyst and Mirae Asset Sharekhan encourage
independence in research report/ material preparation and strive to minimize conflict in the preparation of the research report. The analyst and Mirae
Asset Sharekhan do not have any material conflict of interest or have not served as officers, directors or employees or engaged in market-making
activity of the company. The analyst and Mirae Asset Sharekhan have not been a part of the team which has managed or co-managed the public
offerings of the company, and no part of the analyst's compensation was, is or will be, directly or indirectly related to specific recommendations or
views expressed in this document. Sharekhan Ltd, or its associates, or analysts. have not received any compensation for investment banking, merchant
banking, brokerage services or any compensation or other benefits from the subject company or from a third party in the past twelve months in
connection with the research report.

Either Mirae Asset Sharekhan or its affiliates or its directors or employees/representatives/clients or their relatives may have position(s), make market,
act as principal or engage in transactions of purchase or sell of securities, from time to time or may be materially interested in any of the securities
or related securities referred to in this report and they may have used the information set forth herein before publication. Mirae Asset Sharekhan
may from time to time solicit from, or perform investment banking or other services for, any company mentioned herein. Without limiting any of
the foregoing, in no event shall Mirae Asset Sharekhan, any of its affiliates or any third party involved in, or related to, computing or compiling the
information have any liability for any damages of any kind.

Forward-looking statements (if any) are provided to allow potential investors the opportunity to understand management'’s beliefs and opinions in
respect of the future so that they may use such beliefs and opinions as one factor in evaluating an investment. These statements are not a guarantee
of future performance, and undue reliance should not be placed on them. Such forward-looking statements necessarily involve known and unknown
risks and uncertainties, which may cause actual performance and financial results in future periods to differ materially from any projections of future
performance or results expressed or implied by such forward-looking statements. Sharekhan Ltd and its affiliates undertake no obligation to update
forward-looking statements if circumstances or management’s estimates or opinions should change, except as required by applicable securities laws.
The reader/investors are cautioned not to place undue reliance on forward-looking statements and use their independent judgment before taking any
investment decision.

Investment in securities market are subject to market risks, read all the related documents carefully before investing. The securities quoted are for
illustration only and are not recommendatory. Registration granted by SEBI, and certification from NISM in no way guarantee performance of the
intermediary or provide any assurance of returns to investors.

Mirae Asset Sharekhan has been ranked as India’s No.1 Retail Broker by Asiamoney Brokers Poll 2023. For more details, visit bit.ly/AsiamoneyPoll
Client should read the Risk Disclosure Document issued by SEBI & relevant exchanges and the T&C on www.sharekhan.com

Registered Office: 1st Floor, Tower No. 3, Equinox Business Park, LBS Marg, Off BKC, Kurla (West), Mumbai 400 070, Maharashtra, India.
Tel: 022-67502000.

Correspondence/Administrative Office Address - Gigaplex IT Park, Unit No 1001, 10th floor, Building No.9, TTC Industrial Area, Digha, Airoli-West, Navi
Mumbai - 400708. Tel: 022 61169000 / 61150000.

Registration and Contact Details: Name of Research Analyst - Sharekhan Limited - (AMFI-registered Mutual Fund Distributor), Research Analyst Regn
No.: INH000006183. CIN: U99999MH1995PLC087498.

SEBI Regn. Nos.: BSE / NSE (CASH / F&O / CD) / MCX - Commodity: INZ000171337; BSE - 748, NSE - 10733, MCX - 56125, DP: NSDL/CDSL-IN-DP-365-2018;
PMS: INP000005786; Mutual Fund: ARN 20669 (date of initial registration: 03/07/2004, and valid till 02/07/2026); IRDAI Registered Corporate Agent
(Composite) License No. CA0950, valid till June 13, 2027.

Compliance Officer: Mr. Joby John Meledan; Tel: 022-4657 3809; email id: complianceofficer@sharekhan.com
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