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MARKET OUTLOOK FOR OCTOBER 2026

Domestic equity markets witnessed a broad-based correction in September 2026

Domestic equity markets remained under pressure in September 2026, with the Nifty 50
declining 6.1% during the month. The correction reflected renewed geopolitical tensions, rising
crude oil prices, foreign investor selling and higher global bond yields, which weighed on overall
market sentiment. The weakness was broad-based, with the Nifty Midcap 100 declining 7.6%
and the Nifty Smallcap 100 falling 3.4%. The Nifty Bank declined 5.8%, reflecting pressure across
financial stocks. Among sectors, Nifty Auto was the weakest, falling 8.8%, followed by Nifty
Consumption (-6.2%) and Nifty Infrastructure (-4.9%). Nifty Energy and Nifty FMCG declined
3.5% and 3.3%, respectively, while Nifty Pharma was relatively more resilient, declining 2.8%.

A major concern during the month was the rise in crude oil prices amid heightened geopolitical
tensions involving the US, Iran and the Strait of Hormuz. Higher crude prices raised concerns
over India's import costs, inflation and corporate profitability. At the same time, foreign investor
selling and elevated global bond yields added to market pressure, while domestic institutional
buying provided some support. Overall, September marked a shift toward a more cautious
market environment, with cyclical and rate-sensitive segments facing greater pressure, while
Pharma and FMCG showed comparatively better resilience.

Upside risks to inflation; 50-75 bps rate hike cycle likely from October

August CPl inflation rose to 4.8% YoY (July: 4.45% YoY), in line with expectations, with both food
and core inflation registering an uptick. Core inflation at 4.2% was driven by transport (ex-fuel),
likely due to second-order effects of rising oil and input prices. Poor monsoon has shifted the
inflation risks to (1) the harvest season (October November) with risks of lower crop yield and
(2) the winter crops (rabi season) given relatively lower reservoir levels. We do not pencil in
further retail fuel price hikes, though past hikes will now be retained. We maintain our FY2027
and FY2028 CPI inflation forecasts around 5.2% and 4.8%, respectively, but the probability of
5.5% and 5.8% in an adverse scenario has increased. We expect a 50-75 bps rate hike cycle, with
a 25 bps hike likely in October policy, reflecting inflation risks and real rate dynamics.

FY27 monsoon: Poor spatial and temporal distribution

Till September 25, cumulative rainfall was 13% below LPA, although weekly rainfall was 17%
above LPA, highlighting the uneven distribution of rainfall. On a cumulative basis, rainfall
remained deficient across southern, eastern and northeastern India, while central and
northwestern regions recorded normal rainfall. Of the 36 meteorological sub-divisions, 16
received deficient rainfall, 19 normal rainfall and one excess rainfall. Monthly rainfall was 40%
below LPA in June, 3.5% above LPA in July, 16% below LPA in August and 11% below LPA in
September (till September 25). The uneven monsoon, along with strengthening El Nifio
conditions and a negative I0D, raises concerns around soil moisture, reservoir levels and the
outlook for the upcoming rabi season.

Industrial activity strengthens further

India’s industrial output picked up pace in August, with IIP growth rising to 8.0% YoY from 7.4%
in July. Manufacturing remained the key growth engine, expanding 9.0%, while electricity output
also recorded strong growth of 12.3%. Capital and intermediate goods saw particularly healthy
momentum, pointing to improving investment and production activity. Mining remained a drag
amid monsoon-related disruptions. Overall, the August data suggest that industrial momentum
remains healthy, providing support to the domestic growth outlook.

Core sector growth remains steady, but momentum is mixed

India’s core sector growth moderated marginally to 4.8% YoY in August 2026 from 5.0% in July,
based on the new FY23-base series. Growth was led by cement (+12.5%) and electricity
(+11.6%), while iron ore (+5.5%), refinery products (+2.6%) and steel (+1.9%) grew at a slower
pace. On the weaker side, fertilizer output contracted 12.4%, followed by natural gas (-4.9%),
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coal (-3.8%) and crude oil (-3.6%). Overall, the data point to stable core-sector activity, although
the performance remains uneven across segments.

Goods trade deficit narrows on strong export growth

India’s goods trade deficit narrowed to US$26.9bn in August from US$32bn in July, supported
by strong export growth and moderation in imports. Goods exports rose 26% YoY to US$43.8bn,
led by petroleum products (+63%), engineering goods (+25%), electronics (+90%) and chemicals
(+16%). Goods imports increased 14% YoY to US$70.7bn, down from US$76.2bn in July. The
services trade surplus remained healthy at an estimated US$17.5bn in August, broadly stable
from US$17.7bn in July.

FY27E CAD/GDP at 1.4%; BOP to be in surplus of around USS$80 bn

Q1FY27 CAD of US$4.2 bn (0.5% of GDP) reflected the limited impact of the West Asia crisis,
with (1) a steady software services surplus (2) elevated remittances and (3) strong exports. We
raise our FY27E CAD/GDP forecast to 1.4% from 1.2%, factoring in our energy team's crude oil
forecast of US$90/bbl (earlier: US$85/bbl). While the goods trade deficit continues to widen,
services exports and remittances remain supportive. While FDI/FPI flows remained subdued in
FYTD27, BOP surplus at around US$80 bn will be supported by FCNR flows.

Global central banks tighten stance amid inflation risks

The FOMC hiked the Fed funds rate by 25 bps to 3.75-4%, in line with expectations. The FOMC
dot plot indicated another 25-bps hike each in CY26 and CY27. Markets continue to price in
three more hikes over the next 12 months. We do not expect the RBI to move in lockstep with
the Fed. The RBI's immediate focus will likely be to modulate banking system liquidity. The
European Central Bank raised policy rates by 25 bps in the September policy in line with market
expectations to counter inflationary pressures emanating from elevated crude prices.
Consequently, the deposit facility rate is at 2.5%, the main refinancing operations rate at 2.65%,
and the marginal lending facility rate at 2.9%. The ECB's inflation forecasts for CY26, CY27 and
CY28 are 3%, 2.5% and 2.1%, respectively. Meanwhile, the Bank of Japan raised its benchmark
policy rate by 25 bps to 1.25%, the highest level since 1995, as the bank aims to stabilise
underlying inflation at around 2%, such that price rises do not overshoot its target and adversely
affect the Japanese economy. For India, we expect a 50-75 bps rate hike cycle, with a 25 bps
hike likely in October policy, reflecting inflation risks and real rate dynamics.

Outlook and Valuation

Indian equities are undergoing a phase of consolidation amid elevated global macro
uncertainties. Higher crude oil prices, elevated US Treasury yields, rupee weakness and
continued FIlI selling have kept near-term sentiment cautious. Brent crude is trading around
US$103/bbl, while the US 10-year Treasury yield remains elevated at around 5.25%, keeping
global risk appetite subdued.

Foreign flows remain a near-term headwind, although steady domestic institutional buying
continues to provide support to the market. The divergence in FIl and DIl flows could keep
markets volatile in the near term, while any moderation in global risks could support a broader
recovery.

The earnings outlook, however, remains constructive. We expect index net profits to grow
~17.6% in FY27E (EPS: Rs1,239) and ~13.2% in FY28E (EPS: Rs1,411), implying valuations of
~18.3x/16.1x FY27E/FY28E earnings. Following the recent market consolidation, valuations
have become more reasonable, while healthy earnings growth provides fundamental support to
the market. We remain constructive on Indian equities from a medium- to long-term perspective.
The current volatility provides an opportunity to gradually accumulate quality businesses with
strong earnings visibility. We prefer BFSI, Automobile and selective Pharmaceuticals, where the
medium-term growth outlook remains favourable.
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Rating (Rs)* Value Cap. EPS (Rs) P/E (x) P/B (x) RoE (%)
Company (Rs) (Rs bn) FY27E FY28E FY27E FY28E FY27E FY28E FY27E FY28E
Borosil Renewables BUY 458 580 67.4 21.8 32.2 21.0 14.2 3.2 2.4 17.8 19.1
Eicher Motors ADD 7,150 8,200 1,962.8 247.3 279.7 28.9 25.6 7.7 6.6 28.6 27.7
Honasa Consumer BUY 431 580 140.6 8.6 10.5 50.2 411 8.6 7.4 18.4 19.5
ICICI Bank BUY 1,322 1,800 9,488.1 76.2 82.6 17.3 16.0 2.5 2.3 15.2 14.6
JSW Steel BUY 1,253 1,450 3,065 80.2 96.0 16.0 13.0 2.5 2.1 17.8 17.6

Source: Kotak Institutional Equities Research, Kotak Neo - PCG, *The above valuation summary is based on prices as on 30t September 2026

Exhibit 1: Global Indices Performance - for Month of September 2026
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Exhibit 2: Sectoral Indices:

% Change in the month of September 2026
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Exhibit 3: India Key Economic Calendar

Date Time Event

01-Oct HSBC India PMI Mfg
06-Oct HSBC India PMI Composite
06-Oct HSBC India PMI Services
07-Oct RBI Repurchase Rate
12-Oct CPI YoY

12-15 Oct Current Account

14-Oct Wholesale Prices YoY
14-16 Oct Exports YoY

14-16 Oct Imports YoY

14-16 Oct Trade Balance

21-Oct Core Industries Output YoY
23-Oct HSBC India PMI Mfg
23-Oct HSBC India PMI Services
23-Oct HSBC India PMI Composite
28-Oct Industrial Production YoY

Source: Bloomberg

Exhibit 4: Eurozone Key Economic Calendar

Date Time Event

01-Oct S&P Global Eurozone Manufacturing PMI
01-Oct Eurozone Unemployment Rate

05-Oct S&P Global Eurozone Services PMI
05-Oct S&P Global Eurozone Composite PMI
06-Oct Eurozone Retail Sales MoM

14-Oct CPI YoY

16-Oct CPI YoY

23-Oct S&P Global Eurozone Manufacturing PMI
23-Oct S&P Global Eurozone Services PMI
23-Oct S&P Global Eurozone Composite PMI
29-Oct ECB Main Refinancing Rate

29-Oct ECB Deposit Facility Rate

30-Oct Eurozone GDP SA QoQ

30-Oct Eurozone GDP SA YoY

30-Oct Eurozone Unemployment Rate

Source: Bloomberg

Exhibit 5: US Key Economic Calendar

Date Time Event

01-Oct ISM Manufacturing

01-Oct Initial Jobless Claims
02-Oct Change in Nonfarm Payrolls
02-Oct Unemployment Rate

02-Oct Durable Goods Orders
05-Oct ISM Services Index

06-Oct Trade Balance

14-Oct CPI MoM

14-Oct CPI YoY

15-Oct Retail Sales Advance MoM
16-Oct Industrial Production MoM
27-Oct Consumer Confidence
28-Oct FOMC Rate Decision — Upper Bound
29-Oct GDP Annualized QoQ

Source: Bloomberg
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Borosil Renewables (BRL) - BUY

Initiating Coverage

Current Market Price (CMP) Fair Value (FV)
Rs. 458 Rs.580

Rationale:

e BRL is India’s first and leading solar glass manufacturer, with an installed capacity of
1,000 TPD (tonnes per day), equivalent to ~¥6.5 GW.

Its domestic market leadership is supported by high entry barriers, in-house technology
and energy-efficiency initiatives, which enhance cost competitiveness.

e BRL is well positioned to benefit from India’s rapidly expanding solar manufacturing
ecosystem; investing “Rs1100cr to add 600 TPD capacity by Q4FY27.

Anti-dumping duties on imports from China & Vietnam provide greater pricing visibility.
e We expect revenue/EBITDA/adj PAT to grow at 19.2%/22.2%/21.6% CAGR in FY26-29E.
e We initiate with BUY with DCF based fair value of Rs580; implies~18x FY28E EPS.

# Positives:

e Demand-supply imbalance in solar glass is the strongest structural argument; would
leave a demand-supply gap of ~¥3,100 TPD even after announced expansion by players.

BRL delivered strong standalone growth during FY21-26, with revenue, EBITDA and
adjusted PAT CAGR of 25%, 19% and 27%, respectively.

The current 600 TPD expansion is fully funded, with Borosil expected to remain net-
cash positive even after the Rs1100 cr capex.

® Lower capex intensity adds competitive edge over new players

e Strong cash generation post-expansion should support the next growth phase.

'"® Negatives:

e Change in Government policy on antidumping duty, challenges related to gas supply
chain and delay in BRL’s new capacity addition are key risk.

(EBITDA: Earnings before Interest, tax, Depreciation and Amortization, PAT: Profit after tax, DCF: Discounted Cash Flows, EPS:
Earnings per share, CAGR: Compound Annual Growth Rate, TPD: Tonnes per day, GW: Giga Watt)

O

The content of this document has been derived from Kotak Securities PCG research report. Kotak's PCG Research
has summarized the report (Research Team: shrikant.chouhan@kotak.com).Readers who wish to access the

complete report are kindly requested to contact their respective Relationship Manager. Further, the recipient of
this material should take their own professional advice before investing.

o

Holding Period: 12 months
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Eicher Motors (EIM) - ADD

Q1FY27 Result Update

Current Market Price (CMP) Fair Value (FV)
Rs.7150 Rs.8200

Rationale:

1l

»

Q1FY27: Consolidated EBITDA 2.8% above our expectations led by higher ASPs.
Premiumization, lean channel inventory, capacity addition to anchor near-term growth.

Additionally, we expect the export segment’s momentum to pick up, owing to strong
trends in LATAM and ASEAN countries and gradual recovery in developed markets.

We estimate RE volumes to increase by 11% CAGR over FY26-29E.
VECV continues to track ahead of expectations, despite multiple uncertainties.

Our revised FV is Rs8200, we value RE business on DCF (implied valuation of 27.5x FY28E
EPS), the 250 cc business on DCF and the VECV business at 18x September 2028E EPS.

Positives:
Consolidated revenues increased 32% yoy, 2.9% above our estimates.
VECV’s profitability came in 40 bps above our expectations in Q1FY27.

Potential entry into the 250 cc segment could further widen the addressable market
and attract younger consumers.

Negatives:

Company saw net commodity/process cost impact of 4-4.5% from commodity inflation
in Q1FY27; gross margins were lower-than-expected.

Standalone EBITDA was 3.3% below our estimates due to higher-than-expected RM and
employee expenses.

Near-term profitability may remain under pressure due to commodity headwinds and
continued investments in marketing and new product launches.

(EBITDA: Earnings Before Interest, Tax, Depreciation and Amortization; DCF: Discounted Cash Flow; ASP: Average Selling Price; RM: Raw
Material; LATAM: Latin American; ASEAN: Association of Southeast Asian Nations; CAGR: Compounded Annual growth Rate; VECV: Volvo-
Eicher Joint Venture; RE: Royal Enfield; EPS: Earnings Per Share)

-

O

. * /

The content of this document has been derived from KIE research report. Kotak's PCG Research has summarized
the report (Research Team: shrikant.chouhan@kotak.com).Readers who wish to access the complete report are
kindly requested to contact their respective Relationship Manager. Further, the recipient of this material should
take their own professional advice before investing.

Holding Period: 12 months
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Honasa Consumer (HONASA) - BUY

Result Update

Current Market Price (CMP) Fair Value (FV)
Rs. 431 Rs. 580

Rationale:

Honasa reported ~26% yoy organic LFL revenue growth.
EBITDA margin expanded by 485 bps yoy to 13.1%.

Mamaearth grew in the high teens on a weak base, while younger brands grew 40%-+
(~30% organic).

TDC crossed Rs1000 cr in net sales on an ARR basis, with a low-teen EBITDA margin.

Management categorically confirmed that secondary sales are tracking primary sales,
with no benefit from channel stocking.

We raise FY2026-29E EPS by 12-18%. Roll over and increase FV to Rs580 (from Rs455),
based on a 50X Sep-2028E PE (40X earlier).

We upgrade the stock to BUY from ADD.

Positives:
Honasa's reported revenue grew 27% yoy to Rs760 cr (2.4% beat).

Growth driven by Mamaearth's acceleration to high-teen growth and 40%+ yoy growth
in younger brands.

Recurring PAT grew 98% yoy to about Rs81.8 cr.

Strong start to FY27E, ahead of medium-term growth and margin guidance.

Negatives:

Company has very low dividend yield.

(o

O
The content of this document has been derived from KIE research report. Kotak's PCG Research has summarized
the report (Research Team: shrikant.chouhan@kotak.com).Readers who wish to access the complete report are

kindly requested to contact their respective Relationship Manager. Further, the recipient of this material should
take their own professional advice before investing.

Holding Period: 12 months
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ICICI Bank (ICICIBC) - BUY

Company Update Q1FY27

Current Market Price (CMP) Fair Value (FV)
Rs.1322 Rs.1800

Rationale:

We update our models to factor in the recent annual report and 20F releases.

FY26 saw a recovery in loan growth and stable NIM, while credit costs showed no signs
of stress.

The period of maximum pressure on revenue growth is likely behind us, supporting a
constructive FY27 outlook.

External shocks remain a key risk for the sector for growth and asset quality.

We like the franchise—a top idea. We maintain BUY. FV remains unchanged.

Positives:

In FY26 the bank continued to defend its best-in-class NIM profile, despite elevated
funding cost pressures.

Stable NIMs are more impressive than they appear, as most banks reported a marginal
Compression.

Asset quality metrics showed no stress visible in the unsecured loan portfolio, while the
early buckets continue to point to a less worrisome FY27 as well.

ICICI Bank’s superior liability franchise positions it favorably across a range of
competitive, funding and rate-cycle outcomes.

Negatives:

Loan growth is broad-based, but retail loan growth is slower than the overall loan
growth, with high-yielding loan products growing slower within retail.

Capital market-related subsidiaries had a mixed performance.

(NIM: Net Interest Margin)

o

O

The content of this document has been derived from KIE research report. Kotak's PCG Research has summarized
the report (Research Team: shrikant.chouhan@kotak.com).Readers who wish to access the complete report are

kindly requested to contact their respective Relationship Manager. Further, the recipient of this material should
take their own professional advice before investing.

Holding Period: 12 months
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JSW Steel (JSTL) - BUY

Result Update

Current Market Price (CMP) Fair Value (FV)
Rs.1253 Rs.1450

Rationale:

JSTL’s Q1FY27 consolidated adjusted EBITDA came in ahead of estimates on higher
realizations.

India steel margins expanded to Rs15,110/ton (+23.3% goq) in Q1FY27.

We expect margins to soften due to adverse seasonality in Q2FY27 for long product
prices and elevated coal costs, partly offset by stronger volumes.

Completed the BPSL JV transaction & remains on track for 49 mtpa capacity by FY30.

A robust expansion pipeline and margin-accretive projects should keep earnings and
margins on an uptrend.

Recent correction makes risk-reward attractive. Upgrade to BUY.

Positives:

JSTL standalone EBITDA beat our estimates on improved realizations.
Growth visibility remains robust.

STL has robust growth pipeline until FY30.

JSTL's EBITDA/ton increased sequentially on higher prices.

JSTL's net debt decreased qoq on BPSL deconsolidation.

JSTL's net debt/EBITDA is expected to remain comfortably below stated levels of 3X.

Negatives:
Seasonal softness to impact margins in Q2FY27E.

JSTL's volumes declined in Q1FY27.

(CAGR - Compound Annual Growth Rate, EBITDA - Earnings Before Interest, Taxes, Depreciation, and Amortization, EPS-
Earning Per Share,)

The content of this document has been derived from KIE research report. Kotak's PCG Research has summarized
the report (Research Team: shrikant.chouhan@kotak.com).Readers who wish to access the complete report are
kindly requested to contact their respective Relationship Manager. Further, the recipient of this material should
take their own professional advice before investing.

Holding Period: 12 months
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Definitions of ratings
BUY -

We expect the stock to deliver more than 15% returns over the next 12 months

ADD - We expect the stock to deliver 5% - 15% returns over the next 12 months

REDUCE - We expect the stock to deliver -5% - +5% returns over the next 12 months

SELL - We expect the stock to deliver < -5% returns over the next 12 months

NR - Not Rated. Kotak Securities is not assigning any rating or price target to the stock.
The report has been prepared for information purposes only.

SUBSCRIBE - We advise investor to subscribe to the IPO.

RS - Rating Suspended. Kotak Securities has suspended the investment rating and
price target for this stock, either because there is not a sufficient fundamental
basis for determining, or there are legal, regulatory or policy constraints around
publishing, an investment rating or target. The previous investment rating and price
target, if any, are no longer in effect for this stock and should not be relied upon.

NA - Not Available or Not Applicable. The information is not available for display or is
not applicable

NM —  Not Meaningful. The information is not meaningful and is therefore excluded.

UNDER REVIEW -  Kotak Securities is reassessing the stock due to material developments or changes
that may affect its investment case, valuation or financial outlook. During this
period, the stock does not carry an active Buy, Hold, or Sell recommendation. The
rating will be reinstated or revised upon completion of the review.

NOTE - Ourtarget prices are with a 12-month perspective. Returns stated in the rating scale

are our internal benchmark.
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Disclosure/Disclaimer

Kotak Securities Limited established in 1994, is a subsidiary of Kotak Mahindra Bank Limited. Kotak Securities is one of India's largest brokerage and distribution
house.

Kotak Securities Limited is a corporate trading and clearing member of BSE Limited (BSE), National Stock Exchange of India Limited (NSE), Metropolitan Stock
Exchange of India Limited (MSE), National Commodity and Derivatives Exchange (NCDEX) and Multi Commodity Exchange (MCX). Our businesses include stock
broking, services rendered in connection with distribution of primary market issues and financial products like mutual funds and fixed deposits, depository services
and Portfolio Management.

Kotak Securities Limited is also a depository participant with National Securities Depository Limited (NSDL) and Central Depository Services (India) Limited (CDSL).
Kotak Securities Limited is also registered with Insurance Regulatory and Development Authority as Corporate Agent for Kotak Mahindra Life Insurance Company
Limited and Kotak Mahindra General Insurance Company Limited and is also a Mutual Fund Advisor registered with Association of Mutual Funds in India (AMFI). We
are registered as a Research Analyst under SEBI (Research Analyst) Regulations, 2014.

We hereby declare that our activities were neither suspended nor we have defaulted with any stock exchange authority with whom we are registered in last five years.
However SEBI, Exchanges, Clearing Corporations and Depositories etc have conducted the routine inspection and based on their observations have issued
advise/warning/show cause notices/deficiency letters/ or levied penalty or imposed charges for certain deviations observed in inspections or in normal course of
business, as a Stock Broker / Depository Participant/Portfolio Manager. We have not been debarred from doing business by any Stock Exchange / SEBI or any other
authorities; nor has our certificate of registration been cancelled by SEBI at any point of time.

We offer our research services to clients as well as our prospects.

This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any other person.
Persons into whose possession this document may come are required to observe these restrictions.

This material is for the personal information of the authorized recipient, and we are not soliciting any action based upon it. This report is not to be construed as an
offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. It is for the general information of
clients of Kotak Securities Ltd. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or
needs of individual clients.

We have reviewed the report, and in so far as it includes current or historical information, it is believed to be reliable though its accuracy or completeness cannot be
guaranteed. Neither Kotak Securities Limited, nor any person connected with it, accepts any liability arising from the use of this document. The recipients of this
material should rely on their own investigations and take their own professional advice. Price and value of the investments referred to in this material may go up or
down. Past performance is not a guide for future performance. Certain transactions -including those involving futures, options and other derivatives as well as non-
investment grade securities - involve substantial risk and are not suitable for all investors. Reports based on technical analysis centers on studying charts of a stock's
price movement and trading volume, as opposed to focusing on a company's fundamentals and as such, may not match with a report on a company's fundamentals.

Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis the information
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