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From the Fund Manager’s desk...
ReKovery: Separating the Men from the boys...

The only certainty in today’s uncertain times has been that a recovery will come about
at some point of time. While it is uncertain as to when this might happen, some try
and analyse how this might happen. A simplified approach to answering the “How?2”
certainly has some merit while taking investment decisions today.

The range of outcomes have been fairly wide ranging right from the popular and over
optimistic “V” shaped recovery to the more conservative “U” shape, “W" shape or “L"
shape, speaking about the most popular ones. (Ref to Exhibit 1)

We have a different view and strongly believe that the recovery path will not be the
same for all. A divergence between companies with winning traits and losing traits
amidst the grave hardship in economic and business environment will become fairly
evident going ahead. Interestingly to that effect we see a “K” shaped recovery is the
most likely outcome. The “K” shaped recovery concept rests on the idea that while
the fortunes of some in the economy have nearly or fully recovered (broadly defined),
the fortunes of many are still declining, or at least failing to recover nearly as quickly.
(Ref to Exhibit 2)

Exhibit 1: Variety of shapes of recovery have been spoken Exhibit 2: ...We have a different and polarising view, we
about, popular ones include V, U and L... see the recovery to be more K shaped above all
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Over the past year we have seen how companies across our Emerging Giants fund,
which we naturally believe to be stronger players vs their peer set have shown
resilience in delivering stronger relative business performance (Ref to Exhibit 3,4)
and consequently stronger return performance vs. the broader market. (Ref to Exhibit
3)

A precondition to pinpoint and include such companies was the clear identification of
characteristics of companies with The Right to Win (Ref to Exhibit 6).A "K" shaped
recovery thesis entirely rests on the divergence between Winners and Laggards going
ahead.

Having identified companies in our portfolio scheme which we believe to have
winning abilities or what some might consider strong market positioning, we go on to
segregate these companies based on Positioning (formidable challenger,
segmental/regional leader or an Industry leader) and Peer dynamics (Monopoly,
Duopoly, Oligopoly and Fragmented Industry) (Ref to Exhibit 7)

With the pain points likely to increase for the underlying economic and
business landscape what we have seen as resilience so far in our portfolio
companies will soon start fo resemble a K shaped divergence as the heat is
turned up!
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Exhibit 3: Ambit EG portfolio Revenue
divergence with benchmark Index
since beginning of tough period (from
FY17)

Exhibit 4: Ambit EG portfolio PAT
divergence with benchmark Index since
beginning of tough period (from FY17)

Exhibit 5: ...consequently the returns
of Ambit EG CYTD have been good
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Exhibit 6: Picking right to win companies, first identify Exhibit 7: EG Right to Win Positioning +Peer dynamics
winners vs. losers
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History favours leaders, irrespective of size or sector...
Let us take some examples of well-known companies to drive this point home. A lot
can be learned from the leaders of our times, no matter the sector. It is tough to have
a conversation about housing finance today while skipping out the phenomenal
growth of Aavas Financiers. Similarly when it comes to biscuits, it is impossible to have
a meaningful conversation without talking about Britannia Industries. Likewise in the
radio segment
Exhibit 8: Britannia continued to gain Exhibit 9: Aavas kept tight control on Exhibit 10: Music Broadcast-
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Britannia Industries: “Good days” (pun intended) in lockdown -Ref Exhibit 8

Many would characterise the last few years as economically challenging years with a
series of disruptive events such as demonetisation, GST reforms and now Covid to
name a few. However the biscuit manufacturer of choice, Britannia Industries has
been marching to a different tune. Biscuit market share has increased to 36%, a gain
of 400bps in the last 3 years itself. During this period the gap between Britannia and
its peer set has considerably widened and that too with good reason.

a) Distribution has risen by 3x, direct reach now stands at 2.15mn outlets.
b) Product Launches & Re-launches were highest in the last 3 years

The market cap CAGR for the last 5 years has been 20% following closely a PAT CAGR
of 21%.

1QFY21: In the more recent times too the company has gained from strength to
strength and this is visible in Q1FY20 as well across the board. The company has
gained market share and improved visibility in rural segment (16% QoQ) during
lockdown and such depth led to overall growth for the biscuits segment (Ref Exhibit
8). Promising categories such as Milk shakes (Tetra Pack) now have 20% market share
(No 2 brand) and Wafer Biscuits now 10% market share (No 3 brand) have also
gained meaningfully in less than a year of launch.

Aavas Financiers:Focus on collection became currency for growth-Ref Exhibit 9

During FY16-20, both real estate & housing finance companies have been under
severe stress due to events like RERA, Demon, IL&FS and an economic slowdown.
During the same period Aavas financiers, a formidable housing finance player has
seen its market share more than double from ~1.4% to ~2.9% in the affordable
segment. This has been on the back of 47% CAGR in AUM versus a 23% growth in
affordable housing finance industry, while overall housing finance industry growth has
been even lower at just 14%.

1QFY21: The market share gains have continued even during the ongoing phase of
Covid, as many Housing Financiers have become conservative in lending to new
customers due to low liquidity levels. An interaction with the management revealed
that, disbursements for July/Aug are back to ~90% of normal levels, ICRA has
upgraded company rating from A+ to AA- in Aug’20 and the company has been able
to raise capital at a cost which is as low as 6%, all this while peers are suffering.

Music Broadcast- Never let a crisis go to waste! (Ref Exhibit 10)

Music Broadcast has adopted a disciplined approach of profitable growth with focus
on bottom-line. This has kept them away from poor capital allocation decisions like
some of the peers. The company is profit leader in the industry and in tough times this
allows it to gain over peers.

1QFY21: This profit leadership gives the company the right to win. It is directly visible
in the volume share gains in Q1FY21 when the whole industry was suffering due to
Covid. It achieved this by quickly re-inventing itself during this time and focusing on
tactical deals like the Coronavirus awareness campaigns, special day promotions, etc.,
which helped garner >30% of QI1FY21 revenues across nearly 980 clients.
Additionally of the new client base of 1,000 advertisers on radio MBL was able to
capture the highest share of 36%.
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For any gueries, Elease contact:

Ashu Tomar - Phone: +91 22 6623 3244, Email - ciapms@ambit.co

Ambit Investment Advisors Private Limited -
Ambit House, 449, Senapati Bapat Marg,
Lower Parel, Mumbai - 400 013

Risk Disclosure & Disclaimer

Ambit Investment Advisors Private Limited (“Ambit”), is a registered Portfolio Manager with Securities and
Exchange Board of India vide registration number INPO00005059.

This presentation / newsletter / report is strictly for information and illustrative purposes only and should
not be considered to be an offer, or solicitation of an offer, to buy or sell any securities or to enter into any
Portfolio Management agreements. This presentation / newsletter / report is prepared by Ambit strictly for
the specified audience and is not intended for distribution to public and is not to be disseminated or
circulated to any other party outside of the intended purpose. This presentation / newsletter / report may
contain confidential or proprietary information and no part of this presentation / newsletter / report may be
reproduced in any form without its prior written consent to Ambit. All opinions, figures, charts/graphs,
estimates and data included in this presentation / newsletter / report is subject to change without notice.
This document is not for public distribution and if you receive a copy of this presentation / newsletter /
report and you are not the intended recipient, you should destroy this immediately. Any dissemination,
copying or circulation of this communication in any form is strictly prohibited. This material should not be
circulated in countries where restrictions exist on soliciting business from potential clients residing in such
countries. Recipients of this material should inform themselves about and observe any such restrictions.
Recipients shall be solely liable for any liability incurred by them in this regard and will indemnify Ambit for
any liability it may incur in this respect.

Neither Ambit nor any of their respective affiliates or representatives make any express or implied
representation or warranty as to the adequacy or accuracy of the statistical data or factual statement
concerning India or its economy or make any representation as to the accuracy, completeness,
reasonableness or sufficiency of any of the information contained in the presentation / newsletter / report
herein, or in the case of projections, as to their attainability or the accuracy or completeness of the
assumptions from which they are derived, and it is expected each prospective investor will pursue its own
independent due diligence. In preparing this presentation / newsletter / report, Ambit has relied upon and
assumed, without independent verification, the accuracy and completeness of information available from
public sources. Accordingly, neither Ambit nor any of its affiliates, shareholders, directors, employees,
agents or advisors shall be liable for any loss or damage (direct or indirect) suffered as a result of reliance
upon any statements contained in, or any omission from this presentation / newsletter / report and any
such liability is expressly disclaimed. Further, the information contained in this presentation / newsletter /
report has not been verified by SEBI.

You are expected to take into consideration all the risk factors including financial conditions, risk-return
profile, tax consequences, etc. You understand that the past performance or name of the portfolio or any
similar product do not in any manner indicate surety of performance of such product or portfolio in future.
You further understand that all such products are subject to various market risks, settlement risks,
economical risks, political risks, business risks, and financial risks etc. and there is no assurance or
guarantee that the objectives of any of the strategies of such product or portfolio will be achieved. You are
expected to thoroughly go through the terms of the arrangements / agreements and understand in detail
the risk-return profile of any security or product of Ambit or any other service provider before making any
investment. You should also take professional / legal /tax advice before making any decision of investing or
disinvesting. The investment relating to any products of Ambit may not be suited to all categories of
investors. Ambit or Ambit associates may have financial or other business interests that may adversely affect
the objectivity of the views contained in this presentation / newsletter / report.

Ambit does not guarantee the future performance or any level of performance relating to any products of
Ambit or any other third party service provider. Investment in any product including mutual fund or in the
product of third party service provider does not provide any assurance or guarantee that the objectives of
the product are specifically achieved. Ambit shall not be liable for any losses that you may suffer on account
of any investment or disinvestment decision based on the communication or information or
recommendation received from Ambit on any product. Further Ambit shall not be liable for any loss which
may have arisen by wrong or misleading instructions given by you whether orally or in writing. The name of
the product does not in any manner indicate their prospects or return.

The product ‘Ambit Good & Clean Portfolio’ has been migrated from Ambit Capital Private Limited to Ambit
Investments Advisors Private Limited. Hence some of the information in this presentation may belong to the
period when this product was managed by Ambit Capital Private Limited.

You may contact your Relationship Manager for any queries.
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