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“Stock prices are slave to earning in long term”
Dear Investor,
We, at Ambit AMC believe that equities can be one of the best investment avenues for long term wealth
creation and the risk perceptions are exaggerated. As long as the portfolio companies continue to clock in
steady growth, stock performance automatically follows. Hence, at Ambit AMC the endeavor always is to
constantly monitor the structural attributes of the earnings growth of our portfolio companies to deliver steady
long term returns of our investors.
Given the cyclical slowdown amid ongoing liquidity tightness, expectation of Q1FY20 was muted after a
relatively weak Q4FY19. However, we are of view that Q1FY20 result were better than expectations. Sectors
such as private banks, home building, pharma, consumer, cement etc., showed positive earnings momentum.
What adds to our optimism was the strong performance of our portfolio companies across all three schemes
which outstripped the market growth. In spite of the weak economic background and crisis of confidence in
financial market, our portfolio companies’ performance stood tall with encouraging topline as well as bottom
line growth. We do believe this demonstrates our effective stock selection philosophy.
Our key investment hypotheses remains unchanged where we ensure that portfolio earnings grow at a
consistent 18% to 20% over the medium term. The earnings momentum which has been building for the last
few quarters has gathered more momentum in Q1FY20 and we are upbeat that this trajectory will continue in
ensuing quarters.
Exhibit 1: Coffee Can and Good & Clean have had fairly consistent performance

A combination of strong business propositions combined with market share gains for the organized sector (as
better GST compliance kicks in post e-way implementation) should keep portfolio earnings strong over the
next few years in our view. On the flip side, any delay in economic recovery is bound to be accompanied with
adverse sentiments. Therefore it is important to stick to Good & Clean companies.
An improving earnings environment will go a long way in correcting the perception of investors. A
combination of improving earnings outlook and saner valuations augur well for broader markets and makes
it an opportune time to invest.
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Ambit Good & Clean Portfolio
Ambit's Good & Clean strategy provides long-only equity exposure to Indian businesses that have an
impeccable track record of clean accounting, good governance, and efficient capital allocation. Ambit’s
proprietary ‘forensic accounting’ framework helps weed out firms with poor quality accounts, while our
proprietary ‘greatness’ framework helps identify efficient capital allocators with a holistic approach for
consistent growth. Our focus has been to deliver superior risk-adjusted returns with as much focus on lower
portfolio drawdown as on return generation. Some salient features of the Good & Clean strategy are as
follows:


Process-oriented approach to investing: Typically starting at the largest 500 Indian companies, Ambit's
proprietary frameworks for assessing accounting quality and efficacy of capital allocation help narrow down the
investible universe to a much smaller subset. This shorter universe is then evaluated on bottom-up fundamentals to
create a concentrated portfolio of no more than 20 companies at any time.



Long-term horizon and low churn: Our holding horizons for investee companies are 3-5 years and even longer
with annual churn not exceeding 15-20% in a year. The long-term orientation essentially means investing in
companies that have the potential to sustainably compound earnings, with this compounding earnings acting as the
primary driver of investment returns over long periods.



Low drawdowns: The focus on clean accounting and governance, prudent capital allocation, and structural
earnings compounding allow participation in long-term return generation while also ensuring low drawdowns in
periods of equity market declines.

G&C portfolio companies continue to deliver healthy earnings growth
In continuation of strong 3QFY19 & 4QFY19 results, Q1FY20 saw the momentum gaining pace for the Good
& Clean portfolio with healthy revenue growth and strong earnings. As shown in the graph below, the
portfolio companies showed a median Revenue/EBITDA growth of 12%/28% YoY compared to Nifty midcap
100 growth of 8%/7%. We continue to believe that portfolio stocks will maintain this earing momentum in
ensuing quarters.
Exhibit 2: G&C Portfolio Companies Q1-FY20 Performance
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Source: Ambit Capital Research; Note: For BFSI companies, Revenue/EBITDA growth represents growth in Net Interest Income/Pre-Provision income respectively;
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Exhibit 3: Ambit’s Good & Clean Portfolio performance update
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For any queries, please contact:
Ashu Tomar - Phone: +91 98673 03861, Email - aiapms@ambit.co
Ambit Asset Management
Ambit House, 449, Senapati Bapat Marg,
Lower Parel, Mumbai - 400 013

Risk Disclosure & Disclaimer
Ambit Capital Private Limited (“Ambit”), is a registered Portfolio Manager with Securities and Exchange Board of India vide registration number
INP000002221.
Ambit Investment Advisors Private Limited (“Ambit”), is a registered Portfolio Manager with Securities and Exchange Board of India vide registration
number INP000005059.
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. 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.
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. 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. 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 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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