
Ambit
Asset Management

‘24MONTHLY NEWSLETTER JUNE

SNOWBALL EFFECT
ON INVESTING



Source: Kenneth French Data Library (2022), Ambit Asset Management

MONTHLY NEWSLETTER · JUNE 2024

02Ambit Asset Management

In our last two Ambit Coffee Can Portfolio communications, we highlighted how the market anomaly over the 
past few years post COVID lows were exhibiting signs of reversing. This trend reversal is now set to accelerate. 
We expect investor focus to shift sharply towards capital protection and quality investing style. We also expect 
volatility to increase sharply hereon. Post election results the likelihood of policy rebalance is high, which could 
boost overall consumption sentiments and lead to rotation towards asset light, high ROE and high FCF 
generating sectors and stocks. This should benefit Ambit Asset Management’s distinctive bottom-up investment 
style which is marked by low beta, capital protection, commitment to quality and concentrated portfolios. In 
this newsletter, we discuss: 1) Return of Quality Investing Style, 2) Snowball Effect on Investing, and       
3) Quality and Longevity aspect of one of our portfolio holdings, Abbott India.

1) Return of Quality

In the ever-evolving landscape of investments, all styles are susceptible to cycles. Over the past three years, we 
have observed a market characterized by high beta, risk-on sentiment, retail-led participation and a broad-based 
rally. Recent market move has been primarily characterized by deep cyclicals, asset heavy businesses, low ROE 
and FCF generators. During such high beta bull cycles, disciplined long-term investing styles and investing 
principles go out of favour. Short-termism and greed prevail. There is a rush to go down the quality curve and 
take higher risks. The past few years’ low volatility and shallow drawdowns have pushed investors to take higher 
risks and a high beta style of investing. This sets the stage for a market shakeout and eventual manifestation of 
the No.1 risk, permanent capital loss. This investor behaviour is what causes investment style cycles. 

Having a quality focused portfolio is the cornerstone of an equity portfolio. As it enables in building resilient 
portfolios for long term wealth creation. Compounders, which exhibit characteristics such as strong franchise 
durability, high cash flow generation, low capital intensity, and unleveled balance sheets have delivered 
superior risk-adjusted returns across economic cycles. The long-term outperformance of the quality style of 
investing is well documented.

There has been many empirical research, which document the long-term outperformance of quality by Sloan 
(1996), Novy-Marx (2013) and Fama & French (2014). Even Benjamin Graham, the founding father of value 
investing, was among the pioneer investors to recognize the importance of investing in high-quality companies  
(Graham, 1973). By picking stocks that are profitable, growing, safe, and well managed in recent past, one can 
succeed in picking stocks that display these features in future.

Empirical returns also support Quality investing, with high Quality stocks outperforming low Quality ("Junk") 
stocks, on average. Both approaches suggest that advantage is nonlinear, with the greatest impact coming from 
Junk stock underperformance.

Exhibit 1: Rolling 10 year annualized performance of US factors vs US equities, since 1990’s

Particulars Size

Percentage of Outperforming Periods 61% 75% 88% 77% 73%

Best Outperformance 12.1% 9% 3.1% 5% 7.1%

Worst Underperformance -7.2% -5.7% -1.5% -4.4% -5.9%

Value Quality Low
Volatility

High
Dividend
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While the quality growth investing style outperforms across cycles, during high beta expansion rallies it 
underperforms, which is what we witnessed from March 22 – May 24. We feel, Quality's relationship with 
Lottery-ness and Retail investor preferences is critical for understanding its recent underperformance. We expect 
a sharp revert to quality investing hereon.
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Exhibit 2: Global historical quality portfolio returns by size and returns

Source: AQR Data Library; US data from 1957, Global data 1987; Quality proxy Wisdom Tree  US Quality Growth TRI Index
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Exhibit 3: Quality is more resilient and has had lower drawdowns in most of US market crashes

Source: Kenneth French Data Library (2022); Quality proxy Wisdom Tree US Quality Growth TRI Index

-25%

-20%

-15%

-10%

-5%

0%

US Equities Quality



04Ambit Asset Management

MONTHLY NEWSLETTER · JUNE 2024

Recent Quality underperformance has been driven by bottom quartile’s high returns

Ambit Capital Research has a proprietary model which ranks all listed companies based on accounting and ESG 
factors, into Decile 1 (D1) to Decile 10 (D10), wherein D1 is high quality and D10 low quality. These deciles are 
further divided into three groups – Zone of Safety (D1 to D5); Zone of Pain (D6 to D7) and Zone of Darkness 
(D8 to D10). The exhibit below plots compound portfolio returns of the same Quality decile-sorted portfolios. 
The overall underperformance of quality factor is largely due to the bottom quartile’s high returns.

Exhibit 4: Quality outperforms across most cycles

Source: Ambit Asset Management/ Reuters

Particulars Quality Investing Style
(Outperform/ Neutral/ Underperform)

Recovery Phase

Expansion Phase

Slowdown Phase

Contraction Phase

Outperforms

Underperform

Outperforms

Outperforms

Exhibit 5: Median stocks perf till Dec’21

Source: Ambit Capital Research; Universe BSE500 (ex BFSI); Jan’24 Source: Ambit Capital Research; Universe BSE500 (ex BFSI); Jan’24 

Source: Ambit Capital Research; Ambit Asset Management Source: NSE; Ambit Asset Management

Exhibit 6: Median perf last 2 Yrs ( Jan’22-Jan’24)

Exhibit 7: SMID share in total free float market
               cap is at all time high level of ~33%

Exhibit 8: Quality has underperformed
                in the last 1 yr
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Some Behavioral Bias which explains Quality underperformance, over FY21-24 

We feel, Quality's relationship with Lottery-ness and Retail investor preferences is critical for understanding its 
recent underperformance.

Summary: 
Investors today are overestimating the success probability of many narrative driven sectors and stocks. We 
feel, behavioral biases and Quality's relationship with Lottery-ness and Retail investor preferences is critical 
for understanding recent underperformance of quality investing style. We expect investor focus to shift 
sharply towards capital protection and quality style of investing.

Post-election results the likelihood of policy rebalance is high, which could boost overall consumption 
sentiments and lead to shift towards asset light, high ROE and high FCF generating sectors and stocks.

While market cycles come and go, our conviction in the merits and effectiveness of this time-tested strategy 
remains unwavering. At Ambit Asset Management, our primary focus is to be the first choice of portfolio 
for investors who believe in the quality focus, capital protection first as a motto and have a long-term 
investment mindset.

.

.

.

Particulars Comments

Long shot Bias

Availability Bias
(Overestimating
Probabilities)

The longshot bias describes the tendency for people to overpay for opportunities 
with a low probability of success but a large payoff if successful.

The tendency to overestimate longshot odds (probability) was one of the first 
behavioral biases ever documented (Kahneman and Tversky, 1973). More recently, 
researchers were able to draw an explicit connection between inaccurate probability 
estimations and the Quality factor's performance. 

We feel, investors today are overestimating the success probability of many narrative 
driven sectors and stocks.

The racetrack provides a natural laboratory for economists interested in 
understanding decision making under uncertainty. The most discussed empirical 
regularity in racetrack gambling markets is the favorite-longshot bias. In 2010 
researchers uncovered that bet’s on longshot horses provided an average ROI of 
‒61%, whereas a strategy of always betting the favorite returned ‒6% (Snowberg 
and Wolfers).
Specifically, bettors value longshots more than expected given how rarely they win, 
and they value favorites too little given how often they win.

While betting at any odds is actuarially unfair, this is particularly acute for 
longshots—which are also the riskiest investments. In India, we witness this in the 
Equity Futures & Options (F&O) market. As per the regulator almost ~95% of the 
retail investors lose money in F&O (derivatives market).

In 2009, Alok Kumar, a professor focused on behavioral finance topics, explored 
the question of who owns Junk stocks in a paper aptly titled "Who Gambles in the 
Stock Market?". He found that "at the aggregate level, individual investors prefer 
stocks with lottery features, and like lottery demand, the demand for lottery-type 
stocks increases during economic downturns." Retail investors prefer stocks with a 
high skewness of returns, greater unexplained volatility, and smaller companies with 
cheaper share prices.

.

.

.

.

.

.

.



2) Snowball Effect on Investing 

We believe adoption of a ‘Quality Investing Focus’ and ‘Long-term Investment Mindset’, can enable investors to 
have the ‘Wealth Snowball Effect’. The snowball effect, also known as compounding, is a powerful financial 
concept that relies on the exponential growth of an investment's value over time. At its core, it involves reinvesting 
the returns generated by an investment to earn even more returns. This cycle repeats, and as time goes by, the 
investment grows at an accelerating rate, much like a snowball rolling down a hill, picking up more snow as it 
goes. We at Ambit Asset Manaement, believe that to benefit from the snowball effect on investment following 
three key factors need to be present: a. Quality focus, b. Lindy effect or growth longevity, and c. Long-term 
investment mindset.
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Source: Ambit Asset Management/ (above analysis for Abbott India)

Quantitative Factors
(Weight 30%) Yes/ No Yes/ NoQualitative Factors 

(Weight 70%)

Business Resilience

Asset light

Sustainable competitive advantage

Management value creation

Consistency (Revenue and ROCE)

Forward 3 years growth (PAT>15% CAGR)

Intrinsic valuations

Composite Total

Yes

Yes

Yes

Yes

Yes

Yes

Yes

7

Yes

Yes

Yes

Yes

Yes

Yes

Yes

7

Does the company have competitive advantage?

Is it a dominant player?

Is the ownership and industry structure conducive?

Does it have scale and growth levers?

Does it have multiple and increasing moats?

Can the company appropriate value creation?

Does the company have pricing power?

Exhibit 9: Sample quantitative and qualitative screening for one of our portfolios companies
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a)  Quality focus

For the snowball effect on investing to play out, the most important factor is that the underlying ‘company’ has 
quality and growth longevity. We believe, that without quality focus the No. 1 risk of permanent capital loss and 
high drawdowns, increases sharply.

Unlike standard factors, such as value, momentum, and size, quality lacks a commonly accepted definition. 
Acclaimed, researchers Clifford S. Asness, Andrea Frazzini, and Lasse H. Pedersen in their research paper 
‘Quality Minus Junk’ define quality security as one that has characteristics that, all-else-equal, an investor should 
be willing to pay a higher price for stocks that are safe, profitable, growing, and well managed. High quality 
stocks do have higher prices on average, but not by a very large margin when adjusted for growth longevity 
and pricing power, which investors are often not able to ascertain upfront. This largely explains why quality 
stocks have high risk-adjusted returns.

A research paper by Jason Hsu, Vitali Kalesnik, and Engin Kose attributes the ‘Quality Premium’ to profitability, 
accounting quality, payout/ dilution and investments, of which profitability and investment related characteristics 
tend to capture most of the quality related premium. We use a mix of quantitative and qualitative filters to identify 
such companies. In our view, the result of companies with such characteristics is pricing power.
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b)  Lindy effect – Longevity of growth

Successful compounders have a few key characteristics and patterns. Consequently, the key variable to focus 
on for companies is the durability (staying power) of these competitive advantages, which makes them 
enduring. When a company’s competitive advantages are truly enduring it doesn’t change from year to year. In 
fact, it increases over time, and this is what makes these companies’ business models unique, where growth 
perpetuates more growth. In this regard, buying companies with Lindy advantage is key to enabling ‘Wealth 
snowball effect on investing’.

Lindy's Law was popularized by Nassim Nicholas Taleb, an influential mathematician known for his work in risk 
management and statistical analysis, and a famous author of books such as Black Swan, Antifragile, Skin in the 
Game, and many others. Lindy effect is an observable phenomenon that provides insights into the survivorship 
of non-perishable, intangible items such as ideas, technologies, companies, and cultural works.

"The Lindy effect is a concept that the future life expectancy of some non-perishable things like a technology or 
an idea is proportional to their current age so that every additional period of survival implies a longer remaining 
life expectancy. Where the Lindy effect applies, mortality rate decreases with time." — Nassim Taleb. According 
to this concept, the future life expectancy of such items is proportional to their current age.

This explains one common anomaly why investors keep underestimating the intrinsic value of established 
enduring companies. Investors in such companies are not able to properly measure the ‘Competitive Advantage 
Period (CAP)’, as popularized by Michael Mauboussin. Hence they keep underestimating their growth longevity 
and hence its intrinsic value. A proper understanding of the Lindy Effect also helps investors in building a 
portfolio of companies, with higher resilience and stability across cycles.

Exhibit 10: Lindy effect in play

Source: Ambit Asset Management

Hi
gh

New Old

Lo
w

Li
fe

 E
xp

ec
ta

nt
cy

Time it has been around



08Ambit Asset Management

MONTHLY NEWSLETTER · JUNE 2024

Source: Ambit Asset Management/ NSE/ BSE

The table below comprises some of the most consistent and biggest wealth creators in India, most of these 
companies benefit significantly from the Lindy advantage. A screening of some of these names, with quantitative 
filters like Growth, ROE, and Reinvestment, throws up a very interesting list of enduring wealth creators for 
further bottom-up fundamental research.Not surprisingly almost ~70% of companies with Lindy effect are large 
caps, while mid and small account for ~30%.

Exhibit 11: Some of the most consistent and biggest wealth creators benefit from the Lindy effect

Sr 
No. Company Market cap 

(INR bn) 
Cap 
classification

GICS sub 
industry name

GICS 
sector 
name

Age of 
company 
since 
incorporation

Age 
since 
listing 
(BSE)

CAGR since 
1998

(26 yrs) 

Age with 
ROE & 
Growth 
factor

Lindy 
effect

1

2

3

4

5

6

7

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

INDIAN HOTELS Consumer 
Discretionary

Hotels, Resorts 
& Cruise Lines

Diversified Banks

Diversified Real 
Estate Activi

Steel

Tobacco

Packaged Foods 
& Meats
Commodity 
Chemicals

Pharmaceuticals
Personal Care 
Products
Commodity 
Chemicals

Pharmaceuticals

Agricultural & 
Farm Machinery
Automobile 
Manufacturers
Automobile 
Manufacturers
Specialty 
Chemicals
Construction 
& Engineering
Fertilizers & 
Agricultural Che
Heavy Electrical 
Equipment

Apparel Retail

Industrial 
Conglomerates
Packaged Foods 
& Meats
Diversified 
Chemicals
Diversified 
Chemicals
Oil & Gas Refining 
& Marketing
Motorcycle 
Manufacturers
Electrical  Comp 
& Eqp

Diversified Banks

Consumer 
Discretionary
Consumer 
Discretionary

Consumer 
Discretionary

Consumer 
Discretionary

Financials

Real Estate

Materials

Materials

Health Care

Health Care

Industrials

Industrials

Industrials

Industrials

Industrials

Materials

Materials

Materials

Materials

Materials

Energy

Consumer 
Staples
Consumer 
Staples

Consumer 
Staples

Consumer 
Staples

CITY UNION 
BANK

PHOENIX MILLS

TATA STEEL LTD

ITC LTD

BRITANNIA INDS

BERGER PAINTS

CIPLA LTD

COLGATE

SUPREME INDS 
LTD
ABBOTT INDIA 
LTD
ESCORTS 
KUBOTA LTD
TATA MOTORS 
LTD
MAHINDRA & 
MAHINDRA
ASIAN PAINTS 
LTD
LARSEN & 
TOUBRO

PI INDUSTRIES

ABB INDIA LTD

TRENT LTD

SIEMENS LTD

NESTLE INDIA 
LTD

PIDILITE INDS

SRF LTD

RELIANCE

EICHER MOTORS

HAVELLS INDIA

KOTAK 
MAHINDRA
HDFC BANK LTD

BSE Sensex

821 Mid Cap

Mid Cap

Mid Cap

Mid Cap

Mid Cap

Mid Cap

Mid Cap

Mid Cap

Mid Cap

Small Cap

Large Cap

Large Cap

Large Cap

Large Cap

Large Cap

Large Cap

Large Cap

Large Cap

Large Cap

Large Cap

Large Cap

Large Cap

Large Cap

Large Cap

Large Cap

Large Cap

Large Cap Diversified Banks Financials

Financials

111

597

2,175

5,372

1,244

549

1,172

730

707

551

429

3,482

2,933

2,749

5,357

553

1,848

1,657

2,590

2,270

1,518

672

20,437

1,279

1,178

3,417

11,955

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes122 36

26

29

36

36

36

34

34

34

36

36

36

36

36

36

36

31

36

36

36

36

30

34

36

34

30

29

32

120

119

117

114

106

100

89

87

82

80

80

79

79

79

78

77

74

72

67

65

55

54

51

42

41

39

30

10

22

36

12

14

21

28

19

12

31

18

15

12

17

23

21

37

17

23

24

17

28

29

19

37

40

33

23

45 12

Yes

Yes

--

--

--

--

--

--

--

Yes

Yes

Yes

8 Personal Care 
Products

Consumer 
StaplesHUL Large Cap

Large Cap

5,532 Yes3691 11 Yes

9 Industrial Gases MaterialsLINDE INDIA LTD Mid Cap760 Yes3289 20 Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes
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c)  Long-term investment mindset

The cornerstone of successful investing lies in the concept of 'compounding,' a magical force that unfolds its 
true potential over the long term and necessitates a 'long-term mindset to investing.' Despite this knowledge, 
numerous behavioral biases and institutional imperatives often hinder investors from fully capitalizing on
this opportunity.

A mismatch of time horizons leads some investors to weigh the short term more heavily and de-emphasize 
sources of “enduring business advantage”. Instead of attempting to determine how the crowd will react this 
quarter or how the trajectory of the business will fare this year, our focus is on the factors that contribute to 
determining the ultimate intrinsic value of the company.

We believe the mindset of being on a constant search for compounders is a better use of time than exhausting 
one’s intellectual capital and time on trading in and out of stocks and segments of the market in a desire to look 
good in the short term. Hence, our focus is on identifying companies that can successfully increase the duration 
of their competitive advantage period and growth magnitude.

Our investment strategy is meticulously crafted to navigate these challenges, aiming to achieve our investment 
objectives while steering clear of common behavioral biases and institutional imperatives.

Exhibit 12: Short-termism is the bane of successful compounding

What impedes successful compounding?

Source: Ambit Asset Management

Mindset that
impedes Compounding

Mindset needed for
enabling Compounding

‘Next Quarter’ vs - ‘Next Decade’

‘Stock Price Movement’ vs ‘Business Fundamentals’

‘Action’ vs ‘Thinking’

‘Comfort of Crowd’ vs ‘Independent Thinking’

‘Asset Gathering’ vs ‘Alpha’

‘Relative Performance’ vs ‘Absolute Performance’



Conclusions: 

We believe the adoption of Quality Investing and a Long-term Investment Mindset, can enable investors to 
have the ‘Wealth Snowball Effect on Investing’.

A proper understanding of the Lindy Effect also helps investors in building a portfolio of companies, with 
higher resilience and stability across cycles.

While market cycles come and go, our conviction in the merits and effectiveness of this time-tested strategy 
remains unwavering. At Ambit Asset Management, our primary focus is to be the first choice of portfolio for 
investors who believe in the quality focus, capital protection first as a motto, and have a long-term investment 
mindset.

.

.

.

3) ABBOTT INDIA - A unique play 

Abbott India is an innovation-focused MNC healthcare company with a broad portfolio of market-leading 
products that are well aligned with the long-term healthcare trends in India. Its comprehensive portfolio covers 
multiple therapeutic categories such as women’s health, gastroenterology, neurology, thyroid, pain 
management, vitamins, and vaccines. We believe the market is yet to fully appreciate the uniqueness of this 
pharmaceutical company.

Abbott’s consistency and sustained high growth over the last 10 years (sales CAGR of ~11% and PAT CAGR of 
~21%), in the midst of muted industry growth and increasing competitive intensity, are noteworthy. If one were 
to rank high-growth resilient companies across domestic pharmaceutical and consumer staples, in terms of 
growth, consistency, and enduring moats; Abbott would emerge as the top-ranking one across both sectors. As 
such, it is one of the most unique companies under our ‘Established Coffee Can Companies’ bucket.

Abbott compares favorably across key consumer staples companies on growth
Indian Pharmaceutical Market is often compared with consumer staple companies given the nature of the 
business. This comparison is all the more true for Abbott, given the single geography focus, strong brand 
positioning, and chronic nature of the portfolio. Its financial footprint resembles that of a consumer company – 
it has an asset-light model, negative working capital, high OCF/ EBITDA and PAT/FCF conversion, ROCE 
>30%, PAT margin >15%, and payout ratios >75%.

If we compare Abbott’s performance over the last decade to a few leading consumer companies - Abbott stands 
out on almost all parameters. It has the highest PAT CAGR of 20%+ over the last decade. Moreover, it is one of 
the very few companies in this cohort that has seen RoE improvement over the last decade. While most 
consumer companies have benefitted significantly in the last 10 years from increasing their distribution reach, 
we feel this tailwind is yet to play out for Abbott as it is still primarily an urban-dominated company.

MONTHLY NEWSLETTER · JUNE 2024
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Exhibit 13: Abbott has demonstrated better superior growth than key consumer staple companies
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4%

4%
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12%

58%
(41,040)

29,884
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52%
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Capital Efficiency (Rs mn)

Profitability (FY23)

ABBOTT MANK ALKEM TRP IPCA JBCP FDC ERIS Ajanta Ph. Cipla ABBOTT
RANKING

Exhibit 14: Abbott stands out when compared to domestic companies

Abbott stands out across domestic pharma companies for its capital efficiency

Abbott India focuses on creating therapies rather than just brands. Abbott is a leader in most of the therapies 
it operates in. This strong brand recall is visible in its high MR productivity among peers. Furthermore, Abbott 
trumps other domestic-focused pharma companies across key parameters such as core organic growth, capital 
efficiency, return ratios, core margins and profitability.

Most of its domestic and MNC peers face issues such as high capex intensity, high R&D spending, 
dependence on inorganic initiatives for growth, low return ratios, stagnant core growth, margin volatility, high 
working capital, high regulatory risks and governance issues. Abbott has none of these issues. Over FY14-23, 
Abbott generated INR47.7b OCF, undertook capex of only INR5b, generated FCF of INR42b and paid out 
INR29.5b in dividends.

SalesCompany PAT RoE

10yr 5yr 3yr 10yr 5yr 3yr 2014 2019 2024

Britannia

Abbott 11%

11%

13%

13%12%

13%

10%

10%

10%

9% 9%

9%

7%

6%

6%

10%

10%

6%

11%

21% 22% 20% 28% 24%

55%

20%

32%

20%

39%

30%

49%

22%

24%

83%

37%

56%

37%

58%

36%

110%

24%

33%

117%

5%

8%

8%

21% 21%

11% 11%

6%12%

19%

16%

10%

18%

8%

8%

8%

7%

7% 2%4%

Nestle*

Asian Paints

Dabur

HUL

Marico

Source: Ambit Asset Management, Company
* Adjusted for Novo Nordisk business

Source: Ambit Asset Management, Company
Note * - CY23 end for Nestle



Acute:Chronic mix 30:70 67:33 40:60 55:45 20:80 70:30 One of the highest Chronic
share among peers

71 74 75 78 90+ 92
Least product concentration

implies strong pipeline

Source: Ambit Asset Management, Company

Exhibit 15: Abbott stands out when compared to MNC pharma companies
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Concerns

a.  FII ownership restriction - Currently, foreign investment in a company engaged in the brownfield 
pharmaceutical sector in India, is permitted up to 74% via automatic route, beyond which one would 
require additional approval from various government agencies. This restricts FII/FPI participation in 
MNC stocks such as Abbott where the promoters hold >70%. In addition to this, such restriction also 
negates any future scope of domestic or overseas (MSCI, etc) index inclusion, thus invariably playing 
down on valuations. While any change in FDI norms in this account can be a key trigger for Abbott, we 
feel, for companies with strong fundamentals like Abbott such technical factors are not necessary.

b.   Parent has unlisted entities - Most of the Pharma MNCs in India have been operating since the 1960s. 
Government regulation in the 1970s and the subsequent amendment of the Foreign Exchange 
Regulation Act (FERA), capped foreign ownership in Indian companies to 40%. This necessitated some 
of the highest quality businesses to either get listed or exit from India.Nonetheless, in case of Abbott:

       
       1. The parent, Abbott Labs, does not have any pipeline of high-margin, lucrative, innovative products 

which makes Abbott one of the only listed Pharma MNCs in India that does not get any support from the 
parent in terms of new launches or innovative products.

       
       2. Even Abbott Labs has multiple subsidiaries in India. However, there’s no conflict of interest among 

these as the therapy areas for each are clearly defined and there’s no patent product to be launched by 
the parent.

.

.

.

Pharma MNCs - At Glance

Name Abbott GSK Sanofi Pfizer Novartis CommentsAstrazeneca

Parents stake (%) 75 75 75 7360 64

Total brands 120+ 150+ 75+ 50+100+ 150+

NLEM as a % of sales 25 50 15-20 30-3540-45 12-14

Top 10 products as
% of sales

10 3 2 7+ 1-2 1New launches in India

One of the lowest NLEM exposure

Presence of 100% sub Yes No No YesYes Yes
(Onco sub)

Patented drugs as
% of sales - <3 65-70 -30 14

Highest new launches, backed by own 
R&D, differentiates Abbott from other 

listed pharma MNCs

No
Vaccines,
Nucala Toujeo

Zavicefta, 
Eliquis,

Champix, 
Xeljanz 

Forxiga, 
Brillinta,
Xigduo, 
Tagrisso 

Galvus in
100% sub 

Parent support in New 
launches/
Access to pipeline

No parent support in any 
product launch…

Abbott 
Healthcare,

Abbott 
Nutrition

- Novartis
Healthcare,

Sandoz 

-

Sanofi 
Pasteur, 
Sanofi-

Synthelabo, 
Shantha 

Biotechnics

Pfizer 
Healthcare, 

Pfizer 
Products 

India

Subsidiary of Parent in 
India

 …which is visible in 0 patented 
products sales 



c.  Top management volatility - Abbott’s rise as a strong Pharmaceutical brand in India was led by Mr Rehan 
Khan in the 2010s, which was pushed forward by Mr Venu Ambati when he took over in 2016. However, 
in the ensuing 4 years since Mr Venu was promoted to global role within Abbot Group in 2020. Abbott 
has seen three different MDs at the helm. Though this churn does not seem to have impacted the 
company’s performance adversely, it is a cause of concern. While we would have certainly loved more 
certainty at the helm, we are reminded of a famous quote by Peter Lynch which Buffett seconds – "invest 
in businesses any idiot could run because someday one will.”The new CEO is an old-timer at Abbott 
Group and hopefully will have a longer stable stint and provide the much needed growth impetus.
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Source: Ambit Asset Management, Company

Exhibit 16: Top management changes

Yrs at Abbott GroupEarlier RoleTenure (Range)TenureName

26GM, Abbott NutritionApr 2024 -Swati Dalal

5MD&GM, Abbott SpecialtyFeb 2022 - Mar 20242Vivek Kamath

6MD, Abbott APAC, China & JapanJuly 2020 - Feb 20222Anil Joseph

8VP&GM, Consumer Health (Asia) - GSKSep 2016 - Feb 20204Venu Ambati

7MD&GM, Abbott Nutririon (S. Asia)May 2012 - April 20164Rehan A. Khan



AS SWIFT AS STABLE 

Long term stability or agility in service?
What would you rather choose, when it comes to investing your hard-earned money?
With Ambit Asset Management, you won’t have to.
While it uses its deep-dive research and disciplined approach to lend stability to your portfolio, its strong 
digital outreach ensures an agile and transparent service.
The result?
Consistent growth with an always-available service.

Fixed Income - The place to be!

Whilst the environment seems to be conducive to growth, there have been a series of policy-tightening 
measures taken by central banks globally to keep inflation in check. Seeing fixed income revert to its traditional 
role in portfolio diversification would be welcome, after two years in which aggressive Fed policy created a 
challenging path for bond investors.

There have been significant changes brewing for the Indian fixed-income markets by witnessing momentous 
long-awaited positive changes playing out. Be it the inclusion of Indian Bonds in the MSCI Bond Index and 
other indices that will follow the latest positive of the upgrade of Indian sovereign rating by S&P to “Positive”. 
Furthermore, with the wealth effect playing out and corporate treasuries from medium to small turning cash 
surplus, Ultra HNW having generated great wealth, the time is now ripe for investors to look at managed debt 
portfolios.

Global debt markets and more so, the Indian debt market tend to be more difficult to navigate and need a Fund 
/ Portfolio Manager given the heterogeneous nature of instruments and complexities of the asset class.

From an Asset Manager perspective too, our commitment at Ambit Asset Management has always been to 
augment our offering to fulfill overall financial and asset allocation requirements. With this viewpoint, we are 
happy to bring to you the debt (Fixed Income) side - Ambit Debt Edge Portfolio, with an endeavor to deliver a 
3% to 6% return over the rate of inflation without risking safety.
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Exhibit 17: Ambit’s Coffee Can Portfolio point-to-point performance

AMBIT COFFEE CAN PORTFOLIO 

At Coffee Can Portfolio, we do not attempt to time commodity/investment cycles or political outcomes and 
prefer resilient franchises in the retail and consumption-oriented sectors. The Coffee Can philosophy has an 
unwavering commitment to companies that have consistently sustained their competitive advantages in core 
businesses despite being faced with disruptions at regular intervals. As the industry evolves or is faced with 
disruptions, these competitive advantages enable such companies to grow their market shares and deliver 
long-term earnings growth.

Exhibit 18: Ambit’s Coffee Can Portfolio calendar year performance

Source: ##Ambit Coffee Can Portfolio inception date is Mar 6, 2017. **1M Return: 1st-31st May 24; 3M Return: 1st Mar'24 – 31st May 24; 6M Return: 1st Dec'23 – 31st May 24; 1Y 
Return: 1st Jun'23 – 31st May 24. #Returns are net of all fees and expenses; Returns above 1yr are annualized
*Nifty 50 TRI is the selected benchmark for the Ambit Coffee Can Portfolio and the same is reported to SEBI.

Source: ##Ambit Coffee Can Portfolio inception date is Mar 6, 2017. #Returns are net of all fees and expenses; Returns above 1yr are annualized
*Nifty 50 TRI is the selected benchmark for the Ambit Coffee Can Portfolio same is reported to SEBI.
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Source: ##Ambit Good & Clean Mid cap Portfolio inception date is Mar 12, 2015. **1M Return: 1st-31st May 24; 3M Return: 1st Mar'24 – 31st May 24; 6M Return: 1st Dec'23 – 
31st May 24; 1Y Return: 1st Jun'23 – 31st May 24. #Returns are net of all fees and expenses; Returns above 1yr are annualized
*BSE 500 TRI is the selected benchmark for the Ambit Good & Clean Mid cap Portfolio and the same is reported to SEBI.

AMBIT GOOD & CLEAN MIDCAP 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 these 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.

Exhibit 19: Ambit’s Good & Clean Midcap Portfolio point-to-point performance

Exhibit 20: Ambit’s Good & Clean Midcap Portfolio calendar year performance
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*BSE 500 TRI is the selected benchmark for the Ambit Good & Clean Mid cap Portfolio and the same is reported to SEBI.
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Source: ##Ambit Emerging Giants inception date is Dec 1, 2017. **1M Return: 1st-31st May 24; 3M Return: 1st Mar'24 – 31st May 24; 6M Return: 1st Dec'23 – 31st May 24; 1Y 
Return: 1st Jun'23 – 31st May 24. #Returns are net of all fees and expenses; Returns above 1yr are annualized
*BSE 500 TRI is the selected benchmark for the Ambit Emerging Giants Portfolio and the same is reported to SEBI.

AMBIT EMERGING GIANTS SMALL CAP PORTFOLIO 

Small caps with secular growth, superior return ratios and no leverage – Ambit's Emerging Giants portfolio aims 
to invest in small-cap companies with market-dominating franchises and a track record of clean accounting, 
governance and capital allocation. The fund typically invests in companies with market caps less than INR 
4,000cr. These companies have excellent financial track records, superior underlying fundamentals (high RoCE, 
low debt), and the ability to deliver healthy earnings growth over long periods of time. However, given their 
smaller sizes, these companies are not well discovered, owing to lower institutional holdings and lower analyst 
coverage. Rigorous framework-based screening coupled with extensive bottom-up due diligence led us to a 
concentrated portfolio of 15-16 emerging giants.

Exhibit 21: Ambit Emerging Giants Small Cap Portfolio point-to-point performance

Source: ##Ambit Emerging Giants Small cap Portfolio inception date is Dec 1, 2017. #Returns are net of all fees and expenses; Returns above 1yr annualized
*BSE 500 TRI is the selected benchmark for the Ambit Emerging Giants Small Cap Portfolio and the same is reported to SEBI.

Exhibit 22: Ambit Emerging Giants Small Cap Portfolio calendar year performance 
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Source: ##Ambit TenX Portfolio inception date is Dec 13, 2021. **1M Return: 1st-31st May 24; 3M Return: 1st Mar'24 – 31st May 24; 6M Return: 1st Dec'23 – 31st May 24; 1Y Return: 
1st Jun'23 – 31st May 24. #Returns are net of all fees and expenses; Returns above 1yr are annualized
*BSE 500 TRI is the selected benchmark for the Ambit TenX Portfolio and the same is reported to SEBI.

Source: ##Ambit TenX Portfolio inception date is Dec 13, 2021. #Returns are net of all fees and expenses; Returns above 1yr are annualized
*BSE 500 TRI is the selected benchmark for the Ambit TenX Portfolio and the same is reported to SEBI.

AMBIT TenX PORTFOLIO

Ambit TenX Portfolio gives investors an opportunity to participate in the India growth story as the Indian GDP 
heads towards a US$10tn mark over the next 12-15 years. Mid and Small corporates are expected to be the key 
beneficiaries of this growth. The portfolio intends to capitalize on this opportunity by identifying and investing 
in primarily mid & small cap companies that can grow their earnings 10x over the same period implying 18-21% 
CAGR. Key features of this portfolio would be as follows: 

Exhibit 23: Ambit TenX Portfolio point-to-point performance

Exhibit 24: Ambit TenX Portfolio calendar year performance

• Longer-term approach with a concentrated portfolio: Ideal investment duration of >5 years with 15-20 stocks. 
• Key driving factors: Low penetration, strong leadership, light balance sheet. 
• Forward-looking approach: Relying less on historical performance and more on future potential while not
  deviating away from the Good & Clean philosophy. 
• No Key-man risk: Process is the Fund Manager. 
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Ambit Investment Advisors Private Limited (“Ambit”), is a registered Portfolio Manager with Securities and Exchange Board of India vide registration 
number INP000005059.
The performance of the Portfolio Manager has not been approved or recommended by SEBI nor SEBI certifies the accuracy or adequacy of the 
performance related information contained therein. Returns are calculated using TWRR method as prescribed under revised SEBI (Portfolio 
Managers) Regulations, 2020. Performance is net of all fees and expenses. Past performance is not a reliable indicator of future results. Please note 
that performance of your portfolio may vary from that of other investors and that generated by the Investment Approach across all investors because 
of 1) the timing of inflows and outflows of funds; and 2) differences in the portfolio composition because of restrictions and other constraints. For 
comparative Performance relative to other Portfolio Managers within the selected Strategy, please visit: bit.ly/APMI_PMS
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 Coffee Can 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.
The performance data for coffee can product between 6th march 2017 - 19th June 2017 represents model portfolio returns. First client was onboarded 
on 20th June 2017. The performance data   for G&C product between 1st June 2016 to 1st April 2018 also includes returns for funds managed for an 
advisory offshore client. Returns are calculated using TWRR method as prescribed under revised SEBI (Portfolio Managers) Regulations, 2020.
You may contact your Relationship Manager for any queries.
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For any queries, please contact: 
Umang Shah - Phone: +91 22 6623 3281,
Email - aiapms@ambit.co
Registered Address: Ambit Investment Advisors Private Limited - 
Ambit House, 449, Senapati Bapat Marg, 
Lower Parel, Mumbai - 400 013

Corporate Address: Ambit Investment Advisors Private Limited -  
2103/2104, 21st Floor, One Lodha Place,
Senapati Bapat Marg, Lower Parel, Mumbai - 400 013


