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Market Outlook November 2023 update

Decisive mandate.....political stability... positive for India growth &
India equities

With BJP sweeping Hindi heartland in India, the scenario for 2024
general assembly elections looks biased towards pro-incumbency.
Decisive mandate for third term to Mr. Modi can lead to not just policy
stability, but also acceleration. This can result in pro development
spending against social spending over next 5 years, which can propel
a strong domestic economic growth rate. India becoming a $7tn
economy by 2030 may not remain a difficult target to achieve. India’s
dream of becoming third largest economy globally looks achievable
much before 2030.

We expect Fll flows to turn positive, they have been net sellers for some
period. Interest rates seem to have peaked out, oil is back to $80, and
inflation is manageable. So emerging markets can see higher inflows
and India will be at the forefront.

We can expect upswing in investment to GDP ratio supported by both
public and private capex. Corporate capex will continue, despite global
recessionary fears, given domestic demand and government spending,
leading to decent consumption growth. Make in India, import
substitution, global supply chain de-risking, domestic demand growth
trends and pollution control related capacity limits globally will favour
a sustainable growth in manufacturing sector in India. Indian
corporates will now commit more capex, given political and policy
certainty. Low leverage of corporate balance sheet and healthy profit
cycle will provide significant impetus to growth capex.

Domestic demand was weak, except in luxury and premium space over
last 1 year, due to inflation. With inflation worries behind us and
domestic growth continuing, we expect a broad-based domestic
consumption recovery. We are structurally positive on urban
consumption. The number of Upper middleclass income households
will almost double by 2030, with growing per capita income. These
households will spend disproportionate part of their income on
healthcare, education, shelter, mobility, travel, dining, entertainment,
etc. Online penetration in many of these segments will be meaningful.

With both investment and consumption growing together, the credit to
GDP ratio will move from 50% to 75% over next decade. With rising per
capita income more people become bankable, and formalisation of
lending will happen at an accelerated pace over next 10 years. With low
leverage and increasing capacity utilisation corporate borrowing will
accelerate meaningfully. We see low to mid-teens credit growth to
continue over next 10 years. Banking space looks attractive for
investment structurally.

Given the above view, our approach of playing India growth story by
investing in structural themes like 1. Manufacturing 2. Discretionary
consumption and 3. Financial inclusiveness look compelling with the
recent development on political side in India.

W Strategy 1 Benchmark m Excess returns

Peer performance is available under the fo//owinfq link of Association of Portfolio Managers in India (APMI):
https://www.apmiindia.org/apmi/welcomeiaperformance.htm?action=PMSmenu
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PERFORMANCE MEASURES -
SINCE INCEPTION
Instruments Strategy Benchmark
Arithmetic Mean 17.1 13.0
Annualised Standard Deviation  14.9 16.2
Beta 0.8 -
Sharpe Ratio 0.7 0.4
Correlation 0.8 -
Alpha 5.6 -
Tracking Error 9.4 -
Up capture Ratio 102.6 -
Down capture Ratio 79.4 -

Performance Benchmarking

SEBI vide circular dated 16th December 2022 mentioned that Association of Portfolio
Managers in India (APMI) shall prescribe a maximum of three benchmarks for each
Strategy. Effective from 1st April 2023, the Portfolio Manager shall select one benchmark
from those prescribed for that Strategy to enable the investor to evaluate relative
performance of the Portfolio Managers. APMI vide communication dated 31st March
2023 prescribed the following benchmarks:

Strategy Benchmark 1 Benchmark 2 Benchmark 3
Equity Nifty 50 S&P BSE 500 MSEI SX 40

Among the options given, we had selected S&P BSE 500 which is a broad-based
benchmark to our PMS strategies.

PORTFOLIO & STOCK PERFORMANCE

The portfolio staged a strong recovery with TM posting 2.5% alpha over the benchmark
and 1Y also posting an alpha of 3.1%. Strong contribution was led by MCX which rose
37% followed by Nykaa which was up 25% and Rec Ltd, which was up 21% and Cummins
which was up 14%. MCX was in limelight on the back of continued surge in commodity
options volumes and with the old arrangement with 63 Moons over and beaconing of a
new software solution in tie up with TCS, led to added surge in the stock. Nykaa has been
the laggard among the digital/internet commerce themes. Led by strong festive demand
and pink day sales, Nykaa is likely to post a strong festive season and with losses coming
off in the new entities of fashion and EB2B and inexpensive valuations compared to the
internet pack, made it a favoured name in the last few months. Cummins was also in
fray as the power shortage situation in the country gives way to increased demand for
power back-up solutions, especially in the higher voltage segment, where Cummins has
leadership presence.

BHEL was the latest inclusion in the portfolio. The rationale behind owning stocks like
BHEL & REC Ltd is coming from a situation, where the power demand in the country is
growing at 8-10%, which in turn is leading to power deficit and an urgent need of thermal
capacity addition, lest there can be high scope of power shortage in next 2 years.
Government may look at the possibility of adding at least 1000 MW p.a. BHEL, which has
been an under-performer for last 10 years, can see change in fortunes, as it is among
the few players and market leadership in setting up thermal power projects. With an order
size of over Rs 1300bn and order inflow potential of Rs 350-700bn in next 2-3 years, BHEL
has the potential to deliver over Rs 500bn revenues with 13-15% EBITDA margins and
an EPS of Rs 13-15/share, it is trading at very cheap 11-13x on FY26 EPS. Similarly, REC
is also a beneficiary of the growing power demand in the country. It continues to deliver
strong disbursement growth and is likely to be the biggest beneficiary of a power deficit
scenario, which will fuel up thermal power addition and robust power generation in
renewables space. In addition, the recent listing of IREDA also gave fillip, as IREDA listed
at 2x P/BVY, while REC which is a much bigger franchisee, is still available at 1x P/BV for
a book growing at over 20%.

KEY FEATURES

Bet on Sundaram's strength in the mid & small cap space; a differentiated yet

concentrated portfolio positioned attractively along the cap curve.

Multi-sector portfolio.

Stocks with market cap less than Rs. 500 billion.

“EASE" portfolio

i.  Emerging leaders - clean and high quality promoters / management.

ii. Assetlight & High ROCE businesses are preferred.

iii. Scalable companies: mid cap to large cap, small cap to mid cap transitioning
companies.

iv. Excellent cash conversion from operations.

Identify stocks that are in early stages of their business cycle and could emerge as

tomorrow’s large caps.

India 2025 - Themes

+ Financial inclusiveness

+ Phygital Bluechips

+ Consumption Czars

+ Export Voyagers
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TOP HOLDINGS KEY CONTRIBUTORS

REC Ltd. Unit Unit Gain/L
ni ni ain/Loss
Symbol Name .

AU Small Finance Bank Ltd ! Cost ) Price (%) (%)

Zomato Limited Zomato Limited 54 119 120

Navin Fluorine International Ltd AU Small Finance Bank Ltd 342 741 117

Multi Commodity Exchange Of India Ltd. Trent Ltd 1,327 2,787 110
SECTOR BETS (%) — UNDERWEIGHT / CALENDAR YEAR PERFORMANCE (%)
OVERWEIGHT VS BENCHMARK Strategy =~ Benchmark  Excess return

2010 9.2 13.9 -4.7

Con_sumer Services I 159 2011 29 064 236
Capital Goods I 115 2012 8.7 334 47
Chemicals I 11.0 2013 183 49 134
Financial Services 22 i i i
Construction Materials 108 2014 69.9 38.9 810
Forest Materials -0.11 2015 34 04 3.0
Diversified -0.11 2016 6.1 5.2 1.0
Media, Entertainment & Publication -0.31 2017 418 376 42
Textiles 04| 2018 -11.6 1.8 98
Realty e 2019 65 9.0 24
Services Tam 2020 314 184 130
Telecommunication 23 m : : :
Healthcare 23 m 2021 46.3 316 147
Automobile and Auto Components 260 2022 6.8 48 -11.6
Power 3.0 2023 YTD 19.0 17.1 19
Construction S1m Source: Inhouse computation
gﬂ(jerzzfnfe'\r/llgn&?gbles 22 : Calendar Year Performance Since Inception June 2010
Fast Moving Consumer Goods -5.6 N
Oil, Gas & Consumable Fuels -8.6 I
Information Technology -10.2 I

VALUE OF X 1 CRORE INVESTED AT LAUNCH
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WHY SUNDARAM PMS 3Q QUALITY APPROACH TO STOCK SELECTION

— Strong Track Record — Quality Business
— Low Churn Scalable, Growing, Reinvestment opportunities, Strong
Moat

— Time Tested Stock Selection Process . . .
— Quality Financials

High ROIC, Excellent Cash Flows, Low DE

— Quality Management
Visionary, Problem solving

— Reach Across Country
— Transparency
— Strict Adherence to Risk Guidelines

— Shared Research Capabilities

CUSTOMER SERVICES

Reporting Statements and Servicing: Monthly performance Statements Transactions, Holding & Corporate action reports, Annual CA certified
Statement of the account & Online access

ﬁ@SundaramAlt @@SundaramAlt ‘@I @sundaramalternates @@Sundaram—Alternates

DISCLAIMER

General Disclaimer: Performance and data is as November 30, 2023. Returns are on time weighted rate of return basis. Returns for a time period less than 1
year are absolute. All returns are in percentage. Performance disclosure is at aggregate portfolio level and the portfolio information (i.e. market cap, sector
allocations, etc.) is at model client’s level. Securities investments are subject to market risks and there is no assurance or guarantee that the objective of the
investments will be achieved. Past performance of the portfolio manager does not indicate its future performance. Performance related information provided
herein is not verified by SEBI.

Detailed Disclaimer: This document is issued by Sundaram Alternate Assets Limited registered with the Securities and Exchange Board of India. This document
is produced for information purposes only and not a complete disclosure of every material fact and terms and conditions. It does not constitute a prospectus
or disclosure document or an offer or solicitation to buy any securities or other investment. All opinions, figures, charts/graphs, estimates and data included in
this document are as of November 30, 2023 and are subject to change without notice. It should not be construed as investment advice to any party. The
statements contained herein may include statements of future expectations and other forward-looking statements that are based on our current views and
assumptions and involve known and unknown risks and uncertainties that could cause actual results, performance or events to differ materially from those
expressed or implied in such statements. Investors shall be fully responsible/ liable for any decision taken on the basis of this document. Clients under Portfolio
Management Services are not being offered any guaranteed/assured returns. The name of the strategies do not in any manner indicate their prospects or return.
The investments may not be suited to all categories of investors. The material is based upon information that we consider reliable, but we do not represent that
it is accurate or complete, and it should not be relied upon as such. Neither Sundaram Alternate Assets Limited nor any person connected with it, accepts any
liability, losses and/ or damages arising from the use of this material. The recipient of this material should rely on their investigations and take their own
professional advice. Opinions, if any, expressed are our opinions as of the date of appearing on this material only. While we endeavour to update it on a reasonable
basis there may be regulatory, compliance, or other reasons that prevent us from doing so. The Portfolio Manager is not responsible for any loss or shortfall
resulting from the operation of the strategy. The recipient shall understand that the aforementioned statements cannot disclose all the risks and characteristics.
The recipient is requested to take into consideration all the risk factors including their financial condition, suitability to risk-return, etc. As with any investment in
securities, the value of the portfolio under management may fluctuate depending on the various factors and forces affecting the capital market. Disclosure
Document shall be obtained and read carefully before executing the PMS agreement. For tax consequences, each investor is advised to consult his / her own
professional tax advisor. This document is not for public distribution and has been furnished solely for 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. Distribution Restrictions — 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. Direct On-Boarding of Clients: Client has an option for direct on-boarding without
intermediation of persons engaged in distribution services. In this mode, client will be charged management fees and portfolio operating expenses. No other
charges will be levied.
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