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Why Trendspotting? <\ CAPITAL

Key to successful investing over
a long period is an ability to spot
trends

Looking at data since 2002, the
top 5 performing sectors vary
greatly in each market cycle

Different market cycles favor
different set of industries

Top Bottom
Sectors Sectors
Industrials Media
Oct02-Jan08 70% 16%
Consumer Real estate
Jan08-Oct08 . 10
Average returns of staples: -18% -88%
best performing Media —
sector in each cycle While for worst Oct08-Nov10 109% h ng\rmgglscgc%) :
Is 30% CAGR performing sector it is e
Healthcare Industrials
-18% CAGR
Nov10-Augl3 24% _30%
. Auto Real estate
Augl3-Febl6 42% 2%
Consumer

Communication
Source: Bloomberg Feb16-Jan20 duéz%}ées: services -9%
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India's GDP Growth (%yoy), RHS —SENSEX Index
- Oct02-Jan08 Jan08-Oct08 Oct08-Nov10 Nov10-Augl3 Augl3-Febl6 Febl6-Jan20
Nifty Performance (%) - CAGR 38% -53.7% 40.5% -2.5% 10.3% 14.7%
Average Qtrly Real GDP gr, 1yr fwrd (%) 8.71 4.06 9.68 6.35 7.99 6.58
INR depreciation (%) -23% 20% -8% 31% 2% 5%
Interest rate movement (bps) 225 25 -175 100 -50 -160
Source: Bloomberg
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Looking at data since 2002, the top 5 performing sectors in terms of returns vary greatly in each market cycle

CAGR CAGR CAGR CAGR
Sector Sector Sector (%) Sector (%) Sector (%) Sector (%)

Industrials Consumer Staples Media [ 109% | Health care 24% Automobile T 42% Consumer Durables | 2%
Metals Health care Automobile 84% Consumer Staples 20% | Pharma . 28% Chemicals 25%
Financials Pharma Banks 9% Pharma 6% Financials L 2T% Real Estate 24%
Utilities Automobile Metals 78% IT 6% Chemicals % 26% Retail %

Consumer Durables Communication Financials 67% Automobile 1% Nifty Midcap 25% Others 29

Cement Chemicals Others 2% Media -2 Consumer Durables i 24% Consumer 9%
Consumer IT Consumer Durables 61% Nifty -2 Health care D 24% Financials 18%
Banks Nifty Consumer 58% Communication -4% Consumer % 23% Consumer Staples L 7%
Others Oil and Gas Nifty Midcap 56% Cement -5% Nifty Smallcap 23% Utilities 16%
Nifty Midcap Banks Health care % Logistics -8% Oil and Gas . 22% IT 15%
Communication Nifty Midcap Pharma 3% Consumer Durables | -9% Retail I 21% Nifty 15%
Oil and Gas Utilities Logistics 3% Financials -10% Consumer Staples % 20% Cement 14%
Automobile Consumer Industrials 51% Nifty Midcap -18% Utilities 20% Metals 14%
Retail Logistics Nifty Smallcap 50% Chemicals -11% Media . 20% Oil and Gas 13%
Nifty Cement Consumer Staples 48% Nifty Smallcap -15% Logistics m% Nifty Midcap 12%
Nifty Smallcap Metals Cement % Oil and Gas -18% Industrials L 1% Nifty Smallcap 9%
Health care Nifty Smallcap Utilities I 44% Consumer 1%% Cement ~ 14% Banks 9%
Chemicals Industrials Chemicals % Retail % Others = 14% Logistics 8%
Consumer Staples Financials IT 3% Utilities -22% IT - 13% Pharma 6%
Pharma Retail Oil and Gas 1% Others -22% Nifty 10% Automobile 6%
Logistics Consumer Durables Nifty 1% Banks -22% Metals 110% Health care 3%
IT Others Retail 0% Real Estate -28% Communication | T% Industrials 0%
Real Estate Media Real Estate I 28% Metals -24% Banks | 6% Media -2%
Media Real Estate Communication . 9% Industrials -30% Real Estate -2% Communication -9%

*Sectors marked in green are top 5 performers for the current cycle; Sectors marked in yellow are top 5 for the preceding cycle

Aditya Birla Sun Life AMC Limited - Portfolio Manager 6
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Theme 1: Infrastructure driven boost to GDP growth (2003-08) « “ CAPITAL

Impetus on Private
Sector participation
Corporate sector’s
contribution to gross
fixed capital
formation went up

'Sharp rise in Bank
Credit :

Share of
Infrastructure in Bank
Credit moved from
4% in FY02 to 14% in

from 28% in FYOO to
41% in FYOS8

High inflow of foreign

capital:

US inflation & yields touch
bottom in 2002-03 leading

to excess liquidity & inflow B
of foreign capital in India

Major factors
during 2003-08

that worked in
favour of Infra
sector

FYO8

Government
Reforms :

Airport privatization,
Golden Quadrilateral
road project

GDP growth close to 8% for 5 yrs

Real GDP
1g 79 79 79 81 77
—_ 4.8
9%2 u u I I I I I u
2 d
— AN o < (o] N~ [e0] ()]
S Q@ < < S e Q <@ <
o i AN (90] < Lo O N~ (00}
o o o o o o o o o
o o o o o o o o o
N N [V N N N AN AN N

Source: CMIE

Rise in manufacturing & construction
activity as a % of GDP during 2003-08
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Construction & Transportation

Source: National Statistical Office (NSO)

Aditya Birla Sun Life AMC Limited - Portfolio Manager 8
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Theme 1: Infrastructure driven boost to GDP growth (2003-08) « “JCAPITAL

Sector performance

The top 5 performing sectors in the BSE200 Universe, during this period include Infra related sectors like industrials, metals and utilities
supported by financials which helped finance the growth. All the other major infra sectors also outperformed Nifty by a healthy margin during this
period.

Infra related sectors outperformed Nifty Infra profits grew at 3x of BSE 200 co. profits
2003-08 100% - Sales growth (%) g\z
75% ] o o \o Q . O\o o
< o = S ) o N =
. O\ o O\ b3 N N [e0] (o] . o
Industrials | o1 SE50% T R B8 ]S m O SR
] s Mt o | W
Metals | 77 006 | e o - .-
o 2004 2005 2006 2007 2008 CAGR
Utiliies | 6/ (2003-08)
#Infra @ BSE200
Cement |G 5o O_O Net profit growth (%)
200% 1 ¥ o © o o
Communication Lo Q2 S o S & =N S
(o) I ~ X o ©o © (=) S o
servicos M S5 S100% | s B 5 g 8¢ 23 BY
S B ml o ml S o
ity | =7 oo M M C M . T
N
-100% - o
0 20 40 60 80 100 2004 2005 2006 2007 2008 CAGR
(CAGR %) minfra wBSE200 (2003-08)

Source: Capitaline, Bloomberg, Universe: BSE 200

Aditya Birla Sun Life AMC Limited - Portfolio Manager 9

Back to TOC



ADITYA BIRLA

Theme 2: Resurgence of Export sectors (2011-20195) « *w CAPITAL

Key export sectors that did well in this phase

————

TCS, HCL Tech, Mindtree

Bharat Forge, Motherson
Sumi, Balkrishna

Industries
Key export Auto

Pharma L WS
beneficiaries Ancillaries

Sun Pharma, Aurobindo
Pharma, Lupin

Indocount Industries,
Himatsingka Seide

Textiles

Aditya Birla Sun Life AMC Limited - Portfolio Manager 10
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Theme 2: Resurgence of Export sectors (2011-2015) « “JCAPITAL

Sector performance

In the BSE200 Universe, export-oriented sectors like textiles, auto, pharma and IT outperformed Nifty by a good margin during
2011-15 on annualized return basis.

IT & pharma sector profits grew at a higher rate than Bse 200
during 2011-2015

Sales growth (%)  ®Export uBSE 200

Top performing sectors during 2011-15

40%

. 29%
Texiles | 41 0 g 25% 24% "

18%

(%)

20%

Ao | 51 10%

12% 110 % 13%
u
0%

Pharma | 27 2012 2013 2014 2015 ~ CAGR
(2011-15)
T _ 15 Net profit growth (%)

40% 33%

# Export & BSE 200

l
- |
(%)

i 21%
Nifty 00 17%
9% 10% on  -4%
4% 4% 6% -7 i 1%
0 10 20 30 40 50 0% — —
CAGR (%) 2010 2011 2012 2013 2014
-20%
Source: Capitaline, Bloomberg
Aditya Birla Sun Life AMC Limited - Portfolio Manager 11
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Theme 3: The Great Indian Consumption Story (2016-20) « “JCAPITAL

Rising incomes, with * India touching the USD 2000 per capita GDP mark with India’s favorable demography

premiumization in * Premiumization in products along with rise of E-commerce and organized retail began to drive consumption
consumer preferences during this time

» A good monsoon after two successive years of drought, coupled with 7th Pay Commission, boosted rural
consumption in 2016

« Large growth was expected to be on the rural side as urban consumption was already on track.

Vibrancy in rural
economy

» With the implementation of GST in 2017, the “Unorganized to organized” play caught more steam as it
levelled all the players in terms of taxation.

» Organized brands would be beneficiaries of premiumization by Indian Consumers

Unorganized to
organized shift

* NBFCs, Banks have ensured availability of finances
» Multiple innovations are driving secured and unsecured lending
* Retail credit grew by 16% CAGR over 2016 to 2020

Increase in Retall
Financing

Aditya Birla Sun Life AMC Limited - Portfolio Manager
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Theme 3: The Great Indian Consumption Story (2016-20) « " CAPITAL

Sector performance
The sectors in the BSE200 Universe which outperformed the Nifty during this period include consumer durables, discretionary,
staples, retail and financials. As the Indian consumer spent with availability of easy credit, financials benefitted alongside.

High ROCE and stable growth were the highlights of the

Consumption sectors outperforming Nifty during 2016-20 consumption portiolio during 2016-20

ROCE (%)
Consumer 40% | 35% 30% 35% 35% 31% 33%
Durabies  I— = s won M m
20% 17% 16% 16% 12% 16%
Retall | 22 o I I i
0% -
2016 2017 2018 2019 2020 Average

Discretion.. I— 1o
Discretion... # Consumption  wBSE200
“emes. I 20% - e et
70/ 17%
Staples 17 15% ’ 14%

15% - 12/0 10% 9/0 12% 80/
. = 10% 20 0
ity | -
fty 15 50 o

0% -
0 5 10 15 20 25 30 35 50

(%)

2017 2018 2019 2020 CAGR (2016-

u CAGR (%) 20)

# Consumption @ BSE200

Source: Capitaline, Bloomberg

Aditya Birla Sun Life AMC Limited - Portfolio Manager
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Theme 4: Global supply chain diversification in Chemicals (2016-2019) 75 CAPiTAL

The story so far... What is happening now

China’s large gain in market share is explained by — » US-China Trade war changing trade dynamics
» Rapid industrialization = Stricter environmental norms in China

» Low manufacturing costs = Rising cost of labour

China’s share in USD4 trillion chemical industry moved from 15% in 2007 to around 37% in 2017.

40
35 -
30 -
25 -
20 -
15 -
10 -

(%)

NAFTA Japan S. Korea India Rest of Asia China

# % of global sales in 2007 u % of global sales in 2017

Source — Ficci report on Chemicals

Aditya Birla Sun Life AMC Limited - Portfolio Manager
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Theme 4: Global supply chain diversification in Chemicals (2016-2019) 5. AriTaL

Sector performance

In BSE500 Universe, which covers majority of chemical sector companies, Chemicals was the 2" best performing sector during 2016-19,
outperforming Nifty by 9 % on an annualized basis. The diversification of supply chain from China is expected to get accelerated post COVID

Chemicals was the top performing sector during 2016-19 Chemicals was the top performing sector during 2016-19

40% -

Sales growth (%)

21% .
0, - —
. 20% o 11% o0 15% 12% 119
Chemicals 24 50 () - () . - .

0% -

2017 2018 2019 CAGR (2016-19)
@ Chemicals wBSE500

60% - i 9
f () 4% Net profit growth (%)
Nifty 15 40% - 0
. 17% 26% 19%

20% - 13% 10%
6%
o M o
0 5 10 15 20 25 90% .
2017 2018 2019 CAGR (2016-19)
CAGR (%) @ Chemicals @ BSE500

Source: Capitaline, Bloomberg

Aditya Birla Sun Life AMC Limited - Portfolio Manager 15

Back to TOC



Theme 5: The NBFC Saga (2014-2019) <\ CAPITAL

Between 2014 to 2019, NBFC gained market share vs. Banks, due to a confluence of factors

Wider and Co-lending
Effective reach Arrangements

Customized \ -
product ey f Leveraging
offerings by /- Technology
NBFC’s / !

Major
factors that - Gained business

: from PSBs
worked in struggling with

favour of high NPAs
NBFC's

Government &
RBI support

Aditya Birla Sun Life AMC Limited - Portfolio Manager
Back to TOC



Theme 5: The NBFC Saga (2014-2019) « “\ CAPITAL

Sector performance

In BSE200 Universe, Financials was the 3" top performing sector during 2014-19, outperforming Nifty by 9 percent and banks
by 15 percent on an annualized basis.

Financials outperform banks and Nifty by decent margin during

2014-19 Financials outperform banks by 14% CAGR during 2014-19
2014-19 40% Sales growth -
—~ 0 0, V) 0

S on 20% 19% a0 13% 17% 19% 0

- e o N -
o | oo =l LW =w BN -8

-20%
2015 2016 2017 2019 CAGR
Nifty ﬁ 12 WBSE200 uFinancials (2014-19)
40% - Net profit growth ~ 34% 32%
0,
S 20% - 8% 13%  15% I 19%
- I : “2 [T
0o | e N
0% i -2%
0 5 10 15 20 25 -20% - -13%
2015 2016 2017 2019 CAGR
CAGR %
( ) o (2014-19)
@BSE200 u«Financials
Source: Bloomberg Source: Capitaline
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What Drives BIG TRENDS < . CAPITAL

» Domestic and Global GDP growth
Phase of Economic Cycle * Interest rate cycle
* Rupee Depreciation

» Domestic Government policy framework
Government Policy Focus  Any big reforms initiated by the government
« International govt. policies which have impact on EXIM manufacturing and trade

* Industry disruption every 5 to 7 yrs, led by economic, demographic and technological factors
Industry Disruptors * Industry Disruptors tend to have a value proposition which is difficult to imitate
» Change the cost dynamics for the industry or are led by changes in consumer preferences

» Emerging sectors are ignored initially, due to low revenue scale or perceived risk
Emerging Sectors  Such sectors tend to have big opportunity size, and outperform eventually
» These sectors tend to have large unorganized share, potential to be tapped by efficient players

Aditya Birla Sun Life AMC Limited - Portfolio Manager
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Enablers of PAST TRENDS . CAPITAL

I Economic Indicators I Government Policy I Industry Disruptors I Emerging Sectors

. High Gains
Domestic _ . . Changes the .
Favourable Beneficiary Beneficiary of | Compelling Onerous for g L Unorganised from
GDP | Interest Rupee - . . ; convenience or | Big size of .
Policy of policy | International Value incumbents sector changing

growth = Rates | Depr. cost dynamics | opportunity

Framework = reform policy proposition | to imitate market consumer

cycle SiflIeI e share preference
nfraled GDP' " 5003 - 2008 v/ v v v
Growth

Resurgence of || 511 5015 v v v v v v

Export sectors

Great Indian

Consumption = 2016 - 2020 4 v v v v v v

Story

Supply chain

diversification 2016 - 2019 v v v v v v

in Chemicals
The NBFC Saga 2014 - 2019 v v v v v v v v

Source: ABSLAMC research

Aditya Birla Sun Life AMC Limited - Portfolio Manager
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Key Success Stories

Holding Holding
Security Period Theme Security Period Theme

Returns Returns
Alkyl Amines Chemicals 187% Chemicals Larsen & Toubro Infotech Ltd 104% Export
Navin Fluorine 159%  Chemicals Infosys Ltd 97% Export
Pl Industries 100% Chemicals Alembic Pharmaceuticals 967% Export
Atul 78% Chemicals Aurobindo Pharma 584% Export
Pidilite Industries 44% Chemicals Indo Count Industries 482% Export
Finolex Cables 402% Consumption HCL Technologies 333% Export
Avenue Supermarts 278% Consumption CCL Products India 140% Export
TVS Motor Company 241% Consumption Himatsingka Seide 124% Export
Bajaj Electricals 187% Consumption Balkrishna Industries 119% Export
Trent 147% Consumption KPIT Cummins Infosystems 94% Export
Nestle 113% Consumption Persistent Systems Ltd 240% Export
Britannia Industries 76% Consumption Wipro Ltd 69% Export
Maruti Suzuki India 74% Consumption Dr Reddys Laboratories Ltd 80% Export
Bata 71% Consumption Ajanta Pharma 23% Export
Asian Paints 53% Consumption Bajaj Finance 433% NBFC
Page Industries 45% Consumption Canfin Homes 215% NBFC
Hero MotoCorp 40% Consumption Bajaj Finserv 114% NBFC
Eicher Motors 31% Consumption Cholamandalam 47% NBFC

Source: ABSLAMC Research

As of 30t April (HPR calculated based on Sell price, or price as of 301" April)

Aditya Birla Sun Life AMC Limited - Portfolio Manager

The stocks mentioned above are only for illustrative purposes and do not constitute a recommendation to buy or sell
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Theme 1 : The rise of domestic
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manufacturing

Push for Aatmanirbhar Bharat should drive domestic manufacturing, private capex, import substitution, and exports

High dependence
of global firms on
China

Supply chains
disrupted during
Covid-19
Diversification of
manufacturing
already in
progress

US-China
relations could
sour further

Can India become
the next big
manufacturing hub?

Rapidy
reducing infra
deficit

Labour/power
reforms

Large domestic
market & growing

Corporate taxes slashed;
gap vs rest narrowed, PLI
schemes and import
embargoes introduced

Aditya Birla Sun Life AMC Limited - Portfolio Manager

PLI Scheme:

Total Financial Outlay of ~Rs 2 lakh Cr. across 13
sectors

Extends incentive of 4-6% on incremental sales of
goods manufactured in India for five years.

Indicates significant departure from the norm as
direct incentives are only on incremental production
and only selected “champions” are selected to
maximize impact.

Policies incentivize downstream production and
expect local value-addition to follow as scale builds
up (where it does not exist).

Import Embargo

Push indigenization 101

defense items

in  manufacturing for

Import substitution benefit of Rs 35,000 — 50,000 Cr
over 6-7 years

22

Source: BofA, Credit Suisse, Phillip Capital, ABSLAMC Rese@igBk to TOC



Theme 1 : The rise of domestic manufacturing

Contribution of manufacturing to GDP has been 14-15% for several |

& | ADITYA BIRLA
« U w CAPITAL

Atmanirbhar Bharat & Vocal for Local Initiatives by the GOI to

increase it to 25% of GDP

Relatively poor infrastructure

High logistics cost

Inverted duty structure

Restrictive labour laws

(

Corporate tax rate cut to 25.2% and tax rate of
17% for Greenfield expansion until FY23

Diversification of global supply chains

Increase in import duty on finished goods & its
components

PLI scheme in promoting domestic
manufacturing.

Chemicals Pharmaceuticals

Sectors to benefit

Industrials

Electronics Auto & Auto Ancs

Aditya Birla Sun Life AMC Limited - Portfolio Manager

23
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Theme 2: Digitalization « " CAPITAL

» Competitive offerings by telecom firms turbocharged internet subscriptions and data
consumption.

 Favorable cost dynamics (led by Jio) coupled with affordable high end smart phones
and subsidized feature-phones led to acceleration in number of data subscribers

Low cost of Data

As data costs in Indiatumble, Digital usage in India continues to go up
1.200 - Per capita data Consumption in India
R 15 ’
South Korea 151 (GB/Month)
USA | 124 1,000 - 12 -
China | 0.9 800 - 10 -
UK  [— 6.7 .
. c 600 - 8 -
Brazil | 3.5 ~
Nigeria |l 2.2 400 1 6 -
Russia M 0.9 200 - 4
India 1 0.3 0 -
. ' ' ' ' D © ~ 0 o O W W W w w 2 -
0 5 10 15 20 SIS S IR IA
($/GB) bbby 0 fod
u Data cost # Number of internet users in India 2015 2020
Source: Yes Sec Research, McKinsey Global Institute
Aditya Birla Sun Life AMC Limited - Portfolio Manager 24
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Theme 2: Digitalization <\ CAPITAL

Government has fast-tracked digital adoption across all stratas of the society
Government initiatives « Digital identity programme like Aadhaar: More than 1.2 bn enrolled
* Digital tax platforms like GST: More than 10 million businesses enrolled

UPI payments have shown over 100%
increase in number of transactions over

Significant growth in digital payment

Nearly 89% of Indian population has

ecosystem over the last 3-4 years Fy21 enrolled for Aadhar
20 Dpigital payment penetration in India 30 - UPI Transactions 573 Aadhar enrolment data
18 - : 1600
16 - 2.5 - 1371
14 - 20 - 1200
g 12 = 1000
10 - 2 15 - 1.25 £ 800
o 1.0 - 600
6 400
4 - 0.5 - 200
2 .
i i 0.0 - 0
0 - Jan-20 Jan-21 Number of Aadhar Total Population
FY14 FY15 FY16 FY17 FY18 FY19 FY20 assigned (Projected)
Source: McKinsey Global Institute
Aditya Birla Sun Life AMC Limited - Portfolio Manager 25
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Digital adoption by Private Sector

As per McKinsey, Newly digitizing sectors, including agriculture, education, energy,
financial services, healthcare, etc, could each create $10 billion to $150 billion of
incremental economic value in 2025 as digital applications help raise output, save costs
and time, reduce fraud, and improve matching of demand and supply.

By 2025, digital could transform India's economy, sector by sector (Values show upper limit of an estimated range)

Newly digitizing sectors will see

Core digital sectors have the potential to more than

$ 170bn significant value emerge. double by 2025.
! Potential value by 2025
Current value $ 435bn
$ 70bn $70bn $ 170bn
$ 50bn
D
@ Core digital
° sectors
Firlmggz:(ial 70x 70x 50x 30x 11.7x
. Job & Skills Agriculture Education Logistics Retail
services

The MGI India Firm Digitisation Index shows digitally advanced firms are pulling ahead of their peers

46%

13% 3.5x
I

Changing core operations to respond to digital disruption

Aditya Birla Sun Life AMC Limited - Portfolio Manager
Source: McKinsey Global Institute

m Laggards (index bottom quartile)
Leaders (Index top quartile)

58%
X 2.6x
26

Back to TOC

29% 22%

Using CRM software

2% 14.5x

With centralised digital team
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Theme 2: Digitalization « " CAPITAL

Beneficiaries of Digitalization

Policy bazaar (Infoedge),
PAYTM, Razorpay,

Fintech
Zerodha

Jubilant Foodworks, _
Online

Indiamart, Just Dial, Sl %g'tigi? Affle, Reliance, Easytrip
Infoedge, Nazara, Businesses Direct &
Matrimony, IRCTC Indirect

beneficiaries
of
Digitalization

Automation
N .
Honeywell, ABB, Siemens Manufacturi |} g e Happiest Mind, Infosys
ng o -

Aditya Birla Sun Life AMC Limited - Portfolio Manager 27
The stocks mentioned above are only for illustrative purposes and do not constitute a recommendation to buy or sell Back to TOC




Theme 3 : Cyclical revival in Real Estate <\ CAPITAL

#1: Interest rate sensitivity analysis: A 2% drop in #2: Property prices* have largely remained flat in the #3: Diff. b/w tax adjusted home loan rate and rental
interest rate results in substantial savings per month last 8 years yield has fallen; one could prefer buying a house
Loan interest rate (%, Loan Tenure: 15 years) 6,500 Property prices have remained Iargely flat for 8 ) Spread (housing loan interest rate adj. for tax benefits vs. rental yield)
Savings on EMI vs. 10% rate of interest years now 6:9%  6.1% | 64% | 5.0% | 5 co,
6,000 S 45% | 43% | 47% | 4.4%
9% e% 7% 6% EEE i = B E -
500,000 302 1,154 5,000 _ g N B P
2,500,000 1,508 2,974 4,394 5,769 - © T S
4,500 N~ g fo] 9 9% o,
5,000,000 3,017 5,948 8,789 11,537 — 1 : 9.1% 92% 9.0% ggyu .
4000 & N 77%  7.7% 81% 79% o
7,500,000 4,525 8,921 13,183 17,306 ’ ~ H : ! 1 H ©70
o o 3 LIS o ° 3 X N o
10,000,000 6,034 11,895 17,578 23,075 3,500 BB 1= B 3 5 P
1 . . o i . , 3 { =
_____________________ e, 3,000 D O e = e e e AU
‘Wlth 2% fall in the interest rate, which is the case in this cycle, the total E g ‘5 E g g E g g g w FY12 FY13 FYl4 FY15 FYl6 FY17 FY18 FY19 FY20 FY21E
N
isavings are Rs. 11,895 per month for Rs. 10mn loan of 15 years tenure, | o o o o obooowooLoon s +== Housing loan interest rate adj. for tax benefits === Rental cost (%)
twhich is substantial. J u House prices (Rs./sqft)
Source: Spark estimates Source: PropEquity
#4: Affordability has improved considerably over the last 3 years due to 1) time correction in #5: There is a sharp improvement in affordability for an NRI with an annual income
property prices; 2) lower interest rates; and 3) decreasing unit size of USD 100,000 now vs. in 2012
Mumbai- Suburbs 2003 2007 2012 2017 NRI's annual - NRI's annlual House property Houselvalue to Monthly#
Price/sq-ft - Built up (Rs.) 4,000 7,000 9500 13,000 13,500 EMI to i e | price (1200sgft) | "ME HEOME | EMI (USD)
0 0 0 0 0 :
A? CRER - L2 e e ) Income 2012 100,000 47.04,700,000 5,949,000 1,231 EMI for an INRI
Size of house - Built up (sq.ft) 900 900 900 900 900 ratio 2013 100,000 c4.45.440988  5.540.300 12 1176 has fallen by
R , 49, f , , 0 g = 0, I
Cost of house (Rs.mn) 3.6 6.3 8.6 11.7 12.2 declined to 23? ;)| S&”ge
Loan eligibility (70% of house cost) 25 4.4 6 8.2 8.5 ~30% and 2014 100,000 60.56,050,192 6,422,100 11 1,021 triple b:nefi%/s
Interest rate % 7.75% | 10.00% = 11.00% 9.50%  7.50% Pr‘,’pe:ty dils wmpety o Gldeiblecr S e 105 | ¢t B
EMI (Rs.) 20.688 42,557 61776 76,342 68,516 D o 2016 100,000 6556546848 6875700 11 936 prices, lower
Annual income (Rs.mn) 0.5 1.0 1.4 21 2.7 ratio under 2017 100,000 67.16,707,203 6,878,100 1.0 914 interest rate
Increase in income % 14% 8% 8% 8% 5x except 2018 100,000 64.56,445,512 7,147,200 11 1,006 and rupee
EMI to income ratio (x) 48% 51% 52% 43% 31% Mumbai 2019 100,000 69.96,992,291 7,212,300 1.0 925 deprecation.
Property price to income ratio (X) 6.9 6.3 6.0 55 45 2020 100,000 74.17,410,000 6,851,685 0.9 766
Source: PropEquity Source: PropEquity
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Phase 1 Phase 2

° Cycle Bottom/
Early Recovery

® 00—

Expansion————@

-

”
P 7’
- \\ = Jligh demand but low
/ # incremental price
15 Year Snapshot of \ ” growth
Indian Residential . gtrong pricing &ad demand < = Launches > Demand

= Deteriorating
profitability for

frenzy N~
/ Soaring profits for developers

Real Estate Cycle

= Easy access to capital developers

Demand (000’s units) 234 ‘ 404
Launches (000’s units) 258 518
Inventory (000’s units) 323 ‘ 664
Income/Job prospects Very High High
Property Price to Income 5.5 ‘ 5.2
Investor Confidence Very High High
Consolidation 1,100 ‘ 2,385
Price CAGR % 10% | 6-7%
Realty MCap as % of total 4% ‘ 2%
Access to Debt & Equity Very High High
Market Sentiment Frenzy ‘ Optimistic

Phase 3

Contraction/
Early Downturn

~
~
~

» Demand
contraction ~
coupled with price ero?ioq

= Inventory piling-up and reduted.,
investor interest

= Increasing leverage for
developers

343
404
910
Medium
4.6
Medium
2,250
4%

1%

Medium
Neutral

Phase 4

Full downturn/
Recession

Tapering demand
with price erosion
Demand > launches

Inventory pressure
recedes gradually

Industry
consolidation
accelerates

303
270
814

Low
3.9
Low
1,400
-5% - 0%

1%
Low

Fear

2)

Phase 5

Cycle Bottom/
Early Recovery

FY05-07 FYo8 FY09 FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23
| |
—
- ~ ~

= Demand to bottom
out in FY21E and
expected to improve
given better
affordability
Price improvement
due to lower supply
and reducing
inventory

Start of up-cycle led by:

Supply correction
(reducing inventory
pressure); and

Improving demand given
heightened affordability
for end-users and
improving rental yields for
in

Note: Demand, launches, inventory in units (thousands) in top 7 cities. Office supply in msf. Affordability denoted by property price to income ratio. Consolidation denoted by number of developers.

Investor confidence on the basis of NRI demand
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Theme 3 : Cyclical revival in Real Estate
ELTRE Pluchr 27
Repco/”  pXEn .. S

Housing

5 Residential
inance
Devel . [
# HomeLane companies e wCmeim. o Cament
| DESIGNCAFE Home Dalmia’
WOHE RODI FOR A0 furnishing/ Bharat Cement : N
» Decorators/ & i
{yLIVSPACE pecorators/ UltraToch s<+asemm |
DIRECT & .
" =

lNDlRECT Electrical
BENEFICIARIES Frodics
OF REAL ESTATE

HAVELLS ® V-GUARD

99acres
poLycae

Building

1cici€iombard n Life e Materials/ Kajaria  \eroiac SOMANY
GENERAL INSURNANCTE ’ Home . _ . asian
7 Sar wtha. ke jiyo! Home Owners a EEHA W“j Q
0SB R BT Ii Insurance ImgreBm e === CENTURYPLY' o
BAJAJ .‘Tf}:(f ey NASTRAL - Finglex :
FINSERYV VAS1 L2 ¥as e Sure Durables & = PIPES kL WDUSTRES Frazin B cww 2vd 26 e
Proxies
VOLTAS
. i
Dbon . AHLUWALIA CAPACIT'E ')
K amber Whlrlpool ﬁﬂ'ﬂ{f‘f{é INFRAPROJECTS LIMITED
" Source: Spark Research ( )
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Theme 4 : Sustainability « “\ CAPITAL

Concerns about impending environmental risk creating fresh set of opportunities
« 2020 was one of the warmest years on record, highlighting the relentless pace of climate change.
« As per World Bank report, climate change could result in:
* More than 100 million additional people living in poverty by 2030.
« Crop yield losses reaching as high as 5% in 2030, & 30% in 2080, resulting in higher food prices
« Warming of 2-3 °C could risk for malaria up to 5% and diarrhoea up to 10% by 2030.

Rising risks from Environment are increasingly pushing government & companies to adopt more sustainable way of doing business...

Top 5 Global Risks in Terms of Likelihood

Year 2010 201 2012 2013 2014 2015 20186 2017 2018 2019 2020
Asset Price Storms & Income Income Income Intarstate Involuntary Extreme Extreme Extreme Extreme
ist Collapse Cyclones Disparnity Dispaority Dispaority Conflict Migration Weather Weaather Weather Waeather
China : ‘ Fiscal Fiscal Extreme Extreme Extreme Involuntary Natural Climate Action Climate Action
2nd ;l'“u"""‘::-l Flooding Imbalances Imbalances Weather Weather Weather Migration Disasters Failure Failure

Greenhouse Foilure of
Chronic Greenhouse . Climate Action Natural Natural Natural
3rd x: Corruption Gas : Unemployment National Cyberattacks
Emiasions Gas Emissions G Failure Disasters Disasters Disasters

2 % Climate
Blu(fl;:.:sily Cyberattacks Water Crises Action Coll Dats Fraud Data Fraud Bludhmsnv

4th Fiscal Crises oo s & Theft & Theft Loss

Population
Agreing

Natural Dota Fraud Climote . Human-made

: Cyberattocks Environmental
Catastrophes & Theft Action Failure Dissstars

Sth : Water Crises Cyberattocks Unemployment

-Econamic - Erwvironmental - Geopolitical -Sodctal -Tochnnlagical

Source: World Economic Forum — The Global Risks Report 2020
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Green Fuel -
Ethanol

Dabur, Marico, PGHH,
Sanofi, Abbot,

Dr Lal Path labs Green Tata Motors, M&M, Ather
iy Energy, Hero Electric,
Okinawa, Bosch, WABCO

Azure Power, Adani \ ' o
Green. Tata Power. Green A y Companies Vinati Organics,

Torrent Power Energy — K o creating

Wind, Hydro i sustainable
: 7 7 businesses

Chembond Chemicals

Clean

Technology
Thermax, GE Power, lon

Exchange
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» Smallcap valuations have fallen below their long-term averages & are expected to
inch up with a gradual revival in the economy.

» Small Cap Index has underperformed Large Caps by 30% since 2017

Valuation and underperformance vs. Large
Caps

* Higher Growth Potential

* Participation in Emerging Sectors
 Higher Entrepreneurial Spirit

* Higher Risk/Reward ratio

Smaller companies have their own niche

 For category leaders, this is an opportunity of the decade to further entrench their
dominance and accelerate market share gains, as unorganized competition suffer

» Easing of Monetary policy could revive real estate sector, which is a big growth
driver for certain sectors dominated by small and mid cap companies. For eg.
Building materials, etc

Earnings upgrade cycle led by confluence of
factors

Aditya Birla Sun Life AMC Limited - Portfolio Manager
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Nifty Mid CAP EPS growth expected to be stronger vs. Large Cap Index — gains from operating and financial leverage

1,500

1,000

(INR)

500

632

Nifty Midcap100 EPS

591

CAGR - 40% 1311
1059

666

FY19

FY20

FY21

FY22

FY23

Lower Interest rates to further aid Mid Cap profitability, given

high financial leverage

(%)

NN
NEorNvws

Mar-20

Apr-20
May-20

© ©o o o
a4 a o
c 5 o o
i < o0

Oct-20
Nov-20

—|ndia real interest rate

Dec-20

Apr-21

Source: Bloomberg
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Mid and Small caps after 3 years of
underperformance should outperform
large caps, led by economic recovery, Manufacturing
lower interest rates, and increased
representation in emerging sectors like
chemicals, digital platforms,etc

A mix of push and pull factors to drive
manufacturing in India like Atmanirbhar
Bharat & Vocal for Local Initiatives by the
GOl , along with diversification of global
supply chains

Revival in Mid

& Small Caps Digitalization

Digitalization in India fast tracked due to low
cost of data, government initiatives like
_ _ Aadhar, UPI, and increased adoption by
Low interest rates, COVID-19 induced Corporate sector to improve productivity.
WFH trend and Industry consolidation

induced by RERA & availability of _ . _ : _
capital to larger players should lead o Cyclical Rising risks from Enqunment are pushing
. . . Revival in Real Sustainability government & companies to adopt more
revival in real estate and ancillary Estate sustainable way of doing business through
sectors like building materials green fuel, green technologies, and green
mobility
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Enablers of FUTURE TRENDS . CAPITAL

Economic Indicators I Government Policy I Industry Disruptors I Emerging Sectors

Domestic Favourable .. Beneficiary . Changes the High Gains from
. Beneficiary Compelling Onerous for . .. . .
GDP  Interest Rupee Policy . of . convenience or Big size of  Unorganised changing
of policy . Value incumbents . .
growth Rates Depr. @ Framework International ees . . cost dynamics of  opportunity sector market consumer
reform . proposition to imitate?
cycle policy Industry share preference
The Rise of
Domestic v v v v v v v
Manufacturing
Digitalization v v v v v v
chllcal Revival v v v v v v v
in Real Estate
Sustainability v v v v v v v
Revival in Mid v v v v
caps
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Score
Infosys Ltd Digitalization 573,076 100%
Wipro Ltd IT Digitalization 264,122 12 19 21 6.9 95%
L&T Infotech Ltd IT Digitalization 67,821 15 30 27 6.4 100%
IRCTC Ltd IT Digitalization/Midcaps 28,253 32 43 29 7.5 37%
Persistent Sys IT Digitalization/Midcaps 16,703 19 20 24 7.3 96%
Happiest Minds IT Digitalization/Midcaps 10,966 27 82 50 8.0 NA
Matrimony.Com Lt IT Digitalization/Midcaps 2,197 27 21 28 9.0 NA
Easy Trip Planners IT Digitalization/Midcaps 2,140 93 42 22 7.5 NA
Maruti Suzuki In Automobile Domestic Manufacturing 198,165 32 12 22 7.7 34%
Sun Pharma Indu Pharmaceuticals Domestic Manufacturing 155,953 14 12 22 7.5 43%
Bajaj Auto Ltd Automobile Domestic Manufacturing 111,518 16 22 17 6.5 95%
Dr Reddy's Labs Pharmaceuticals Domestic Manufacturing 85,050 21 17 22 7.9 42%
Siemens Ltd Utilities Domestic Manufacturing 66,363 14 13 41 7.3 58%
Lupin Ltd Pharmaceuticals Domestic Manufacturing 48,066 25 12 22 8.8 46%
Biocon Ltd Pharmaceuticals Domestic Manufacturing 45,276 45 12 33 7.4 18%
Pi Industries Chemicals Domestic Manufacturing 38,641 20 16 35 6.5 86%
Honeywell Automa Industrials Domestic Manufacturing 38,107 22 21 50 7.0 73%
Ashok Leyland Automobile Domestic Manufacturing 32,790 113 12 19 8.3 31%
Whirlpool Of Ind Consumer Durables Domestic Manufacturing 28,235 22 19 39 7.8 31%
Jamna Auto Inds Automobile Domestic Manufacturing 2,805 38 17 20 8.5 41%
Astec Lifescienc Chemicals Domestic Manufacturing 2,221 19 23 22 6.5 NA
Lumax Inds Automobile Domestic Manufacturing 1,454 39 16 14 NA NA
Syngene Internat Pharmaceuticals Domestic Manufacturing/Midcaps 22,870 31 14 41 7.0 87%
Navin Fluorine | Chemicals Domestic Manufacturing/Midcaps 17,415 50 17 41 6.0 89%
Ajanta Pharma Pharmaceuticals Domestic Manufacturing/Midcaps 15,975 18 22 19 6.3 88%
Johnson Controls Consumer Durables Domestic Manufacturing/Midcaps 6,363 37 15 42 7.3 6%
Tata Motors Ltd Automobile Domestic Manufacturing/Sustainability 104,121 64 14 8 8.6 47%
Cummins India Industrials Domestic Manufacturing/Sustainability 23,495 13 16 28 7.0 97%
Vinati Organics Chemicals Domestic Manufacturing/Sustainability 17,846 35 22 37 7.0 48%

Source: Bloomberg, dated 4" May 2021
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e | EPSCAGR Quant
Market Cap (crs) L 22 Score

Emami Ltd Consumer Staples Midcaps 21,723 17 94%
Apl Apollo Tubes Metals Midcaps 16,842 19 25 29 8.7 92%
Alkyl Amines Chemicals Midcaps 16,748 16 32 51 NA 97%
Fortis Healthcar Health care Midcaps 16,669 43 4 42 6.8 36%
Aditya Birla Fas Retalil Midcaps 16,650 119 5 59 8.3 NA
Crisil Ltd Financials Midcaps 13,933 20 30 26 6.0 90%
Bajaj Electrical Consumer Durables Midcaps 13,677 33 16 36 8.3 62%
Zydus Wellness Consumer Discretionary Midcaps 13,331 22 8 30 8.0 28%
lifl Wealth Mana Financials Midcaps 10,037 23 16 20 NA 38%
CDSL Financials Midcaps 8,323 11 23 37 9.0 NA
Mcx India Ltd Financials Midcaps 7,635 21 17 25 7.0 44%
Pnc Infratech Lt Industrials Midcaps 5,768 20 15 10 6.3 83%
Jtekt India Ltd Automobile Midcaps 2,037 NA 8 26 9.0 11%
Procter & Gamble Consumer Staples Midcaps/Sustainability 44,228 20 60 49 9.0 94%
Varroc Engineeri Automobile Midcaps/Sustainability 5,781 95 8 12 8.0 25%
Garware Technica Consumer Discretionary Midcaps/Sustainability 5,487 25 21 23 NA 87%
Praj Industries Industrials Midcaps/Sustainability 4,480 50 13 29 7.0 NA
Huhtamaki India Consumer Discretionary Midcaps/Sustainability 2,129 20 20 10 NA NA
Shree Cement Cement Real estate 101,024 18 15 35 7.6 86%
Acc Ltd Cement Real estate 35,743 14 13 16 7.6 89%
Astral Poly Consumer Discretionary Real estate 32,019 27 21 59 7.5 76%
Crom Greaves Con Consumer Durables Real estate 23,637 16 31 33 7.3 84%
Oberoi Realty Real Estate Real estate 20,360 17 9 18 5.8 22%
Hindustan Unilever Consumer Staples Sustainability 563,015 16 20 51 6.1 85%
Nestle India Ltd Consumer Staples Sustainability 160,200 13 107 50 8.2 53%
Apollo Hospitals Health care Sustainability 46,054 46 15 45 8.2 50%
Tata Power Co Industrials Sustainability 32,864 15 8 14 7.0 74%
Dr Lal Pathlabs Health care Sustainability/Midcaps 24,087 14 26 60 7.9 78%
Torrent Power Lt Industrials Sustainability/Midcaps 19,518 9 13 13 8.0 60%
lon Exchange Ltd Chemicals Sustainability/Midcaps 2,073 22 8 29 NA NA
Source: Bloomberg, dated 4" May 2021
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Aditya Birla Sun Life Alternate Assets Way of Investing « W CAPITAL

At Aditya Birla Sun life Alternate Assets, we have always believed in a unique blend of “art” “science” & “trendspotting in our
investment decision making, which has stood in good stead over the years.

Intensive bottom-up research process,
to identify mispriced opportunities, with
special focus on companies with
credible managements, healthy
balance sheets, higher returns on
capital, and strong runway for growth

Set of unique and proprietary
intellectual property models, which add
immense value in decoding the market
trends, identify future winners and
focus on right set of stocks, by avoiding
laggards and value traps.

Key to successful investing over a long
period is an ability to spot trends.
Looking at the past market data, one
can decipher the interplay of various
macro and micro factors coming
together to create a market cycle that
favors a set of industries.

40
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The Art & Science of Investing

The Ar.t of TRENDSPOTTING The Suence of
Investing Investing

* Focus on industries with lower competitive intensity » Corporate Governance Screener helps in highlighting
. . that are more direct beneficiaries of consumer companies where there could be financial irregularities
Recurrlng Winners spending, who enjoy stable growth, and are less Corporate — helps avoid Mishaps in small/mid caps
vulnerable + Avoided many names and Proactively exited some
(RWP) » Value Creation & Retention happens in fewer industries Governance portfolio names Imuch ahead of the steep correction,
over longer horizon based on red flags

* Helps to c%ptur% rp}s_pricing . amongd good « P-Score is an effective screener as it measures the
Catalvst Dri gggl‘;g?ées y LCeniiiying MICKS Zng Mache overall strength of the firm’s financial position
atalys riven el . . - Identifies Quality, Superior Leadership companies
y i + (SN Sl ST (Rl 73 WEmEerEy ol Jesiior P-score /F-SCOYG e The im rcS/eme)rlwt (dglta) in the finan'?:ial gsition of the
Investi ng in price, creating attractive investing opportunities. firm p p
* Micro/Macro turnaround, Demerger/Deleveraging, Mgmt . Identifies Turnaround. Compounding Companies
Change 2 P g P

* Identify companies which focus on Product or

Process Innovation » Asset allocation models to guide on Equity outlook,

and market upside

. + Innovative companies get reflected through ) Higher Getting the cvcle . ; ;
Innovation share of New Products/ Services 2) Market leadership g y SeainiGuant models. he'lps LS ST 2l e eEie
in products with restricted competition 3) Global Market right d Facllllta'lot\gz (ljzpntra_ tlh'“k'hng — Buy tPharmatlbet)r:a ﬂlle
leadership 4) Cost Leadership 5) Strong brand recall / g?’ga?(' inancia’s WNEN near weim QUReeK 1agks

Customer Engagement.
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Vishal Gajwani, Head - Alternate Investments (Equity)

With over 15 years of experience in equity research and portfolio management, Vishal has extensive experience of researching companies across sectors
and market capitalizations. Prior to this assignment he was a part of Reliance Portfolio Management Services (a part of Reliance Capital Asset Management
Ltd), where he was designated as an Assistant Fund Manager and was responsible for managing equity portfolios.

He is a Gold Medalist Chartered Accountant (ICAl, India) and holds a Master’s degree in Commerce from M. S. University of Baroda. Vishal received 4 Gold
Medals, including the Chancellor’'s Gold Medal, for topping the Master of Commerce Exams. Vishal is also a CFA charter holder from the CFA Institute (The
Global Association of Investment Professionals), USA.

Natasha Lulla, Portfolio Manager

Over 14 years of experience in equity research and fund management. Prior to joining ABSLAMC Portfolio Manager, she was working with Goldman Sachs
as an equity analyst covering India Materials sector. In her earlier stint at Goldman, she was doing Portfolio Strategy for ASEAN regions and also covered
Singapore Real Estate.

She holds a Masters in Business Administration (Finance Major) from Management Development Institute, Gurgaon and was the Gold Medalist for each of
the two years. She was also awarded a Gold Medal for achieving 1st rank in the Finance stream. She has done her graduation in Economics from Lady Shri
Ram College, New Delhi and graduated amongst the top 1% in Delhi University

Dhrushil Jhaveri,Portfolio Manager

Over 11 years of experience in equity research and fund management. Prior to joining ABSLAMC Portfolio Manager, he was working with Tata Asset
Management as an Asst. Fund Manager in their PMS, and as an equity analyst for the Commodities space (viz Oil & Gas, Metals, Cement & Logistics).

He holds an MBA (Finance) from Welingkar Institute of Management (Mumbai), and has completed his graduation from DJ Sanghvi College of Engineering
in Computer Science.

Damodaran Kutty, Analyst

Over 7 years of experience in Equity research and Fund management. Before joining ABSLAMC Portfolio Manager, he was working with Edelweiss
Institutional Research desk as an equity analyst covering the Midcaps and Agricultural Sector. He has cleared the chartered accountancy course in May
2013.

Apekshya Rajgor, Investment Support

Over 4 years of experience in the Mutual Fund Industry. Before joining ABSLAMC Portfolio Manager, she had worked with the Risk team for 4 years. She is a
Chartered Accountant and holds a B.Com degree from KET'’s V.G Vaze College, Mumbai.
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Disclaimer: The views expressed above should not be construed as investment advice.

Investments in securities are subject to market risks and there can be no assurance or guarantee that the objectives of the Product will be
achieved. Past performance may or may not be sustained in future.
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