






































Indians producers lack scale and branding

China world market share ¥ India world market share

50% 46%
0
40% 37% 39%
30% -
20% -
10% -
0.4% _3'8% 2.0%
0% . | —
Prefabricated Articles of apparel & Footwear
buildings, sanitary, clothing accessories

heating and lighting
fixtures, n.e.s.

Need strong balance sheets and a supportive business environment

Source: UNCTAD m
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India vs China requires deep structural reform
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The Three India’s

* India comprises a few middle income “Mexicans”, a few in-service “Filipinos”,
and almost entirely of “Africans”

Total HH Per capita
population incorme
India 1
Mexico
~130m population ~110m ~$9,300

GDP $1,150 bn
$9,300 per capital income

India 2
Philippines
~105m population
$313 bn GDP
$3,000 per capita

India 3
Sub-Saharan Africa

excluding South Africa
976 m population
$1,167 bn GDP

$1,200 per capita

Source: Kuntal Shah — “India: Wealth Creation Story”, 2019
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India enterprises prefer being “unorganised”

® 10-80% of Products are Unbranded — depending on the ® Market size of taxed and untaxed smoking goods almost

product category similar at ~$7 billion
100% -
90% -
80% -
70% -
60% -
50% -

200, Biris , US$4.5bn
30% -
20% -
10% A Legally
0% A manufactured

2 2 = =z g 2 BT g = )

g & &2 5§ 8 £ 8§ 2 g cigarettes,

8 2 % § * 3 g0 2 3 US$7.5b

=2 (<] K= o > 5 .obn
2 2 8 2 2 A
£ = o § 3 Illicit Cigarettes,

US$1.5bn

Source: BofA Merrill Lynch Global Research

e ~35% of Paints market remains Unorganized ® Jewellery similarly has a large Unorganized segment
Shalimar Unorganized
Paints 35%
Akzo Nobel 1% .
India _ Titan
7% Unorganized 5%
Kansai market
Nerolac 81% .
10% \__ Organized
market
Asian Paint 9
Berger Paints Ve 14%

36%
11% °

Source: BofA Merrill Lynch Global Research Estimates

23 ENAM Holdings Pvt. Ltd.



Reality of life is not understood
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Corporate Profits have collapsed

Corporate Profit to Nominal GDP (%)

8.0
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Source: CMIE PROWESS

Oppressive tax rates and stagnant purchasing power lead to a profit drought
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5 sectors = 70% of profits, and top 5 players
account for 80% of sector profits!

Sectors sorted on FY20 profit pool Profit Pool (%) EBITDA Pool (%), ex| BFSI Market Cap Pool (%)

1) Banks & Financial Services
2) Oil & Gas

3) IT - Services

4) Metals & Mining

5) FMCG

6) Power Utilities
7) Pharma

8) Cement

9) Auto

10) Engineering

11) Chemical & Fertilizer
12) Infrastructure

13) Retail

14) Media

15) Consumer Durables

16) Realty

17) Textiles
18) Logistics
19) Diversified
20) Telecom

20 37
6 8
3 4

E

21

Top-5 stocks profit pool (%)

80

67

—

89
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Top 25 Companies by PAT (US$bn)

Reliance
Industries
6.0

Tata Consultancy
Services
4.5

Coal India

HDFC Bank
3.8
24 'E .' “”“ al
Tata Steel 'g;trf.’ll(‘
Vedanta \ 14 1.3
13 / N
\ / \/ N
S— N4 Bharti
M A 0.8
\/ P

Basic mt_al’fte_rials and BFSI Consumer Tech & Telecom
u;;‘;oes 25% 5% 21%

Materials, BFSI and IT still dominant in cash flows and profits

Source: Axis Capital, Bloomberg, CapitaLine
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Top 25 Companies by Market Cap (US$bn)

Reliance
Industries
163

Tata Consultancy
Services
114

HDFC Bank
81

Bajaj
Finance

v
Avenue f
Supermart J K A
20 Y \ \ /
: \-\ V. v \_/
- /

N\ -

Basic materials and Consumer, Auto &

Pharma
22%

utilities
20%

Tech & Telecom
25%

Consumer stocks have mktcap, low profits... Materials/Energy the opposite!

Source: Axis Capital, Bloomberg, CapitaLine

ENAM
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Market & Economic Cycles suspended by QE

3: Bubble

¢ P/E expansion, Easy credit
¢ “Virility” Symbols (Towers,

4-5: Correction & Bear

rally

diversification/ M&A) Leading stocks
¢ Capex > near-future requirements fall sharply,
¢ Retail & IPO euphoria followed gy pull
¢ Shock/ Leaders in trouble back as “Left
¢ Asset & Cost inflzltion ¢ r';i?%i/r: P
¢ Capex/ IPO/ Credit )
AR o il ol
¢ Boom spreads i
¢ New Themes and ¢ ngjrngrdogey
Valuation Paradigms EPS fall-
punitive mkts
¢ Social &
economic
indicators
weaken
\
¢ Easy
0 &1: Undervaluation credlt to
revive
¢ Easy & cheap Phase 1 Phase 2 Phase 3 Phase 4 Phase 5 Phas  growth )
Licluidity Accelerati . ¢ Major
¢ Value buying cceleration e Inflation reforms
¢ Catalysts: i oreQrate e N
e ey, Momentum
Commodities of Stock

returns

Source: Market Cycle Phases: Marc Faber — “Tomorrow’s Gold”
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Looking ahead: India rising in the Tech World

Kik Interactive
1B

Canada

China Internet
Plus Holding
$18B

ﬁ_r %oftware
Avalog

Switzerland Group

areem
Networks

SpaceX
$21.2B /Palantir

A Py
L\ < o A\
Technologies 3 ‘—& : > ) Africa
$20B X i : Group
$9. & ; $18
C°|0mbi@|§ﬁgmes \ Nigeria

. A Promasidor
Argentlna@\gﬁo,a, _ gﬂl%ngs

Africa

Industry
I Big Data BN o Tech W Healthcare I 200 Software gy social

¥ Didi Chuxing
$50B

Innovation
H $1o§‘

AN
SHEE Singapore . o

Valuation $50B

. . =T -I B
I Cybersecurity NEEEEM FinTech [N Dternet Software sy on Demand  IEEEEM VR/AR ——-—252;
B ommerce/ NN Hardware NN Media B Real Estate W Other S SB

Article & Sources:

https://howmuch.net/articles/the-worlds-unicorn-companies-2017 h OWMu C h net

https://www.cbinsights.com/research-unicorn-companies

Source: CB Insights
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India is producing Unicorns rapidly

Licious™
o~
.. . YOUR [nee j .
e India is #4 on the list of SRED" @ PO hke |, 2
global private companies Binshorts @ oPeEN INMOBI gYzomato 3 Ydean
with valuations of over USD practo ¢, © snapdeal Quikr
1bn, or “unicorns” bl L s
) n book iiyshow pO“CY‘?"%ZQET,O

@ihall @

@ PhonePe MuSigma
make trip
Q_ﬂ infoedge

are in the online-consumer
space 2

Zoomcar

— 9 out of top 10 unicorns in India 6 ﬁrgic&j
TREEBO = o
Oola [BBYIUS

Paytm ovo

* India has 4 out of 18 global o LENDINGKATT

private companies with By adovinwic G
. CARS24.com SWIGGY
vaI:Jatlon of 0\’/’er USD 10bn, " © SHOPCLUES:
or “decacorns gt o Bbigbesket @
— Current: Flipkart, PayTM, Oyo, @ - RIVIGO
Ola NozAaro RONew a
@ saavn oy LRJ
— Potential to produce 5 more in the @ ATHER E o NHKAK  oronartoom
neXt 2'3 yearS «GREYORANGE Pine Labs % F ELA;’I‘;AL

Sdruva  curefit
A ZERODHA n@s‘favvay

India’s 30+ unicorns have created $80bn in value, and expected to grow to 100+ by 2025

Source: CB Insights, HSBC, Inc42, Live Mint, Yourstory 2019
ENAM
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Do CEOs shine in 40s-50s as Wealth Creators?

Decade 1991 - 2001

"\

Curr Mcap Price - CAGR (%)

Company Name Promoter Name (USD bn) FY90-00 FY00-10 FY10-19
H D F C Bank Aditya Puri 41 95,656 | 68 | 22 20
Infosys Narayan Murthy 45 41,775 | 146 | 9 9
Wipro Azim Premiji 46 19,086 : 109 | (3) 5
Zee Entertainment Subhash Chandra 41 3,760 | 85 (13) 13

£\

Price - CAGR (%)
(B ]

Decade 2001 - 2011

Curr Mcap

Company Name Promoter Name (USD bn)

Reliance Industries Mukesh Ambani 138,210 | |

Kotak Mahindra Bank Uday Kotak 42 43,781 : 42 : 22
Bharti Airtel Sunil Mittal 44 32,916 | 42 1
Sun Pharmaceutical Dilip Shanghvi 45 14,578 54 1 27 | 10
Titan Industries Bhaskar Bhat 46 14,399 G : 36 : 29
Mahindra & Mahindra Anand Mahindra 46 9,117 21\ | 21 1 9
J S W Steel Sajjan Jindal 42 8,544 (14) 75 : 9
Motherson Sumi Vivek Chand Saigal 45 5,693 10 | 43 25

N~

Decade 2011 - 2019

Curr Mcap
(USD bn)

Price - CAGR (%)

Company Name Promoter Name FY90-00 FY00-10

TCS

Bajaj Finance

Avenue Supermarts Ltd
Eicher Motors Ltd

Excel Shroff Group
Havwells India

Page Industries Ltd

N. Chandrasekaran
Sanjiv Bajaj

RK Damani
Siddhartha Lal

Jai Shroff

Anil Gupta

Sunder Genomal

107,935
42 33,314
52 15,976
45 8,233
49 6,282
44 5,820
56 3,425

26

32
42
45
39

Source: Axis Capital, Bloomberg, CapitaLine
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Some themes for 2020s

Financialisation of Savings:

— Continued beneficiaries are private sector banks, insurance companies, mutual funds, mortgage and consumer
finance companies

Privatisation Beneficiaries:

— As the government withdraws from “monopolistic” sectors, natural oligopolies could emerge in sectors ranging
from telecom to energy/mining to ports/airports to government services

Platform Plays

— As the population urbanizes, key beneficiaries will be platform plays in healthcare, education, e-commerce, etc.

Discretionary Consumption

— As incomes and per capital GDP rises, discretionary spends on durables, travel, media and experiences (eg big
fat Indian weddings) will burgeon
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Summary

42

India- the “Sone ki Chidiya” missed the industrial revolution and its share of global GDP went from
>30% to <3%, accompanied with loss of its sovereignty.

Since the economic reforms of 1991, GDP has expanded >10x and Market Cap >30x

India is now among the world’s top 5 economies. Its agricultural and industrial base makes it a leading
producer of most commaodities.

It is recognized as the last major emerging market that, within the coming decade, has the opportunity
to catapult to the 3 ranked economy in the world.

The Indian government has implemented a number of major reforms that include GST, RERA, IBC, as
well as major social inclusion measures and EoDB indicators. However, the need for even deeper
rooted reforms in a slowing global economy awash with liquidity is an unprecedented opportunity.

A number of reform measures to optimise land, labour, capital, enterprise, governance and technology
have been articulated by numerous experts. Awaited eagerly.

Global and Indian investors continue to value entrepreneurs and businesses that can demonstrate
large potential for growth in earnings, with governance

ENAM Holdings Pvt. Ltd.



You, the Investor



Think ot Cycles!

Nature is cyclical, not linear!

> Life Cycles f
> Business Cycles /Boom-Bust /\/

» Seasonality NAVAVY,
» Innovation /Schumpeter Y AVAN

» Market Cycles A~ N\
: : Markets & 80



Impermanence in Markets

> Like weather cycles, day/night cycles, understnd there are also

investment cycles and cycles in companies
» Waves revert to mean, stay equanimous. X Greed/Envy/ Fear/Anger

> Gives an ability to be confident of the future, because of the sense of

history that cycles bring

» Hence no permanent bear market, no permanent bull market

: : Markets & 81



Investment is a Lonely Art

> Investment is lonely
» Don't agonize when people disagree with you

» As long as you accept questions, criticisms or suggestions in the right

spirit you are going through a building process

» Collective brainstorming helps us get better all the time

: : Markets & 82



Don’t Swing in Valuation Approaches

BEAR MARKET BULL MARKET BUBBLE MARKET

Value

» Dividend Yield

» Payback » Technical Charts
» Price/BV » EV/EBIDTA » Reflexivity
» Replacement Cost > P/E » PE/G

» DCF » Option Value

: : Markets & 84



Focus on the size of the win

> Nemishbhai is always focused on the size of the win
» Frequency vs. Magnitude, Activity vs. Achievement

> Likes to take bets only at good odds which tend to give him

disproportionate returns

> It makes him the most unique

: : Markets & 85



Can a company earn profit equal to
today’s market cap?

» Can a company earn profit equal to its market cap

» Whether or not it happens is secondary, but the thinking should be in

that direction

> It requires research, understanding, and intense study

: : Markets & 86



“Invert, always invert.”

> How large can the profits of this company get?
» Need to understand scenarios and sensitivities of most companies

> | feel more confident when prices go down provided | have thought

through most scenarios for the company

> | learned the complete opposite in business school > Beta is bad

: : Markets & 87



Reading Annual Reports to the last
decimal point

» Regular follow up on companies is important
» Fine art to stripping the Balance Sheet down to the Last Decimal Point
» Reading EVERY single note to accounts

» The need for financial rigor and disciple cannot be overemphasized

: : Markets & 89



Decompose | Decompose | Decompose

Sectors Large Cap | Medium Cap| Small Cap Total

FMCG
Pharma

Banks
IT
Telecom
Media

Engg
Autos

Commodities
Total

. : Markets & 91
B A | Technol \Y/ . |
usiness Appraisa echnology anagement “ Valuation nvestor



Decompose | TH

» A good investor is a good businessman and vice versa

N | Consolidate

Aggregate Portfolio Metrics
Sales OPIDT PAT DIV NwW Debt Net Blk Wkg Cap
OPM % Sales / NBIK Wkg Cap/ Sales ROI ROE
Div y/d P/BV EV/EBIDTA P/E PE/G

: : Markets &
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How is your Portfolio Tilted?

CLIENT TIME OWN INTERESTS

PROFESSIONAL COLLEAGUES

WORK
FAMILY COLLEAGUES

BUILD A CONSCIOUS LIFESTYLE!
&













































































































































https://www.fastcompany.com/40454692/this-t-shirt-sewing-robot-could-radically-shift-the-apparel-industry
https://www.fastcompany.com/40454692/this-t-shirt-sewing-robot-could-radically-shift-the-apparel-industry



















































