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INDIA: HALF GLASS EMPTY
OR HALF GLASS FULL?

August 2020 MANISH CHOKHANI
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India went from >30% to <3% of Global GDP

- Chart of the Week

2,000 YEARS OF ECONOMIC HISTORY IN ONE CHART
All major powers compared by GDP from the year 1 AD
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4.3% $5.4T $23.2T 18.3%

3.3% $4.1T SHARE R !
WORLD GDP ....mnlill
2017 86.9%
2.3% $2.9T (PPP) growth for China since 2010

2.2% $2.8T

1.8% $2.3T

visualcapitalist.com

Source: IMF estimates, Visual Capitalist
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Strong Growth since Liberalization in 1991

Indicators 1991 2019
GDP ($ billion) 275 2,970
Country rank by GDP 16 7
GDP per capita, $ 320 2,200
Exports ($ billion) 18 330
Imports ($ billion) 24 514
Market cap of BSE 100 ($ billion) 45 1,500
Foreign exchange reserves ($ billion) 1 425
FX reserves in weeks of imports 2 43
Gross national savings (previous year) 23% 29%
Total investment (pervious year) 26% 32%
Population below poverty line 45% 22%

Source: Enam Holdings, Bloomberg, Axis Capital, CapitaLine
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India is now seen as a growing, top 5 economy

Ranked 5th by Nominal GDP (US$ tn), 2019
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Ranked 9th by Market Cap (US$ tn), 2019

Switzerland I 1.7
India 2.0
Germany mm 2.0
Canada W 2.3
France Il 2.5
UK mmm 3.2
HongKong mmmm 5.3
Japan I 57
China I 638
United States 32.5

On course to become the 3" largest economy by 2030... and hopefully by Mkt Cap.

Source: Bloomberg 2019
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Strong Agriculture Base: 15t or 2"d Globally

F 0 Q@ & & ¥
o ), =
Food Grains Cotton Horticulture Sugar Spices Cropland
Production Production Production Production Production Exports Production
(Mn tonnes) (Mn tonnes) (Mn bales) (Mn tonnes) (Mn tonnes) (in USD Bn) (Mn hectares)
MU 281 176 33 315 36 3 180
(#Global Rank) (#2) (#1) (#1) (#2) (#2) (#1) (#1)

-> Major producer of agrochemicals, tea, cashew, jute, oilseeds
-> Largest exporters of cereal products, cotton, bovine meat, sugar, etc.
-> All 15 major climates in the world; 46 of the 60 soil types in the world

-> Largest manufacturers of farm equipment

Source: Mohandas Pai, Bloomberg, CapitaLine
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Large Infrastructure Base: Top 5 Globally

& £ & = N ¢

Coal Iron Ore Aviation Railway Roadway Electricity
Production Production Passenger Network Network Production
(Mn MT) (Mn tonnes) Traffic (Mn) (‘000 Kms) (Mn Kms) (Bn Units)

740 220 345 115 6 1260
(#3)

India

(#Global Rank) (#2) (#4) (#7) (#4) (#3)

-> Ranked 35th in Logistics Performance Index (LPI) 2016 (up 19 ranks)

-> Air passenger traffic is growing at 16.5%, to become 3rd largest by 2024

- Produces 95 minerals — 4 fuel-related, 10 metallic, 23 non-metallic, 3 atomic,
and 55 others

Source: Mohandas Pai, Bloomberg, CapitaLine
ENAM
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Strong Industrial Base: Top 5 Globally

% B e o= @ B ® 1@

Steel Cement Two Four . ITes . Wireless
Construction Electricity
. - Wheeler Wheeler : Production Phone
Production Capacity in Production in Production in Bn Sq. ft. Revenue in TWh Subscribers
in Mn tonnes Mn tonnes Mn Units Mn Units USD Bn in Mn

India 107 502 25 4 181 1260 1162
(#Global Rank) (#2) (#2) (#1) (#5) (#6) (#4) (#3) (#2)

Japan 104 55 - 9.7 - - 1,020 173

87 120 - 11.3 - 1,600 4,280 392

Source: Mohandas Pai, Bloomberg, CapitaLine
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Young Educated Workforce

903 49,061
T T

General Courses (Mn) - Specialised Courses (Mn) I

10.04 Engineering 4.25

Commerce 4.47 IT/CS 0.94
Science 5.50 Management 1.23
Education 2.00 Medical 1.24
Social Science 1.55 Law 0.37
Others 1.07

Total 23.60 9.10

Lots of institutions and graduates, but lack of quality... and opportunities.

Source: Mohandas Pai, Bloomberg, CapitaLine
ENAM
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WHAT WE ARE YET TO DELIVER ON

July 2020

Strictly Private & Confidential



Lost opportunity & falling further behind

Per Capita GDP in US Dollars Now
™
~ *
¥

SEREREERER R

~india —China
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Praying for Weak Oil and Strong Foreign Inflows

Current Account (% of GDP) FY19 FY20 Capital Account (% of GDP) FY19 FY20
Exports 11 12 FDI 1 1
Imports 17 18 Portfolio Investors 0 0
Oil Imports 5 5 Capital Inflows 1 2
Non-oil Imports 13 13 Loans 0 0
Total Trade Balance -6 -6 Banking Capital 1 1
Invisibles Other Capital 1 0
Software 3 3 Capital Account Balance 2.2 2.7 ¢
Remittances 2 2
Invisible Outflows -1 -1
Total Invisibles 4 4 Current Account Deficit Funded by Capital Inflows
Current Account Balance -2.2 23 |

Asusmingoil is $70/bbl in FY20

Trade Deficit of 6% is manageable only if energy prices
are contained and remains offset by steady Invisibles.

Crying need for encouraging sectors such as Tourism,
creating SEZs, port infrastructure, labour reforms etc.

Capital flows have been weak and need to recover to 2%+
to be able to offset the Current Account Deficit.

FDI + FPI has remained at levels of 1-1.5% since a decade.

India needs to find structural answers on exports, tourism and FDI inflows in order
to weather global liquidity shocks and cope with rapidly rising energy prices

Source: Enam Holdings Research, Kotak Research
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INR policy reflects weakness

= USDINR Llong period average = Fiscal period average Covid-19
80 - pandemi
EM
75 - Taper crisis
tantrum

70 -
65 -

Euro
60 - crisis

Global financial
crisis

55 -

50 -

45 -

35

Apr-10 -
Apr-11 -
Apr-12
Apr-13 -
Apr-14 -
Apr-15 -
Apr-16
Apr-17 -
Apr-18 -
Apr-19 -
Apr20 -

India Rupee has depreciated at 5% CAGR for the past 10 years.

Performance has been worst during times of Global Crises.

Source: Bloomberg, Axis Capital

ENAM
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Indian exports did not benefit from weak INR

Increase in world exports Decrease in world exports

1.0% - market share E market share
(2014-2019) ! ( 2014-2019)
0.8% - . 0.0%
0.6% - 0%
4 ! -0.2% -
0.4% - !
' -0.3% -
0.2% - o
0.0% - L 0.5% -
CEQSR2sI L8256 £ ©.8 5900 ETOUENX S0 X0 5W00
£3iEEE3565285558% SRS SRR A b ALY
- o e % N O — c © I —o0xX 0—=C4G gog¥ 25 =
$E-02 08 T gen SEETTE0sY 225 4
2 = | 2 -
Global exports have stagnated at $19 trillion since 2014
There was 4.5% (USD 850 bn) shift in market share from oil exports to
manufacturing exports which India could not grab
Source: UNCTAD
ENAM
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Exports correlate to imports & investments

1 Exponts/GDP (LHS) and Imports/GDP % (RHS) 7 200%
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A depreciating Rupee has not helped exports...
it has only transferred purchasing power overseas leaving us poorer

14 ENAM Holdings Pvt. Ltd.
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INR depreciation has left us poor

How much is 100 today worth in
terms of 1958 money?

BS 23 a6 212

2000 2008 2010 2008 2020

An item costing ¥100 today would be costing ¥1.2 in 1958. ﬂj

In other words, had you saved 3100 in 1958, it would have lost
98.8% of its purchasing power in 62 years.

15 ENAM Holdings Pvt. Ltd.
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Outdated “Forex Reserves” policy

As O 05/ /20 1l
leral Reserve Ban [~ EBBSTOTA  6351.419 £ 07/24/20 EUR/Billion

—Wktmb‘ « ihEdit - G 1152: Fed BS Europe: tral Ba &
[ 057200 20 X0 NCEN ocal CCv B g H-Hﬂﬂfﬂf— khoﬂs Edit - G 103: ECB Balance sheet

) 0D I &M Y WS e Dy & Labve

£ L

Fed Balance Sheet

ECB Balance sheet

/\\_\‘H
'06 '07 08 '09 '10 " , '13/'14|'15/"16 |17 1'18|'19 | '20

Source; Bleomberg

Trillions of USD, Euro, Yen are printed every few months in USA, Europe, Japan...
..and we hold it as Reserves allowing them to get away with this Ponzi scheme!!!
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Indians producers lack scale and branding

China world market share India world market share
50% - 46%
40% - 37% 377
30% -
20% -
]O% ] o
0.4% il Ei07%
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 w
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India vs China requires deep structural reform

e S -
R

Map of the World’'s Manufacturing Output

NORTH AMERICA
OCEANIA

: LATIN =t ™ - e
18% AMERICA e ot e . _
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ENAM
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Too many laws, officers & jammed courts.

India’s Compliance Universe

EHS

107 Acts Labour

2,922 Compliances 463 Acts

231 Filings 32,542 Compliances
3,048 Filings

Finance & Taxation

116 Acts
3,284 Compliances
990 Filings
Industry Specific
® 484 Acts
17,966 Compliances
General 1,262 Filings
109 Acts 9
2,065 Compliances
122 Filings
Commercial Secretarial
189 Acts L) 68 Acts
6,928 Compliances 3,526 Compliances
472 Filings 493 Filings

19
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Central °
>
INDIA’S COMPLIANCE ] ()
‘ L ]
Himachal Pradesh ®
UNIVERSE acw 18 eam ease I~
Compliances 901 % 7
Filings 84 Putting India to Work
Delhi
Acts 31 A —— Meghalaya
Compliances 1,584 — Bihar Acts 11
Filings 98 Acte 40 Comphances 536
Punjab Compliances 1,280 Filings 39
Acts 31 Uttarakhand Filings 84
Sx:w;hr:v;:acs 1427 écu ?4 sion Arunachal P
N ompliances 1,12
Haryana Filings 107 r"g“h Acts 27
Acts 45 o cts -
Cor\:phnnce'\ 1,850 Sikkim Complinndes 987 ::.:::.:.;‘c;a 1,830
Filings 205 Uttar Pradesh Acts 12 Filings 13 ;
Acts 50 Compliances 32(]
Compliances 2,271 Filings 21 Nagaland
i Filings 214 Acts 7
2:|a;;.han = Compliances 309
cts .
Compliances 1,743 Filings 27
Filings 220 .
i Manipur
Acts 7
Madhya Pradesh Compliances 243
Acts 34 Filings 19
Compliances 1,907
Filings 190 . ®— Mizoram
Gujarat Tripura Acts 10
: Acts 12 Comphances 633
é;ﬁ.ims 3,043 1 ™™ 2 Comphances 332 Filings 38
Filings 287 , A W Fings 30
West Bengal
Odisha Acts 28
Acts 25 Complionces 1,745
Maharashtra Compliances 1,012 Filings 159
Acts 67 Filings 122
Compliances 3,657 Chhattisgarh
Filings 215 A
cts 20
Compliances 1,436
Filings 265
Goa
Acts 24
Compliances 2,055
Filings 213 Telangana Jharkhand
1,536 677 859 Acts 29 Acts 28
Compliances 1,681 Compliances 1,234
ACTS Central States Karnataka Filings 129 Filings 116
Acts 37 2195 Andk a D A '™
. Pr
Filings 227 Acts 29
Compliances 1,510
69,233 25,537 | 43,696 Filings 126
COMPLIANCES Central States
Kerala
Acts 23
Compliances 1,296
Filings 14 <
6,618 | 2,282 | 4,336 o Tamil Nadu
e Acts 53
FILINGS Central States Ao
Filings 305
www.teamleasecompliance.com
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Improvement in EoDB not deep enough

Doing business in India has become easier

Ease of doing business scores (0 = the worst regulatory performance and 100 = the best)

2016 2019
80
60
40
20
0
Ease of doing Starting a Getting Getting Paying Trading Enforcing
business business electricity credit taxes across contracts
overall score borders

Source: World Bank
©FT

India has risen to 63" rank in Ease of Doing Business from below 150 when PM Modi took over... Aiming for under 50 next year

Source: World Bank, Financial Times

ENAM
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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

ENAM
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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
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Gol Budget: + 10 — 13 is not sustainable

e Revenues e Expenditures
Government Revenue (% of GDP) FY19 FY20 Government Expenditure (% of GDP) FY19 FY20
Taxes 12 12 Interest 3 3
Direct Taxes 6 7 Subsidies 2 2
Indirect Taxes 6 6 Defence 1 1
(Less) State Allocation -4 -4 Grants to States 2 2
Net Tax Revenue 8 8 Pensions 1 1
Non-Tax Revenue 1 1 Other 3 3
Disinvestment 1 1 Capital Expenditure 2 2
Total Revenue 9.8 9.9 Total Expenditure 13.2 13.3
(% of GDP) FY19 FY20
Gross Fiscal Deficit 34 34

India’s inability to widen the tax base and productively utilize/ monetize assets leaves little room
for much required infrastructure & defence capex and any fiscal stimulus.

Need of the hour — Monetization of Government Assets, Curbing Expenditure and encouraging a Pro-Growth
Investment Climate to encourage VELOCITY. Lower taxes, better infra and an easier compliance regime required.

Source: Enam Holdings Research m
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Taxes have gotten lopsided

How has the composition of India’s
revenue by Tax type changed?

1% - E

ating out, phone bills, hair cuts, etc Serv'
' ICe
- CUStoms Tax ™~ Taxesor Imports \Tax

27%

6%

Taxes on Manufacturing e

L X
e E*C\Se“a/\/_
aa\ \ncon‘\e Tax from Indian Citizens 27%
perso” _/_/\

Corporate Tax

18% from Company Profits

15%

28%

1999 2004 2009 2014 2020
oo e i
Manmohan - | Manmohan - |l

@india.in.pixels

Data Source: https://ti ia.indiati il /india il /budget/how-india-earns/budgeti ives/msid-67654848,i i rporate-tax-trend.cms
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Debt ratios for India are spoilt by Government

Data for 3Q 2017

Government Debt (% of GDP Data or 30 2017
(% ) Private Non-Financial Debt (% of GDP)

81

n 200

61 while Brazil & India have the highest government debt.. ) ) _

51 150 ...private non-financial leverage is among the least for them.

41 *indicates household and non-

31 100 financial corporate debt
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Source: Bloomberg, Bank of International Settlement (BIS), MOSL
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26 ENAM Holdings Pvt. Ltd.



Reality of life is not understood

27 ENAM Holdings Pvt. Ltd.




High taxes, weak INR, weak employment & profit
growth = disappointing consumer markets

AGR %
2000-10 2010-20

Air.Con = 0.5 mn Air.Con =2.5mn Air.Con = 6/18mn 17 22
Fridge =2 mn Fridge =5.5 mn Fridge = 12/25mn 11 16
Dig. Pay TV =0 DPTV =24 mn DPTV = 164/116m 48 17
Cars =0.7mn Cars =1.9mn Cars=3.5/12 mn 11 ig

Bikes = 3.7mn Bikes =9.4mn Bikes = 20/35 mn 0

90 2000
—— 7010 Mortgage* Mortgage Mortgage 26 22
2020 US$ 9 bn US$ 88 bn SS$ 240/646 b

60

HH (%)

HH’s earning above X280K
will rise from X28mn in
2010 to X66mn in 2020

30

0 40K 100K 200K 400K 750K 1250K 2500K
(Annual HH income in 000’ INR X)

Most segments should have grown 3-7x,
but due to inadequacy of key enablers, income levels have remained depressed and narrow.

Source: Enam Research m
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Corporate Profits have collapsed

Corporate Profit to Nominal GDP (%)

8.0
7.3
20 6.9
6.0 5.7 57
5.3 5.2 5.3
5.0 4.5
40 38 3.8
3.3
3.0 2.9 27 27 2.7
1. 2.0
2.0 ? 17 1.6
1.0
0.0
o — N (40} < o] 0 N o) o o — N ™ ~<r o] 0 N o0} o
o o o o o o o o o o — — — — — — — — — —
o o o o o o o o o o o o o o o o o o o o
N N N N N N N N N N N N N N N N N N N N

Source: CMIE PROWESS

Oppressive tax rates and stagnant purchasing power lead to a profit drought

ENAM
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Reflected in Narrow Markets: ~30 Cos = 51% of Market Cap

Company name (USD bn)
Sensex Index

Reliance Industries Ltd 157
Tata Consultancy Services Ld 111
HDFC Bank Ltd 79
Hindustan Unilever Ltd 68
Housing Development Finance Corp 44
Infosys Ltd 44
Bharti Airtel Ltd 42
Kotak Mahindra Bank Ltd 36
ITC Ltd 34
ICICI Bank Ltd 31
Maruti Suzuki India Ltd 24
Bajaj Finance Ltd 24
State Bank of India 22
Asian Paints Ltd 22
Nestle India Ltd 22
HCL Technologies Ltd 21
Avenue Supermarts Lid 20
Larsen & Toubro Ltd 18
Wipro Ltd 17
Axis Bank Ltd 16
HDFC Life Insurance Co Ltd 15
Sun Pharmaceutical Industries Ltd 15
UltraTech Cement Ltd 15
Oil & Natural Gas Corp Ltd 14
Bajaj Finserv Ltd 13
NTPC Ltd 13
Power Grid Corp of India Ltd 12
Titan Co Ltd 12

Source:-Axis-Capitat, Bloomberg,-Capitakine

30

Mcap Price (Rs)

CMP

36,021

1,788
2,199
1,074
2,172
1,886
763
581
1,354
207
361
5,933
2,932
185
1,696
16,690
579
2,289
945
225
429
572
477
3,886
82
6,150
94
178
1,003

Performance (%)
52wH 52wl FY21le

(15) 40
(1) 106 18
4) 46 23
(18) 45 17
(17) 31 51
(25) 28 27
(10) 49 18
5) 81 39
(22) 35 27
(27) 54 16
(35) 34 14
(23) 48 26
(40) 64 22
(51) 24 3
(1) 31 48
9) 50 62
7) 54 13
(11) 77 70
(41) 43 1
(21) 41 13
(47) 50 10
(11) 69 70
7) 51 20
(18) 33 26
(51) 59 3
(40) 54 18
(35) 28 3
(18) 37 7
(28) 39 47

ENAM ddaidings dutaa-td.

PE (x)
FY22e

PB (x)

FY21e

15 2.0
22 7.9
14 2.7
43 17.9
24 3.4
16 4.3
25 3.5
24 3.1
14 3.7
10 1.7
- 3.2
18 4.0
5 0.6
42 12.3
54 54.4
12 2.4
50 10.7
1.5

12 2.0
7 1.2
61 12.6
18 2.1
21 2.5
4 0.4
15 2.5
6 0.7
7 1.2
38 10.8

FY22e

1.8
7.6
2.3
18.5
2.9
4.0
3.1
2.9
3.4
1.5
3.4
0.6
10.9
44.0
2.1
8.4
1.9
1.0
10.9
1.9
2.3
0.4
2.2
0.7
1.2
8.6

ROE (%)
FY2le

11
36
16
57
13
25
10
12
24
13
13
20

8
27
98
19
17
14
15
13
18
11
10

16
12
17

FY22e

11
37
18
72
13
25
14
13
25
15

20
12
29
96
19
18

16
15
20
12
13

9
17
13
18
25



Big getting bigger, most getting squeezed out

India Inc. profit distribution. Only 19 > S 1 billion Top-5 companies have 80% of profit share
300 - Mcap FY20 - EBITDA? FY20 - PAT PAT pool of
(No of cos) (USD bn) (USD bn).  (USD bn) top-5 cos (%)
Oil & Gas 227 21.8 125 ] 81
IT - Services 232 15.2 110 ] 88
235 NBFC 204 NM 1010 B ] 56
Metals / Mining 58 13.6 72 ] 66
Banks 245 NM s9O M 150]
200 - FMCG 236 7.6 55 | 70
Power Utilities 49 13.7 45 ] 85
Pharmaceuticals 115 6.5 32 01 49
Cement 48 6.0 25 | 85
Auto 105 9.8 23 | 98
Engineering 55 5.8 YN 91
Chem & Fert 38 3.7 20 0 | 43
100 | joceem ‘ 91 89 Miscellaneous 36 3.6 1.7 1 33
H H Telecom 50 0.6 12 ] 100
: : Infrastructure 16 2.0 (A 94
i i 48 Rercu'l 49 1.6 o6 M| 93
H H Media 8 1.2 (XY 85
: ! Cons Durables 21 0.7 (FE 67
! ! Real Estate 15 1.2 04 B | 70
Pl ! Textiles 4 0.7 03 80
0 +1 ! Logistics 12 12 o %
> usb > USD: >USD >USD >USD <USD Loss Diversified 3 04 02 B 69
15bn Tbn | 500 mn 100 mn 50 mn 50 mn making Total 1,824 117 76 | 80

Source: Capitaline; Axis Capital

ENAM
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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

32
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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
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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”

ENAM

35 ENAM Holdings Pvt. Ltd. tspossve



“Nobody knows anything anymore”

© MAZK ANDEZSON W ACETTOONS COM

"Stocks rose slightly in early trading, then plummeted
on news that stocks rose slightly in early trading.”
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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
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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
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