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Chart 1: Please note the China economic surprise index is decelerating, while USA is accelerating  

REALITY VS PERCEPTION! 
We wish to highlight 2 major global and 1 domestic factors in this month’s newsletter.
One – US economy is performing better than what most people expected it to do. China on the other 
hand has just not been able to recover despite government efforts- and may slip into deflation. India’s 
narrative is very strong- however, as usual, the earnings for the June quarter have trailed consensus.  Nifty 
over April – July is up 13.8% and the small-cap index is more enthusiastic at 30%. All these 3 factors 
actually pose a risk to the markets.

Stronger than expected US economy is driving the US yields up – now above the psychological barrier of 
4%. The yield curve, which was inverted has started to steep again, USD is on the rise, and INR is also 
testing the recent lows of ~Rs83/USD. All this may result in the unwinding of the USD carry trade. A 
deflationary China may get desperate - and this can result in the dumping of commodities and 
manufactured products - not good news for margins for many businesses. As per Bloomberg – Nifty 
earnings (49/50 has reported so far) have trailed estimates by 2.8% for 1Q FY24. Hence it appears that 
this year too, Nifty earnings growth would be in the low teens, rather than the 20% estimate which was 
expected a few months ago.

Source: Bloomberg. (Source: Citigroup) Index reflects how economic performance compares to analysts’ forecasts. When negative performance is generally 
worse than expected.  
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Citigroup Economic Surprise Index, 7-day rolling average
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Source: Bloomberg. (Source: China National Bureau of Statistics, compiled by Bloomberg) Index measures the difference between the nominal and real growth rate
of China’s GDP and serve as the broadest measure of price in the economy 
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Chart 3: Earnings surprise

Are we close to a cycle top? The volatility that we saw in July also supports the thesis. While the Nifty was 
up 2.9% in the month, stock/ sector rotation and Nifty movement were both very choppy. While we 
generated a decent return in the stock book, our Nifty positions got stopped out a few signs, and we got 
conflicting signals. We closed the month flat – which was a tad disappointing.

Chart 2: China runs the risk of slipping into deflation 
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Bucking a Global Trend
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Catalyst
i) Drug Shortages in the US market leading to lower pricing erosion (double-digit to mid-single digit) and 
resulting into improved revenue growth (companies reported mid-teen growth in the US market); 
ii) New launches in the speciality & complex generics and core molecule (gRevlimid) to provide stronger 
revenue visibility & portfolio consolidation by MNC companies; 
iii) Strong IPM growth consecutive four months, especially volume growth has picked up.  

Overall, most of the pharma companies’ valuations are discount to long-period average; Ambit 365 built 
positions in Dr Reddy’s and Sun Pharma during the June month.  

PORTFOLIO 
One key change we made in the long book this month is we built position towards utilities sector as we 
find sectors’ fundamentals turning around along with favourable risk-reward ratio. We completely exited 
Titan during the month as we found better opportunity with relatively lower risk towards Pharma & Utilities 
stocks. We played ABB as one of our core long for very long time & finally exited during the month as we 
found the risk-reward unfavourable plus parent order growth moderation from Indian subsidiary. We 
reduced our position towards Financials as we expect the margin moderation plus higher opex growth to 
moderate the earning growth going ahead.  
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PHARMA: THE CURVE IS TURNING 
Ambit 365 is trying to capture the acceleration momentum into pharma sector - where the curve is 
bottoming from the trough. Nifty Pharma / Nifty ration recently testes the 2000 (covid lows).

Chart 4: Pharma sector at the inflection point  

NSEPHRM Index (NSE Nifty Pharma Index) Relative to Nifty Monthly 09 JUL1993 - 02 JUL 2023
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Source: Bloomberg

Most of our short book is constructed of names where we see earnings risk, or relative slower earnings. 
During the month we build higher allocation towards banks & NBFCs as we started witnessing margin com-
pression plus cautious commentary towards consumer lending on account of rising competitive intensity 
& increasing asset quality trend. However, among the IT sector we witnessed higher miss for most of the 
companies on growth resulting into earnings & valuation de-rating, where we initiated short position
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One key change we made in the long book this month is we built position towards utilities sector as we 
find sectors’ fundamentals turning around along with favourable risk-reward ratio. We completely exited 
Titan during the month as we found better opportunity with relatively lower risk towards Pharma & Utilities 
stocks. We played ABB as one of our core long for very long time & finally exited during the month as we 
found the risk-reward unfavourable plus parent order growth moderation from Indian subsidiary. We 
reduced our position towards Financials as we expect the margin moderation plus higher opex growth to 
moderate the earning growth going ahead.  

PORTFOLIO EXPOSURE MOVEMENT
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Most of our short book is constructed of names where we see earnings risk, or relative slower earnings. 
During the month we build higher allocation towards banks & NBFCs as we started witnessing margin com-
pression plus cautious commentary towards consumer lending on account of rising competitive intensity 
& increasing asset quality trend. However, among the IT sector we witnessed higher miss for most of the 
companies on growth resulting into earnings & valuation de-rating, where we initiated short position

Top Long Performance  Top Short Performance
*For 31th July’2023 
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PERFORMANCE
Our portfolio delivered a return of 0.2% this month vs. 2.9% Nifty return. On the net stock book we 
delivered positive attribution of 80bps while Nifty we failed to play the rising trend & delivered negative 
80bps. 

Since, the start of the CY23, Ambit 365 has been able to deliver 4.5% on YTD basis vs. 11.7% for Nifty.

1MJuly’23 3M 6M CYTD SI

Serum 1
60 Cr

100 Cr 0.1%

0.2%

0.1%

0.2%

2.7%

3.1%

2.4%

4.5%

2.9%

4.9%

Serum 2
30Cr

50Cr 0.3%

0.5%

0.3%

0.5%

1.6%

2.7%

2.4%

4.1%

0.3%

0.5%

Prop book

AMBIT 365 · MONTHLY NEWSLETTER · AUGUST 2023



AMBIT 365 · MONTHLY NEWSLETTER · AUGUST 2023

For other queries, please contact:
Umang Shah - Phone: +91 22 6623 3281, Email - aiapms@ambit.co
Registered Address: Ambit Investment Managers Private Limited
Ambit House, 449 Senapati Bapat Marg, Lower Parel, Mumbai - 400 013
Corporate Address: Ambit Investment Managers Private Limited
2103/2104, 21st Floor, One Lodha Place, Senapati Bapat Marg, Lower Parel, Mumbai - 400 013

RISK DISCLOSURE & DISCLAIMER
“AMBIT 365” is a scheme of “Ambit Investment Managers Trust” registered with SEBI as a Category-III Alternative Investment Fund. Ambit 
Investment Managers Private Limited (Ambit) is the Investment Manager to the scheme. 

The purpose of this presentation is to provide general information of a product structure to prospective investors in a manner to assist 
them in understanding the product.This presentation / newsletter / report is strictly for information and illustrative purposes only and 
should not be considered to be an offer, or solicitation of an offer, to buy or sell any securities. This presentation / newsletter / report is 
prepared by Ambit strictly for the specified audience and is not intended for distribution to public and is not to be disseminated or 
circulated to any other party outside of the intended purpose. This presentation / newsletter / report may contain confidential or 
proprietary information and no part of this presentation / newsletter / report may be reproduced in any form without its prior written 
consent to Ambit. All opinions, figures, charts/graphs, estimates and data included in this presentation / newsletter / report is subject to 
change without notice. This document is not for public distribution and if you receive a copy of this presentation / newsletter / report 
and you are not the intended recipient, you should destroy this immediately. Any dissemination, copying or circulation of this 
communication in any form is strictly prohibited. This material should not be circulated in countries where restrictions exist on soliciting 
business from potential clients residing in such countries. Recipients of this material should inform themselves about and observe any such 
restrictions. Recipients shall be solely liable for any liability incurred by them in this regard and will indemnify Ambit for any liability it may 
incur in this respect. 

Neither Ambit nor any of their respective affiliates or representatives make any express or implied representation or warranty as to the 
adequacy or accuracy of the statistical data or factual statement concerning India or its economy or make any representation as to the 
accuracy, completeness,reasonableness or sufficiency of any of the information contained in the presentation / newsletter / report 
herein, or in the case of projections, as to their attainability or the accuracy or completeness of the assumptions from which they are 
derived, and it is expected each prospective investor will pursue its own independent due diligence. In preparing this presentation / 
newsletter / report, Ambit has relied upon and assumed, without independent verification, the accuracy and completeness of information 
available from public sources. Accordingly, neither Ambit nor any of its affiliates, shareholders, directors, employees, agents or advisors 
shall be liable for any loss or damage (direct or indirect) suffered as a result of reliance upon any statements contained in, or any omission 
from this presentation / newsletter / report and any such liability is expressly disclaimed. Further, the information contained in this 
presentation / newsletter / report has not been verified by SEBI. 

You are expected to take into consideration all the risk factors including financial conditions, risk-return profile, tax consequences, etc. 
You understand that the past performance or name of the portfolio or any similar product do not in any manner indicate surety of 
performance of such product or portfolio in future. You further understand that all such products are subject to various market risks, 
settlement risks, economical risks, political risks, business risks, and financial risks etc. and there is no assurance or guarantee that the 
objectives of any of the strategies of such product or portfolio will be achieved. You are expected to thoroughly go through the terms of 
the Private Placement Memorandum (PPM) / agreements and understand in detail the risk-return profile of any security or product of 
Ambit or any other service provider before making any investment. You should also take professional / legal / tax advice before making 
any decision of investing or disinvesting. The investment relating to any products of Ambit may not be suited to all categories of investors. 
Ambit or Ambit associates may have financial or other business interests that may adversely affect the objectivity of the views contained 
in this presentation / newsletter / report. 

Ambit does not guarantee the future performance or any level of performance relating to any products of Ambit or any other third party 
service provider. Ambit shall not be liable for any losses that you may suffer on account of any investment or disinvestment decision based 
on the communication or information or recommendation received from Ambit on any product. Further Ambit shall not be liable for any 
loss which may have arisen by wrong or misleading instructions given by you whether orally or in writing. The name of the product does 
not in any manner indicate their prospects or return. 

This presentation is qualified in its entirety by the Information Memorandum/PPM/Term Sheet/Contribution Agreement and other related 
documents, copies of which will be provided to prospective investors. All investors must read the detailed PPM including the Risk Factors 
and consult their tax advisors, before making any investment decision/contribution to AIF. Capitalized terms used herein shall have the 
meaning assigned to such terms in the PPM and other documents. 

Strictly confidential for private circulation only, not for public distribution. 

You may contact your Relationship Manager for any queries. 
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