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SANTA RALLY!

While the markets have seen a strong Santa rally in the past, December 2023 stood out in terms of strength
of participation. Average Daily turnover was 50% higher than in November, and double that of December
2022. It was a solid month for IPOs- 12 IPOs raised Rs8932cr this month, compared to the Rs4120cr
monthly average for 2023. 4 IPOs opened during the ‘lean period’ of Dec26-31, and were hugely
successful. The key driver of this market has been retail investors- retail has become the price-setter and
institutions are pricetakers. Nifty rallied 7.9% this month. While the rally was broad-based, the most
conspicuous part of the move was the revival in bank stocks. Bank Nifty was up 8.6% in December, which
accounted for more than two-hirds of the sector’s 13.5% move in 2023. HDFC Bank (+10%) is coming out
of a 3-year consolidation and SBI (+14%) is coming out of a one-year sideways consolidation.

Ambit 365 made 3.8% in December. In our last newsletter- we observed that shorts were just not working
during rallies. All macro risks are now back-ended. Our net stock exposure till about the 20th of the month
was ~25%. This worked well for the book. Post 20th, we preferred to reduce the longs, to protect the gains
and risk into the year-end. Long book atfribution this month was a strong 4.4%, with an average weight of
44% during the month. Ambit365 generated most of its alpha from PSU names- NTPC, BHEL, HAL, PNB,
BEL & REC/PFC. Energy, Defence, and convergence of PSU banks with the private banks in operating
metrics and valuations are still the running themes. PSU entities have become institutional, reflected in their
execution & performance which is largely dependent on political stability, reforms & governance. A few
of these are discussed in more detail in this newsletter. Nifty also worked well for us this month

FLOWS & THEMES - 2023 RECAP

While most of the sectors ended in green this year, 3 themes stood out. —Strong performance PSUs (BSE
PSU index up 61%; Energy and Defence led the pack), Mid and small-caps (up 47% and 57% respectively:
64%+ most of this year’s inflows into domestic funds are in mid and small-cap funds), and the stark
underperformance of banks. This year’s 20% gain in the nifty was driven by both FIl and DIl inflows — of

$20bn and $24bn respectively. Supply of paper responded well to this demand surge - fotal paper supply
this year was ~S35bn - $21bn of promoter and private equity block sales, S7bn IPOs, and a similar amount
raised by QIPs. Hence net institutional funds flow in the market was ~$9bn. Paper supply momentum is
likely to continue into 2024- it is now like a high-speed treadmill. Markets will need incremental flows of

$40-50bn/ year to sustain the momentum.

Strong November and December rallies were underpinned by a) Expectations that the US Fed will start
cutting rates from 2Q2024, b) strong earnings performance (nifty earnings growth in H1is 35% y/y), and
c) good performance of the BJP at state elections. As we are about to start the January results season most
watched metric will be a) the sales growth pick up (1H sales growth has been weak at 4.2%), and b) how
much the US economy slowdown (we can't have a steep rate cuts without a slowing economy). For a long
time, we have not heard the term ‘risk-off’, we may hear more of it during this year. RBI suddenly seems
worried about the rampant retail credit growth & gap between credit growth & deposit growth - especially
unsecured personal credit growth and has taken measures to increase risk weights on unsecured credit
and asked banks to keep credit deposit ratio <80%, and increase the CET-1 ratio for 2 domestically
important large banks. This with tighter liquidity conditions (consecutive deficit for 4 months) can slow
down credit offtake as well.
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PSUs — CONVERGING METRICS

Sine Curve 1: Upturn in Power Sector

The power sector is a beneficiary of macro changes and a favourable policy environment — a) Reforms in
the DISCOMs sector aiding financial discipline; b) High capex phase — 80GW of the new thermal
pipeline leading to power capex at 9% CAGR where BHEL & NTPC to be the biggest beneficiary; c)
Energy Transition — Renewable mix is estimated to improve from 26% in FY23 to 50% in FY30; d)
Financiers - Demand for Rs10trn of additional funds will drive growth and DISCOM reforms should keep
slippages and under control and e) Financials - PAT-CAGR improving from mid-single digit over FY13-23
to low double-digit over FY23-27E.

Peak Power growth (%) —NTPC _,,,.-»/""

150 W ............................................................... 15.0
100 - 5.0
s [ 50
0 T T T T T T T -10.0
o o G R, e, TS, S SRt G S S GRS
(5 S R | SR, | O T 5 ST, K T | S v SN VAN AR . - S, - S, Y - ¢ N, < T 1
A AR L ™ I AR AR R AT L

Source: CEA, Govt of India & Bloomberg

Sine Curve 2: PNB'’s Asset Quality Improvement

PNB is expected to see sharp asset quality improvement from 8.7% in FY23 to 3.6% in FY26E driven by
higher recoveries & lower slippages. RoA is estimated to improve from 0.2% in FY23 to 0.8% in FY26E
(Bloomberg consensus estimates).
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The underlying earning quality for PSBs has improved significantly & 1% RoA which was aspirational
is turning info more of a reality. The sustainable earnings growth is driving valuations re-rating as seen in
the other sectors.

There is little to differentiate between banks on growth now; growth across banks is estimated in the 14-16%
range for FY25. Deposits growth (a key variable for margins, as the CD ratios are running high) is seeing
divergent performance. PSBs are better placed — as the CD ratios are lower than the private banks. Hence,
PSBs are expected to see lesser margin compression compared to private banks.
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OUTLOOK

We entered January with a cautious positioning. Nifty has had a record 8th consecutive year of positive
returns. The last best was 6 consecutive years over 2002-07. We have built short positions in [T, reflecting
our view that the US economy slowdown would stall the much-awaited pick-up in growth. We are long PSU
banks and short private banks — PSU bank's CD ratios are well under the red line, and the exposure to
unsecured credit is also lower. PSU-Private banks valuation convergence should continue. We continue to
maintain a positive stance on energy and defence. In January we started building positions in pharma - on
a strong US generics outlook, and plan to ramp it further as we go along.



AMBIT 365 - MONTHLY NEWSLETTER - JANUARY 2024

For other queries, please contact:

Rahul Maheshwary - Phone: +919920139053 , Email - rahul. maheshwary@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-lll 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 sirictly 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 fo 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 affainability 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 fake into consideration all the risk factors including financial conditions, risk-return profile, tax consequences, efc.
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,
seftlement 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 defailed PPM including the Risk Factors
and consult their fax 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 contfact your Relationship Manager for any queries.



