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RISK IS NOW PUSHED INTO THE FUTURE

The narrative in November changed very quickly from rising bond yields in the USA to expectations of
sharp rate cuts starting maybe as early as March 2024 next year. While the yield curves are forecasting
100-125bps of rate cuts in the USA in 2024, few of the global strategists are forecasting 250bps of rate
cuts. Also, the US recession probability Index has dropped from 56% in the Oct month to 46.1%. As we
mentioned in the last newsletter, as of now, interest rates and yields are the primary market drivers- and
hence weak economic indicators are good news! US 10-year yields dropped from the peak of 5% to 4.3%,
driving the best-ever month (8.9%) for the S&P500 in the last 12 months. Flls turned buyers after 2 months
of net selling- pumping $1.2bn+, driving Nifty up 5.5%.

We entered the month with cautious stance as we weighed the various risks in the market- US bond yields,
the upcoming state elections in India, and the weakening top-line growth for Nifty in Q2 earning season
shall hurt us during the month. While the long book did well for us - making 2.7% to the portfolio, despite
the fact that the whole month we ran the book at >10% net long, short book offset the returns, losing 2.3%.
Typically Nifty would have offset and made us some gains- but the volatility around Diwali- we got a few
short triggers near very crucial resistance levels of 19300-500, and the short nifty book also hurt the
performance. Ambit 365 lost 0.2% for the month.

The best part about the market expectations that the rate cuts will start from the March—May period of 2024
is that the rate risk is now postponed to at least that time period. Also, as we go info print, the strong
performance of the BJP in the state elections now postpones the political risk- also to May 2024, when the
central elections are due. The recent state election win provides political stability plus lowers the fear of
fiscal populism. Also, we expect RBI to maintain status quo in the upcoming MPC Meet in December.
December and March quarter results will be closely watched though. During Q2, there was clear
dispersion with Nifty50 between sales growth (4%) & PAT growth (16%) where earnings growth primarily
driven by rising margins & lower credit cost and not supported by revenue growth.

Table 1: Nifty Sales growth vs. PAT growth
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The margin expansion has been driven by a sharp fall in wholesale price inflation (WPI). Just 5 quarters
ago, WPI had run hard and made a peak of 15.9%. More importantly, the WPl was ahead of CPI by
+8.8%, implying that while the input cost for businesses has been rising, they were not able to pass it on
to the consumers, resulting into gross margins contraction. The same has been reversed as WPI is into
negative territory. We illustrate this- by taking the largest FMCG Company — Hindustan Unilever- as an
example, where the swing clearly shows.
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Table 2: WPI-CPI Spread vs. HUL's Gross Margin trend
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Source: CEIC & Company’s data

BIGGER TREND: PREMIUMIZATION VS. MASS

Our economy continues to move on two different tracks. While the premium end of the products is
seeing good demand growth (Premium Home sales, cars above Rs30lakhs, diamond jewellery, appar-
els), for mass products demand growth is still tepid (FMCG, lower-end consumer durables, innerwear).
Typically, slow-growing companies should have formed good shorts- but the rising tide has been strong
enough to lift all boats. Also, there is a hope that rural and low-ticket urban demand may revive in the
March quarter. Hence this risk (of disappointment) is also postponed to at least March.

Table 3: Premiumization vs. Mass consumption trends

Premiumization Mass

Consumption

Titan: Jewellery gg at 19% HUL: Sales gg at 4%

Trent: Sales gg at 10% Page Industries: Sales gg at -8%

Consumer Durables

Bluestar: Sales gg at 20% Orient Electric: Sales gg at 11%

Building Materials

Godrej Properties: Sales gg at 103% Asian Paints: Sales gg at 1%

:
o

Foo

Metro Shoes: Sales gg at 14% Bata India: Sales gg at -1%

Automobiles

M&M: SUV volume gg at 26% Maruti: Compact volume gg -42%
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OUTLOOK

Don't fight a running train — corrective steps taken in our fund

Risks, as explained above will show up only by March- June period. Till then optimism can stay high. This
means that shorts - even in companies that are struggling to deliver growth may not work witnessed in
the month of November. We have moved our strategy to work with a very light short book for now, in
the region of 20-25% (the framework provides for a minimum of 20%), while staying fully invested in the
long book (50%). Hence, we will run our stock book in the ~20-25% net long. And we will use nifty in a
smaller sizing as the primary hedging tool if we see risk.

For January — info the earnings season- we may still get a few clear short opportunities from names that
would report disappointing earnings. We may nudge the short book up a little. But we will visit that next
month. For now- it seems like all risks are in the future, and this is indeed Christmas!
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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-Ill 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 fo 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 confain 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 fo 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 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,
sefflement 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 inferests 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 fax advisors, before making any investment decision/contribution to AIF. Capitalized terms used herein shall have the
meaning assigned fo 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.



