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“VOLATILITY IS A SYMPTOM, THAT PEOPLE HAVE NO IDEA 
OF THE UNDERLYING VALUE” – JEREMY GRANTHAM

“WHEN A LONG TERM TREND LOSES ITS MOMENTUM, 
THE SHORT-TERM VOLATILITY TENDS TO RISE. IT IS EASY 
TO SEE WHY IT SHOULD BE SO; THE TREND FOLLOWING 
CROWD IS DISORIENTED.” – GEORGE SOROS
Despite the tumultuous volatility in May, Ambit 365's unique strategies for managing such situations came
through, leading to a strong gain of 2.85% (pre-fees and taxes). This propelled our year-to-date returns to
10.7% and returns since inception (6th Oct ’23) to 15.0%. Our Nifty’s rule-based system, specifically
designed to capitalize on such scenarios, demonstrated its value, contributing to about 60% of the month’s
returns. A notable milestone of the month was the profitability of all our books – long stocks, short stocks,
long nifty, and short nifty, further reinforcing the strength of our strategies.

Significantly, two highly respected figures in the investment world—Grantham and Soros—share a
common perspective on market volatility. When a surge in trading activity coincides with high volatility, it
indicates that the market is in a state of flux. The daily cash market turnover over the election week reached
a peak of Rs. 2.15trn, 1.9x the average run rate of the last few months (please refer to the chart
below). These challenge existing beliefs and suggest a shift in market sentiment.

Chart 1: Daily Cash market turnover rising
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The Sine curve is in the introspection stage, questioning the sustainability of existing trends. While we
don't have definitive answers, there could be a smaller counter-cycle within the larger one. The recent
Union general election results, where the Modi-led NDA will form the government for the third time but
with a weaker and fractured verdict, is a clear indication from the electorate that some changes are
necessary. Since our inception, Ambit365 has maintained a long stance on capex/PSUs and a short stance
on consumption/ techs. We are now considering if our curve is rotating. In this newsletter, we discuss the
three strong trends that have been in place that could see a reversal.

Source: SEBI
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THE PSU UPTREND
PSU resurgence and the broader disbelief in it—has been a strong three-year trend. The BSE PSU
index bottomed out at near bankruptcy valuations of 0.7x P/B in 2019-20 and has since surged to 2.4x.
While still lower than the previous cycle peak in Jan '10, this is now at a 13-year high. The Sine Curve has
been a believer in the longer-term PSU upcycle, but it could be time for a pause, even if temporary, here.

Chart 2: BSE PSU P/BV valuations at 13-year high

THE IT DOWNTREND
IT sector growth has been decelerating over the last two years. Until a few months ago, analysts were
confident of a revival in FY25, which has been pushed back to the end of FY25 or FY26 after the March
quarter results. The US economy has been resilient. Even so, extreme capitalist US companies often claw
back discretionary expenditure, even on fears or analysts' forecasts of a slowdown. However, there has
been a gradual shift in the macro trends. US PMI has turned up. While it started with manufacturing, now
services PMI is also showing a clear turn. This, if sustained, can change the expenditure sentiment. The
NSEIT index shows strong signs of making a bottom near its key support areas (please see chart 4).
Valuations are now at a five-year average, down 25% from the peak, and the sector is under-owned.

Chart 3: US Services PMI has a high correlation with NSE IT Index

Source: Bloomberg

Source: Bloomberg
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Questioning the three trends



RURAL WEAKNESS
Rural demand has been the weakest spot in the economy. Many analysts attribute the BJP's weaker-than-expected
performance in the recently concluded general elections to rural stress, raising expectations of some targeted
spending programs by the government. The government has been reducing revenue expenditures to support
the infrastructure capex (please see chart). While this is a welcome longer-term trend, it is possible that the
needle swung a bit to the extreme, and some restoration of balance is needed.

Chart 4: Nifty IT Index taking support on the upward-sloping trend line

Source: Bloomberg
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Chart 5: Revex to GDP ratio decelerating Chart 6: FMCG cos volume growth bottoming
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OUTLOOK: THE ONLY CERTAINTY IS THAT 
UNCERTAINTY HAS RISEN
Our fabulous performance in May was due to the continuation of the old trends. The top performers in the
long book were power and defense- Siemens, ABB, HAL, and BEL; and the top performers in the short
book were consumer and IT names. While we have been thinking about some rotation and entered June
lightly positioned, we are bound to get some pain on the chin when the trend change kicks in.
Therefore, we expect to keep the exposure levels low to manage this volatility while assessing and
building confidence that the status quo is changing. More on this in the next newsletter. Meanwhile, it is
appropriate to close this ‘introspection’ with a quote from another legendary investor- Howard
Marks – “You can’t predict the future, but you can prepare for it.” We are preparing for the
possible winds of change.
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For other queries, please contact:
Umang Shah - Phone: +91 22 6623 3281, Email - AmbitIM@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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