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“THE HISTORY OF MARKETS IS ONE OF OVERREACTION 
ON BOTH SIDES” - PETER BERNSTEIN. 

The June ‘Winds of Change’ impacted Ambit 365 adversely. The month's top performers were IT, private 
banks, and consumer companies, sectors we have been short on for the last eight months. The worst 
performers were industrials and PSUs, sectors in which we have been positive. While we recalibrated the 
long book quickly- and recovered well, the short book just kept hurting us through the month. We lost 2% 
in June; short book attribution was more than -3%. Since its inception (6th October '23), the NAV is up 
12.7%, and we are on track for our indicated annual performance.

In the last newsletter, ‘Winds of Change,’ we wrote about the possibility of cycle rotation and our 
introspection. While the real reasons for a cycle rotation may differ, we often need a catalyst. The 
weaker-than-expected performance of the ruling government in India in the June elections was a significant 
factor that forced people to think about whether the economy (and hence the stock performances) was 
becoming a little lopsided. The expectation that Government policies will try to address the weak rural and 
semi-urban demand issues is strong. The trigger also forced the market attention to relative valuations 
between the underperforming and the outperforming sectors. We believe there are solid arguments for 
mean-reversion here, and we will show a few charts in this note to support this.

We see three major trend reversals underway. 1. Rural demand/ FMCG upturn - growth is expected to 
improve to 8-10%, as indicated by companies, compared to 3-4% earlier. 2. The IT sector is bottoming 
out, as indicated by an uptick in net hiring numbers. 3. PSU Banks consolidation - after three years of 
outperformance over private banks- as the valuation gap has narrowed to - for example, HDFCB/SBI 
price-to-book ratio (TTM) has narrowed to 1.5x from 5x three years ago. 

Source: Company’s press release

Marico
The company expects consolidated revenue growth to trend 
upwards during the year, driven by an improving trajectory 

in domestic volume growth and higher realizations.  

Dabur The company expects mid to high single-digit volume growth 
and talked of improvement in rural demand trend.

GCPL India's business growth was broad-based, with 
volume growth in double-digits.  

Companies Management commentary for Q1FY25

“THE FACT IS THAT STRATEGIES WHICH PERFORM BADLY 
IN CERTAIN MARKET CONDITIONS CAN WORK 
SURPRISINGLY WELL IN OTHERS” - PETER BERNSTEIN. 



As per Kantar, rural staples volume growth of 5.8% in the March quarter exceeded the urban volume 
growth of 4.7% - for the first time in four quarters. Industry players expect the trend to gather pace.

The Sine curve of relative valuations: We present four interesting relative valuation charts to show how 
extreme these may have come, preparing a solid ground for mean reversion. We compare the PE ratio of 
three large-cap companies from the underperforming sectors with ABB. We chose ABB - as the most 
bullish representative of capex cycle optimism. a) HUL is the largest consumer company, and the volume 
growth deceleration has been the sharpest. Volume growth has declined from 7% in Mar’19 to 2% in 
Mar’24. b) Infosys, which has been underperforming the Nifty and IT peers, and c) Dr Reddy’s - valuations 
have been under pressure despite a strong revival in US generics. Last, we compare the PB of HDFC Bank 
to SBI to illustrate how valuation convergence has occurred.
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Source: TCS, Infosys, HCL Tech & Wipro financials & Investec Research

Chart 1: IT companies’ net hiring trend is changing
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Chart 2: TTM P/BV (x) - HDFC Bank / SBI Chart 3: TTM P/E (x) - Infosys / ABB India
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Chart 4: TTM P/E (x) - HUL / ABB India Chart 5: TTM P/E (x) - Dr Reddy / ABB India

Dr Reddy to ABB IndiaHUL to ABB India

Source: Bloomberg

OUTLOOK: VALUATION SENSITIVE VS. VALUATION 
AGNOSTIC
Why now? Why has the market suddenly become valuation sensitive as compared to valuation agnostic? 
As Peter Bernstein said, markets over-exceed on both sides, and different strategies need a (sometimes just 
a little) environmental change. This is why rotation always needs a catalyst- a little shock. The election results 
can be that event that has shifted focus. This is what COVID-19 did on a much larger scale. PSUs- pre-Covid- 
were trading at low single-digit trailing PE and below book value for almost two years. In some ways, the 
government policies to address the COVID-19 impact were favorable to beaten-down capex, industrials, 
and PSUs, and the cycle rotated. The election results have shifted the focus to the margin of safety, which 
many out-of-favor sectors offer. 

Ambit 365 is now aligned with the changed winds. We are long FMCG (Nestle, thinking of adding more 
names), private banks (ICICI, we bought and booked profits in HDFC), IT services (Infosys, Techm, Wipro. 
We booked handsome gains in Persistent), and pharmaceuticals (Divis, Dr Reddy’s and Lupin). We have 
shorts on names with steep relative valuations, like ABB, BAF, and Titan. Whether this is just a 
mean-reversion rotation or something larger still needs to be considered. The rotation is underway- the Sine 
Curve is on the move!
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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-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.

AMBIT 365 · MONTHLY NEWSLETTER · JULY 2024


