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THE YEAR OF DEFENSIVES  
Our 5-year performance is still a meaningful alpha over broader benchmark, however the YTD 
performance may look concerning. We will address this and reiterate why our investment 
philosophy of “growth at right price” is still best suited for long term alpha creation for investors, 
amidst likelihood of short periods’ of underperformance.  
Indian Indices (%)                                             1 Year                               5 Years 
Nifty Index                                                           1.9                                        72.5 
BSE Auto                                                           21.2                                        21.1 
CSE Capital Goods                                          24.7                                        80.4 
Nifty Fin.Serv                                                     -1.4                                        77.6 
BSE Con.Discre                                                  5.5                                        48.4 
Nifty Cons.                                                        13.1                                        67.5 
BSE Oil & Gas                                                      7.4                                        17.4 
BSE Healthcare                                                 -4.4                                        67.8 
BSE FMCG                                                        15.2                                        55.1 
BSE Reality                                                      -12.4                                        47.4 
BSE PSU                                                            10.1                                          0.1 
BSE Metal                                                           -5.0                                        26.8 
INSE PSU Bank                                                20.0                                         -9.0 

The above table is the absolute performance of various sectoral indices in India over 1 year 
and 5 year period. The above data reflects that sector like Auto & PSU, which have been best 
performers in last 1-year, have struggled to create value from a long-term perspective given 
their cyclical and regulatory nature respectively. On the contrary, sectors like financial services 
index (dominated by private sector banks and NBFC) have suffered on 1-year performance but 
has still generated higher returns compared to Nifty 50 from a 5-year perspective. Even within 
consumption basket FMCG (defensive) did much better than consumer discretionary (growth) 
and within banks, PSU banks did well compared to private sector banks. Power Utilities have 
generated good returns over last 1 year, but underperformed during last 5-year returns. We 
don’t own any of these defensives/cyclicals in our portfolio either because of the weak long-
term growth or less than optimum ROCE.  
The market is making some structural assumptions on these stocks which we do not agree. 
The war induced energy crisis and subsequent performance of utilities in our opinion is cyclical 
and would be challenged once the base sets in. PSUs doing well in our opinion is getting played 
out as a deep value recovery story, while their return ratios except for selective ones are still 
far lower than optimum levels to invest or sustain growth. Importantly during global downturns 
which is seeing expected outperformance by low ROCE companies will be challenging to 
sustain. 
We also see a lot of sectoral rotation in the market due to nature of the money flowing and 
their investment horizon. During such period, growth oriented long-term investment approach 
takes a back seat temporarily. Given the continuous earnings growth, the valuations do turn 
favorable beyond a point for growth companies, which we are already witnessing now. 
A case in point is discussion we have on PSU and Private sector banks. While we agree that 
worst is behind for PSU banks and their deep valuation discount to Private sector banks, has 
created a case for outperformance in the short term, but the key profitability metrics ROA is 
still far lower than comfort levels. Most of the PSU banks generate <1% ROA (our BFSI holding 
have ~2% ROA) and leverage substantially more than 10.0x (our BFSI holding leverage <10.0x)) 
to generate high ROE. While this looks good, given current loan growth and low NPA on the 
old book, if economy slows down and credit costs increases in future, the ROA will see 
meaningful cuts and ROE would collapse, leading to low capital creation for growth. This is 
the reason we have always stayed away from low profitable highly leverage business models. 
Ability of these businesses to outperform in the long term despite economic downturns require 
a complete turnaround in operations which is far more difficult. It will be interesting too see 
how these companies perform once the base sets in next year.  
This is the same view, we carry on most of the Utilities and PSUs. Most of these companies 
generate ROCE substantially lower than cost of capital and to our base level of 15%; economic 
value creation will always be negative. Today given the nature of money chasing the markets, 
and their recovery from last 5 years downcycle, may lead to outperformance, but sustaining 
the same will be difficult given the cyclical nature of the variables which are driving this 
outperformance.  
In a nutshell, what we are saying is that our growth-oriented approach to investment has taken 
a back seat temporarily, but we are convinced about the superior growth in these companies 
despite economic slowdown compared to defensives and utilities. Given the time correction, 
some of these stocks are now trading at substantially lower than historical averages and look 
attractive given the earnings growth profile. After a long period of time, 1 year forward of our 
portfolio PE is at ~20x, which is equal to Nifty 50 index. Given the >20% growth expectation 
for our strategy compared to 10% for Nifty 50, we believe our growth stocks have turned value 
attractive now. We will discuss more about this in our subsequent note.  
Last 2 years, money chased Indian markets due to US Fed’s balance sheet expansion and in 
addition, due to China slowdown, India saw more flows in 2022. A lot of it can reverse over 
next 2 years, and therefore can change the basket of performers and underperformers. If you 
are with good business models at right valuations, then your worries will be the least as the 
global slowdown takes grip in 2023.  
On Gland Pharma 
Gland has corrected sharply in last few months, Why? – Gland has been under the scanner 
in the last few months for few reasons, i) supply issues of syringes and stoppers for their key 
products like enoxaparin and heparin, ii) sharp drop in growth of ROW markets, iii) higher than 
expected covid revenues in the base, iv) inconsistent guidance on growth and v) concerns of 
liquidity crisis at the parent level (Fosun international). 
Are concerns getting addressed? – I) Supply chain is slowly getting addressed for Enoxaparin 
and should see recovery from coming quarter, while Heparin issue might take longer to recover. 
Heparin volumes saw a sharp rise during covid, which is normalising now. II) Competitive 
intensity is rising in injectibles, but Gland is growing volumes by adding new partners which is 
visible in the capacity expansion. In majority of the base molecules, Gland and its partners 
have grown faster than the market in last 5 years which is a testament of the quality of their 
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partners and relationships. III) Owing to high growth in few molecules during covid, 
management guided for higher growth which was not achieved; with supply chain issue getting 
addressed, growth will improve in coming quarters, but given the uncertainty in global markets, 
management has not given any guidance. IV) The parent, Fosun international has debt of RMB 
260bn ($35bn) and is looking to reduce debt by selling stakes in their non-core entities. We 
believe a stake sale of Gland Pharma would be long term positive for the stock, but the near 
term might remain challenged 
Why we still like Gland Pharma – Gland's B2B business model is inherently more resilient and 
less exposed to execution and pricing risk. Gland's profit share is only 10% of revenues and 
market share erosion can be mitigated by adding partners. Further, we expect Gland to deliver 
15% growth on the back of new products in US along with supply chain challenges resuming 
in 2 quarters and growth potential in RoW market. As the costs ease out in couple of quarters, 
the steady state EBITDA margins will likely settle at 30%. However, while there is resilience, 
Gland is not immune to some fundamental dynamics of the generic market - competition, price 
erosion and the need to launch new products to sustain growth is essential. 
Valuations are now extremely attractive for a high growing business - Gland's B2B business 
model continues to offer relative protection from pricing erosion and from higher competition. 
We therefore believe they should trade at a premium to generic peers. At these levels, the stock 
is trading far cheaper at 18-19x FY25 EPS than many frontline Pharma companies. 
PORTFOLIO AND STOCK PERFORMANCE 
SELF has been at the receiving end, given the broad market rally across mid and small caps 
and sharp run up of value-based stocks. SELF gave negative 0.6% absolute decline vs Nifty 
Midcap at 2.5% mom. While we made Axis Bank our top weight, which helped this month, as 
Axis bank rose 24% in Oct’22 aided by a strong result and commentary. Driven by strong upturn 
in banking stocks, even city union bank was up 7% in this month. However, at the same time, 
on fears of liquidity crisis for NBFCs led to a sell off in NBFC names, which impacted stocks 
like Home First and Chola Finance in our portfolio which were down 17% and 3% during the 
month. On the expectation of a strong result on the ag chem side, PI industries did well 
reporting 8% gains in the month. A strong crude and a weak result by the largest paint 
company, led to some pressure on Berger paints as well which was down 5% during the month. 
KEY FEATURES 
• Bet on Sundaram's strength in the mid & small cap space; a differentiated yet 

concentrated portfolio positioned attractively along the cap curve. 
• Multi-sector portfolio. 
• Stocks with market cap less than Rs. 500 billion. 
• “EASE” portfolio 

i. Emerging leaders – clean and high quality promoters / management. 
ii. Asset light & High ROCE businesses are preferred. 
iii. Scalable companies: mid cap to large cap, small cap to mid cap transitioning 

companies. 
iv. Excellent cash conversion from operations. 

• Identify stocks that are in early stages of their business cycle and could emerge as 
tomorrow’s large caps.  

• India 2025 - Themes 
• Capex Maestros 
• Phygital Bluechips 
• Consumption Czars 
• Export Voyagers
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PERFORMANCE MEASURES –  
SINCE INCEPTION
Instruments Strategy Benchmark 
Arithmetic Mean  17.4  12.7  
Annualised Standard Deviation  15.2  18.6  
Beta  0.7  -    
Sharpe Ratio  0.7  0.3  
Correlation  0.9  -    
Alpha  6.4  -    
Tracking Error  9.6  -    
Up capture Ratio  93.5  -    
Down capture Ratio  67.9  -        

Note: Numbers may not add up due to rounding

Note: Numbers may not add up due to rounding
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CALENDAR YEAR PERFORMANCE (%)
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2010 9.2 9.4 -0.2 

2011 -2.9 -31.0 28.1 

2012 28.7 39.2 -10.4 

2013 18.3 -5.1 23.4 

2014 69.9 55.9 14.0 

2015 3.4 6.5 -3.1 

2016 6.1 7.1 -1.0 

2017 41.8 47.3 -5.4 

2018 -11.6 -15.4 3.8 

2019 6.5 -4.3 10.9 

2020 31.4 21.9 9.6 

2021 46.3 46.1 0.3 

2022 YTD -4.3 3.3 -7.5 

Source: Inhouse computation
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Symbol Name Unit 
 Cost (`)

Unit 
Price (`)

Gain/Loss 
(%)

SRF Ltd 69 2,559 3,596

 
Uno Minda Limited 240 537 124

 
Bajaj Finserv Ltd 829 1,688 104

Axis Bank Ltd. 

Navin Fluorine International Ltd 

Berger Paints I Ltd 

City Union Bank Ltd 

AU Small Finance Bank Ltd 

TOP HOLDINGS
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DISCLAIMER
General Disclaimer: Performance and data is as October 31, 2022. Returns are on time weighted rate of return basis. All returns are in percentage. Performance 
disclosure is at aggregate portfolio level and the portfolio information (i.e. market cap, sector allocations, etc.) is at model client’s level. Securities investments 
are subject to market risks and there is no assurance or guarantee that the objective of the investments will be achieved. Past performance of the portfolio 
manager does not indicate its future performance. Performance related information provided herein is not verified by SEBI. 
Detailed Disclaimer: This document is issued by Sundaram Alternate Assets Limited registered with the Securities and Exchange Board of India. This document 
is produced for information purposes only and not a complete disclosure of every material fact and terms and conditions. It does not constitute a prospectus 
or disclosure document or an offer or solicitation to buy any securities or other investment. All opinions, figures, charts/graphs, estimates and data included in 
this document are as of October 31, 2022 and are subject to change without notice. It should not be construed as investment advice to any party. The statements 
contained herein may include statements of future expectations and other forward-looking statements that are based on our current views and assumptions 
and involve known and unknown risks and uncertainties that could cause actual results, performance or events to differ materially from those expressed or 
implied in such statements. Investors shall be fully responsible/ liable for any decision taken on the basis of this document. Clients under Portfolio Management 
Services are not being offered any guaranteed/assured returns. The name of the strategies do not in any manner indicate their prospects or return. The 
investments may not be suited to all categories of investors. The material is based upon information that we consider reliable, but we do not represent that it is 
accurate or complete, and it should not be relied upon as such. Neither Sundaram Alternate Assets Limited nor any person connected with it, accepts any liability, 
losses and/ or damages arising from the use of this material. The recipient of this material should rely on their investigations and take their own professional 
advice. Opinions, if any, expressed are our opinions as of the date of appearing on this material only. While we endeavour to update it on a reasonable basis 
there may be regulatory, compliance, or other reasons that prevent us from doing so. The Portfolio Manager is not responsible for any loss or shortfall resulting 
from the operation of the strategy. The recipient shall understand that the aforementioned statements cannot disclose all the risks and characteristics. The 
recipient is requested to take into consideration all the risk factors including their financial condition, suitability to risk-return, etc. As with any investment in 
securities, the value of the portfolio under management may fluctuate depending on the various factors and forces affecting the capital market. Disclosure 
Document shall be obtained and read carefully before executing the PMS agreement. For tax consequences, each investor is advised to consult his / her own 
professional tax advisor. This document is not for public distribution and has been furnished solely for information and must not be reproduced or redistributed 
to any other person. Persons into whose possession this document may come are required to observe these restrictions. Distribution Restrictions – 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. Direct On-Boarding of Clients: Client has an option for direct on-boarding without 
intermediation of persons engaged in distribution services. In this mode, client will be charged management fees and portfolio operating expenses. No other 
charges will be levied.

CUSTOMER SERVICES 

Reporting Statements and Servicing: Monthly performance Statements Transactions, Holding & Corporate action reports, Annual CA certified 
Statement of the account & Online access

@SundaramAlt @SundaramAlt  @sundaramalternates @Sundaram Alternates 

WHY SUNDARAM PMS 

— Strong Track Record 

— Low Churn  

— Time Tested Stock Selection Process 

— Reach Across Country  

— Transparency 

— Strict Adherence to Risk Guidelines 

— Shared Research Capabilities

3Q QUALITY APPROACH TO STOCK SELECTION 

— Quality Business 
Scalable, Growing, Reinvestment opportunities, Strong 
Moat 

— Quality Financials 
High ROIC, Excellent Cash Flows, Low DE 

— Quality Management 
Visionary, Problem solving


