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Return of the March Black-Swan!

In a globalized world such as the one we live in, it is very difficult for a nation to insulate itself completely from geopolitical and exogenous
events. This was witnessed during COVID — when nations were struggling to source essential medicine supplies — and post-COVID — when
supply chain bottlenecks impacted raw material prices for importers. The current Russia-Ukraine war is the third such instance in the last two
years. There will hardly be an economy which will not be facing any negative impact — directly or indirectly. The intensity and duration will
be the only variables. In this note we try to assess the impact on the Indian economy and on y(our) portfolio companies, and how
we see this as - another opportunity for long-term investors.

Exhibit 1: ~78% of BSE500 companies are down >20% from their 52W High while 60% are down between 20-40%
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Source: Bloomberg, Ambit Asset management, Last Price as of 7" Mar ‘22

Long term stability or agility in service?
What would you rather choose, when it comes to investing your hard-earned money?
With Ambit Asset Management, you won't have to.

While it uses its deep-dive research and disciplined approach to lend stability to your
portfolio, its strong digital outreach ensures an agile and transparent service.
The result?

Consistent growth with an always-available service.
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Impact may vary across Countries and Companies

1. European nations will be much more impacted — due to their trade ties and proximity with Russia. Some prominent European
countries rely heavily on Russia to meet their energy and commodity needs. Europe accounts for ~53%/43%/85% of Russian
Oil/LNG/Pipeline. This will further add to already rising high inflationary environment (Refer to Exhibit: 2). Moreover, the conflict
area is nuclear active and any mishap may pose an imminent risk, further spiking volatility.

Exhibit 2: EU inflation had been spiking even prior to Russia-Ukraine tussle
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2. Countries not involved directly — will have an impact which will be limited to commodity inflation especially those in which
Russia has a high export share (Refer to Exhibit: 3). This will add to inflation and interest rate concerns as central banks will have
to increase interest rates to combat an already spiking inflation

Exhibit 3: Russia is a major exporter of commodities (US$370bn in CY20) which has weighed heavily on these commodity price
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3. Indian Corporates are well insulated... in the longer run —

a. Indian Companies having high revenue exposure to Russia and Eastern European countries are expected to face
prolonged stress.

b. Those dependant on global trade (ex-Russia) are expected to witness near term margin compression due to high shipping
and input cost.

c.

Domestic focused and service oriented companies will be the least impacted with demand remaining infact.

Our coverage companies are relatively well insulated. Most of the companies that have any Russian revenue exposure is limited to 1%
of overall revenue — barring one coffee major — which has ~20% revenue exposure

Macro Impact on the Indian Economy

1. Trade Deficit may inch up — India — the 3 largest importer of Crude Oil — imports >80% of its total oil requirements.

In FYTD22 (Apr'21Jan’22), oil imports have risen to $125.5bn (FY21: $82.7bn) driven in part by economic recovery as
well as higher oil prices. It is expected that India’s trade deficit will inch up to $165bn. As per estimates, every 10%
increase in oil prices increases India’s Oil imports by $15bn or 0.4% of GDP. This will get reflected in higher current

account deficit. On the positive side, India also exports some refinery products & is likely to benefit from higher oil
prices.

Already rising inflation may take more time to cool off — Crude oil related products carry a weight of 7.3% in the WPI basket.
Hence, the direct impact of a 10% increase in oil prices is estimated to be ~0.7% on WPI. Adding the indirect impact, the overall
impact can be around 1% increase in WPI Inflation. The impact on CPI inflation will be both direct & indirect. Petrol & related
products have a weight of 2.4% in the CPI basket. The direct impact of 10% increase in oil prices is only 0.15%. Higher oil prices

will also feed into supply chains & push prices of other commodities & services upwards. The indirect impact of this pass-through is
likely to be ~0.25-0.35%.

Exhibit 4: India’s WPI Inflation has inched up sharply post COVID crossing the 10% threshold
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Source: Bloomberg, Ambit Asset management

Narrow Room for navigating fiscal roadmap — The government has assumed oil prices at $75/bbl in the FY23 budget.
Notably, the government lowered its subsidy bill for FY22 & FY23 significantly. Further, it must be noted that the government had
cut excise duty on petrol & diesel by Rs5/ltr & Rs10/ltr respectively in Nov '21. With the government walking on the narrow road of
fiscal consolidation & already elevated borrowing programme, the fiscal space for increase in subsidies or excise duty is limited.
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Exhibit 5: India has been able to cushion the impact of Macro volatility on the currency
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Source: Bloomberg, RBI, Ambit Asset Management

4. Postponement of LIC IPO — to FY23 may result in government missing their divestment target for FY22. This may lead to

increased Fiscal Deficit, which was earlier estimated at 6.3%. This can however be negated by increased tax collection and lower
Capex spend.

Why we believe that this is the right time to invest... for LONG TERM investors

1. India fastest growing economy in the world — Despite these macro headwinds, India remains on track to be the fastest growing

economy. Moreover, corporate earnings remain resilient, (>45% earnings growth for Nifty50 constituents in 9MFY22). This was

despite headwinds of COVID wave 2/3 and the ensuing lockdowns, sharp input cost inflation and supply chain bottlenecks — which
may in fact continue in the near term because of the on- going war.

Exhibit 6: After the recent correction, NIFTY is trading below its 10Yr avg 1Y Fwd PE valuations
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Source: Bloomberg, Ambit Asset Management
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2. K-Shaped recovery will further play — As we had highlighted in our FMD note in Sep-2020, we have seen the K-Shaped

recovery play out in 9MFY22 where leaders were able to absorb cost headwinds far better than unorganized / fragmented players.
This was visible in their quarterly results which showcased superior margins and growth profile.

Companies such as Asian Paints and Kajaria Ceramics, have been able to maintain margins and growth despite severe input cost
inflation, will be the eventual beneficiaries once the dust settles. While cost inflation will dent margins of most of these leaders as
well, we believe they will be far better placed to tackle the current challenges.

Exhibit 7: Asian Paints — the leader — has outperformed Berger Paints in Margins, even during these turbulent times. Same as Kajaria Cermaics which has
continuously maintained its superior margin profile over Somany
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3. Fll Selling / Increased Volatility — We have witnessed unprecedented Fll selling in FY22TD due to global macro-economic
factors — especially Fed rate hike — resulting in money flowing out of Emerging markets. This even led t0100% domestic focused or
services oriented businesses fo correct sharply. Moreover, the increased volatility is adding to those fears and this may continue
going forward as the war plays out. As a result, we see this as a good buying opportunity for fundamentally strong business for
LONG TERM investors, as no growth (earnings or M Cap) is linear.

Exhibit 8: The current Fll selling has been the sharpest since GFC in 2008-09
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Conclusion

Indian corporates will witness near term cost inflation which should normalize going ahead. All but one of our portfolio companies have
limited (<1%) to no revenue exposure to Russia. Markets have seen significantly higher volatility since the conflict began in February 2022,
and are likely to be this way as the events pertaining to the conflict play out. Moreover, the recent Fll selling — which was the heaviest since
GFC (Refer to Exhibit: 9) — has weighed on the markets. But India remains one of the fastest growing and most attractive EM, more so post
Russia’s exclusion from MSCI. A combination of the likely Interest Rate hike (Fed and other Central Banks), State Assembly
Election results and Russia-Ukraine conflict might result in increased near term volatility providing a great buying opportunity
for long-term investors.

Exhibit 9: Past 4 market corrections due to war indicate average market correction of -12% which lasted 20 days. Average market performance from trough in
1M/3M/6M is 18%/31%/33% respectively

No. of days of  Max correction due to

correction geo-political tension
i;j;'raq 49 10.1 10.6 15.7 47.0
Gulf War 3 8.1 24.3 39.8 2.0
Kargil War 10 9.2 22.4 42.5 48.3
9/11 attack 17 -19.5 16 24.4 36.0
Average 20 -11.7 18.3 30.6 33.3

Source: Exchange Data, Ambit Asset Management
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For any queries, please contact:
Umang Shah- Phone: +91 22 6623 3281, Email - aiapms@ambit.co

Ambit Investment Advisors Private Limited -
Ambit House, 449, Senapati Bapat Marg,
Lower Parel, Mumbai - 400 013

Risk Disclosure & Disclaimer

The performance of the Portfolio Manager has not been approved or recommended by SEBI nor SEBI certifies the accuracy or adequacy of the performance
related information contained therein.

Ambit Investment Advisors Private Limited (“Ambit”), is a registered Portfolio Manager with Securities and Exchange Board of India vide registration number
INPOO0005059.

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 or to enter into any Portfolio Management agreements. 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 fo 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, seftlement risks, economical risks, political risks, business risks, and financial
risks efc. 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 arrangements / 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 fo 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.
Investment in any product including mutual fund or in the product of third party service provider does not provide any assurance or guarantee that the
objectives of the product are specifically achieved. 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.

The product ‘Ambit Coffee Can Portfolio’ has been migrated from Ambit Capital Private Limited to Ambit Investments Advisors Private Limited.

Hence some of the information in this presentation may belong to the period when this product was managed by Ambit Capital Private Limited.

You may contact your Relationship Manager for any queries.

The performance data for coffee can product between 6th march 2017 - 19th June 2017 represents model portfolio returns. First client was

onboarded on 20th June 2017. The performance data for G&C product between 1st June 2016 to Ist April 2018 also includes returns for funds

managed for an advisory offshore client. Returns are calculated using TWRR method as prescribed under revised SEBI (Portfolio Managers)

Regulations, 2020
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