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Dear Patron,

Gold Spot, Zandu, Krack Cream, Uncle Chips are some of
the brands that most of you would have heard of. These
were quite famous and still hold a place in consumer’s
mind. But over the years, these and many other well-known
brands like them, either disappeared or failed to scale up
beyond a certain threshold.
India is a unique, heterogeneous market where starting and
building a brand / franchise initially may not be a big
challenge, but scaling it up is not that easy. This is because
creating a successful consumer-centric business is a
combination of three things – (1) Distribution (2) Scale,
and (3) Branding. However, in the advent of e-commerce,
the industry landscape is changing and these barriers are
diminishing. As a result, franchises today are able to scale-
up faster compared to a decade back, provided they
Innovate, Brand and Position their franchise effectively.
Therefore, in this month’s newsletter, we thought of writing
on branding. We wanted to highlight a few key learning
from an interesting albeit less known book - How Brands
Grow authored by Byron Sharp.
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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.
Now, that’s what ‘acumen at work’ helps you achieve.

As swift as stable

NOVEMBER 2021
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HOW BRANDS GROW – BY BYRON SHARP

The book is a manifesto on evidence-based marketing, giving real life examples and anecdotes on what works in real life rather than theoretical
concepts. The Book also breaks lot of myths which are often regarded as conventional wisdom.

Exhibit 1: How Brands Grow: What marketers don’t know by Byron Sharp

Source: Cover copy. How Brands Grow, by Byron Sharp, Oxford University Press Australia & New Zealand

Seven Rules for Brand Growth
The Book also outlines 7 scientifically derived rules for brand growth that can be very useful –

1. Reach: Continuously reach all customers via effective communication and distribution

2. Be Easy to Buy: Communicate how the brand fits with the users and look out for emerging ‘reasons not to buy’

3. Get noticed: Grabbing Consumer attention and focusing on brand salience

4. Refresh and build memory structures: Understand existing memory structure of the consumer that make the brand easy to notice
and subsequently buy

5. Create and use distinctive brand assets: Using sensory cues to get noticed easily

6. Be consistent, yet fresh: Avoid unnecessary changes. A large part of the art of advertising is telling the same story but in an
innovative, new and entertaining way

7. Stay competitive: Don’t give consumers a reason not to buy!

Key points from the book that we found most interesting
1. Expanding Reach v/s Building Loyalty:
Sales volume of a particular product depends upon two main variables: (a)Reach – number of buyers targeted; and, (b)Loyalty – The
frequency of purchase

■ According to the author, the key difference between large and small brands is the focus on Reach rather than Loyalty. While larger brands
have slightly higher Loyalty than smaller brands, they enjoy much higher penetration.

■ The author argues that customer loyalty is largely a myth since consumer purchases are driven more by Habit rather than Commitment.
For eg: 72% of Coke drinkers in the UK also bought Pepsi.

Studies have shown that loyalty is directly related to lack of opportunity. Light buyers have less opportunity to be disloyal. Also, customers
shopping from stores with fewer brands (typically in rural areas) automatically have fewer choices / options and so they may appear more loyal.

All rights with respective owners
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Therefore, it makes more sense for brands to invest in finding innovative ways to reach customers than creating loyalty programs.
Brands should try to place their products in front of as many eyes as possible. We highlight an example of Asian Paints (APNT) –
one of our portfolio companies – that has been able to execute this strategy over the years (Refer to Exhibit: 2,3).

Exhibit 2: Asian Paints dealer network is 2x its nearest competitor and has 46%
of dealer share of top-5 players

Exhibit 3: APNT offers its products across multiple store formats, thus further
expanding reach

Source: Ambit Asset Management, Indigo Paints DRHP

Source: Ambit Asset Management, Indigo Paints DRHP

Source: Ambit Capital Research, Company

2. Marketing focus on ‘light’ buyers rather than ‘heavy’ buyers:

The typical thought process of companies is to segment the market and focus on ‘heavy buyers’ and as a result, they try to target marketing
efforts towards that user segment.

The Author highlights that for a specific product / brand, 20% of heaviest buyers contribute 50% of sales and 50% of light and middle buyers
as they account for 50% of sales. Therefore, companies cannot grow if they ignore these light and middle buyers as they account for 50% of
sales. Moreover, focus on ‘heavy buyers’ may not be that useful as they are already consuming at or near their full potential.

Mass marketing, which feels like a thing of the past, actually helps in recruiting light buyers, who become heavy overtime. Brands
that have been able to make it BIG have a universal appeal, and mass marketing with a reach-optimised single simple message,
works the best.

Recruiter Packs – Premiumization, affordability and flexibility: An interesting Case Study in Mass Marketing.

Indian FMCG companies have used ‘Recruiter Packs’ – small 2ml/5ml sachets/bottles often costing <Rs10 to reach out to ‘light buyers’. This
strategy has worked well especially in rural areas where consumers have aspirations but are not deep-pocketed. These recruiter packs serve two
purposes for companies – (1) Provide a cost effective product demo and expand Reach (Ref to Point 1: Reach v/s Loyalty) by recruiting new
‘light buyers’ without worrying about repeat purchases (2) Provide a good nudge for transitioning from ‘unbranded’ to ‘branded’ categories,
as seen in case of Cigarettes where smaller 64mm packs aided this shift.

Dealers ColourWorld Colour Idea AP Home
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Exhibit 4: A Coke buyer on average purchases 12 times annually But very
few customers buy 12 or more bottles. This is due to high contribution from
‘light’ customers

Exhibit 5: Some examples of Recruiter Packs by FMCG companies which cost Rs.2

Source: Ambit Asset Management, Kantar World Panel, UK 2005

Source: Ambit Asset Management, Google, FY21 Annual Report

Asian Paints Berger Paints Kansai Nerolac Akzo Nobel Indigo Paints
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3. Our customer v/s your customer – How significant is Brand Loyalty?

Brands believe that they appeal to a particular type of customer in terms of demographics, psychographics, attitudes, and media habits.
However, research shows that there is very little difference in the type of customer among competing brands in a similar category. For Eg,
Mercedes sells to the same customers as BMW or Audi does. Also, variations across brands are usually quite obvious, especially for luxury
brands that generally cater to more wealthy customers. This opens up growth opportunities as companies have a larger set of potential customers
and can also attract ‘loyal’ customers of other brands.

This counters Kotler's idea that individual brands sell to distinctly different segments of buyers. According to the Author, segmentation studies
exaggerate small differences and assumes that brands with different features would sell to very different people.

Busting the Brand Loyalty myth

■ Think about it – If brand loyalty was strong among consumers then what was the need for CONSISTENT product innovation? Apple, for
eg, – which has the highest brand loyalty globally – spends $18.8bn or Rs1.4 Lac Cr on R&D. This is equivalent to 7% of its 2020 Sales
and entire Market Cap of Tech Mahindra.

■ Another example is the entry of Pantanjali toothpaste which disrupted the market share of established players like Colgate

As e-commerce gains more traction, especially post-COVID, physical distribution will no longer be a barrier – both for consumers
and brands. Today, one can easily get a good quality Red Tape shoe in the hinterlands of UP/MP. Therefore, smaller brands that
are not that prominent today will be able to gain much better traction going ahead, while incumbents can easily lose their Brand
‘loyalty’. Hence constant innovation will be much more essential to maintain the Right-To-Win.

Toothpaste Market Share - India
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Exhibit 6: Samsung lost its leadership and market share to Chinese
manufacturers that offered better value proposition

Exhibit 7: Colgate & HUL – leading Toothpaste brands in India – saw their market
share decline post Patanjali’s entry

Source: Ambit Asset Management, counterpointresearch.com Source: Ambit Asset Management
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https://www.capillarytech.com/blog/capillary/best-global-brands-loyalty/
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4. Creating unique features v/s distinctive brand identity/positioning

Most of the marketing strategies are centred on creating a meaningful differentiation (uniqueness) in the consumer’s mind. However, the author
argues that most brands (of similar product category) have very little differentiation in terms of the product itself. According to the author, buyers
of the brand don’t often think that their brand is different or unique. While it may sound surprising, but choosing a brand is a trivial task for
customers. They usually don’t spend a lot of time comparing brands in a category.

The core purpose of branding is to easily identify the source of the product or service. Therefore, rather than creating unique product
differentiations, brand managers should strive to create distinctive brand recall through colors, logos, taglines, characters and celebrities. These
distinct assets are used on packaging, advertisements, in-store displays to build and reinforce consumer memory structures. Distinctiveness
makes it easy for customers to notice, recognize and buy the product. Also, to build these distinct assets, brand should consistently communicate
to consumers across media.

Some examples in Indian Consumer industry context where the advertising or branding of the product was not around any unique characteristics
of the product but rather distinct emotional connect that was created:

■ Surf – “Daag acche hai” tagline encouraging kids to play outdoor full-heartedly

■ Sundrop Oil – ‘Maa ke Haath ke Jalebi’ is what clicked with consumers rather than any cooking oil characteristics

■ Relaxo – Salman Khan walking the ramp with Relaxo chappal in its commercial. Again, no mention of any special product feature.

■ Ariel #ShareTheLoad – “Why is Laundry only a Mother’s Job” –linking this deep social message with the Brand Ariel.

Conclusion
Till now, creating a large consumer centric franchise in India, beyond a certain threshold, say Rs100Cr sales, was not that easy. While creating
Brand awareness may not have been a challenge, expanding Distribution and successful Scale-up, especially in a geographically diverse country
like India, was difficult.
But in the advent of Digital commerce, especially post COVID, these entry barriers are disappearing. Everything from Manufacturing to Supply
Chain and Logistics can now be outsourced, thus making it easier for newer brands to scale-up. As a result, proper product Branding and
positioning is of utmost importance for both new players, as well as incumbents. Focusing on (1) Customer Reach (2) Mass Marketing
Strategy (3) Brand Innovation (4) Creating a Distinct Brand image, are some key points for newer and existing brands to focus on.

https://www.youtube.com/watch?v=LZMvlrpVvUs
https://www.youtube.com/watch?v=wJukf4ifuKs
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AMBIT COFFEE CAN PORTFOLIO
At Coffee Can Portfolio, we do not attempt to time commodity/investment cycles or political outcomes andprefer resilient franchises in the retail
& consumption oriented sectors. The Coffee Can philosophy has unwavering commitment to companies that have consistently sustained their
competitive advantages in core businesses despite being faced by disruptions at regular intervals. As the industry evolves or is faced by
disruptions, these competitive advantages enable such companies to grow their market shares and deliver long-term earnings growth.

Exhibit 8: Ambit Coffee Can Portfolio point-to-point performance

Source: Ambit; Portfolio inception date is March 6, 2017; Returns as of 31st Oct, 2021; All returns are post fees and expenses; Returns above
1 year are annualized; Note: Returns prior to Apr’19 are returns of all the Pool accounts excluding non-aligned portfolio, and returns post Apr’19
is based on TWRR returns of all the pool accounts.

Exhibit 9: Ambit Coffee Can Portfolio calendar year performance

Source: Ambit; Portfolio inception date is March 6, 2017; Returns as of 31st Oct, 2021; Returns above
1 year are annualized; Note: Returns prior to Apr’19 are returns of all the Pool accounts excluding non-aligned portfolio, and returns post Apr’19
is based on TWRR returns of all the pool accounts.
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AMBIT GOOD & CLEAN MIDCAP PORTFOLIO
Ambit's Good & Clean strategy provides long-only equity exposure to Indian businesses that have an impeccable track record of clean
accounting, good governance, and efficient capital allocation. Ambit’s proprietary ‘forensic accounting’ framework helps weed out firms with
poor quality accounts, while our proprietary ‘greatness’ framework helps identify efficient capital allocators with a holistic approach for consistent
growth. Our focus has been to deliver superior risk-adjusted returns with as much focus on lower portfolio drawdown as on return generation.
Some salient features of the Good & Clean strategy are as follows: Process-oriented approach to investing: Typically starting at the largest 500
Indian companies, Ambit's proprietary frameworks for assessing accounting quality and efficacy of capital allocation help

Exhibit 10: Ambit Good & Clean Midcap Portfolio point-to-point performance

Exhibit 11: Ambit Good & Clean Midcap Portfolio calendar year performance

Source: Ambit; Portfolio inception date is March 12, 2015; Returns as of 31st Oct, 2021, All returns above 1 year are annualized. Returns are net of all fees and
expenses

Source: Ambit; Portfolio inception date is March 12, 2015; Returns as of 31st Oct, 2021. Returns are net of all fees and
expenses
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AMBIT EMERGING GIANTS
Smallcaps with secular growth, superior return ratios and no leverage Ambit's Emerging Giants portfolio aims to invest in small-cap companies
with market-dominating franchises and a track record of clean accounting, governance and capital allocation. The fund typically invests in
companies with market caps less than Rs. 4,000cr. These companies have excellent financial track records, superior underlying fundamentals
(high RoCE, low debt) and ability to deliver healthy earnings growth over long periods of time. However, given their smaller sizes these
companies are not well discovered, owing to lower

Exhibit 12: Ambit Emerging Giants Portfolio point-to-point performance

Exhibit 13: Ambit Emerging Giants Portfolio calendar year performance

Source: Ambit; Portfolio inception date is December 1, 2017; Returns as of 31st Oct, 2021. Returns are net of all fees and expenses

Source: Ambit; Portfolio inception date is December 1, 2017; Returns as of 31st Oct, 2021; All returns above 1 year are annualized. Returns
are net of all fees and expenses
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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
INP000005059.
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 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 materi-
al 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 indem-
nify 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 complete-
ness 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 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
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. 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 communi-
cation 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 onboarded on 20th June
2017. The performance data for G&C product between 1st june 2016 to 1st april 2018 also includes returns for funds managed for an advisory offshore client.Re-
turns are calculated using TWRR method as prescribed under revised SEBI (Portfolio Managers) Regulations, 2020.


