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Minimise downside to Maximise upside 

 

Dear Patron, 

 

It has been refreshing to see how companies have performed during the 4
th

 quarter of 

the year. While it was the general feeling that covid was behind us, there came along 

a 2
nd

 wave which caught most of us unaware. While equities have continued to 

perform as an asset class, the important thing remains to minimise downsides while 

maximising upside (in that order).Keeping this in mind the focus now is more on what 

lies ahead for companies which would, needless to say, go through one or more 

rounds of such disruption.  

 

The approach that makes most sense to us (now) involves continuing meaningful asset 

allocation geared towards equities in order to protect (inflation, lack of alternatives) 

and grow capital. Further within our allocation to equities what remains of utmost 

importance is:(1) Our respect for history in times of disruptions (like covid or others) 

(2)Focus on creating resilient portfolios by Construction+Composition and (3)Thinking 

Long term which helps deliver sustainable returns.  

 

Good 4 Q Results: High expectations met! 

 

Exhibit 1: Healthy growth in Revenue and EBITDA across portfolios in the aftermath of Covid 19 

  Net Sales YoY%  EBITDA YoY%  PAT YoY% 

 Q4FY20 Q3FY21 Q4FY21 
Q4FY21* 

(Adjusted) 
Q4FY20 Q3FY21 Q4FY21 

Q4FY21* 

(Adjusted) 
Q4FY20 Q3FY21 Q4FY21 

Q4FY21* 

(Adjusted) 

Coffee Can PMS             

Weighted avg -3% 12% 32% 30% -2% 30% 29% 52% -11% 33% 12% 31% 

Median 0% 14% 25% 28% 4% 20% 26% 42% -1% 19% 52% 39% 

Nifty -2% -6% 14% 12% -12% 8% 38% 21% -16% 11% 51% 28% 

Good & Clean PMS             

Weighted avg -2% 9% 14% 17% -6% 30% 31% 30% -10% 34% 125% 63% 

Median -2% 11% 13% 17% -1% 41% 23% 27% -11% 7% 46% 54% 

Nifty Midcap 100 -1% 5% 3% 2% -27% 24% 84% 34% -6% 27% 41% 33% 

Ambit Emerging Giants PMS             

Weighted avg -6% 6% 20% 13% 6% 21% 28% 42% 13% 12% 39% 58% 

Median -6% 4% 26% 16% 5% 6% 17% 0% -9% 9% 37% 34% 

BSE smallcap -2% 4% 13% 11% -48% 47% 184% 49% -11% 27% 36% 21% 

Source: Ambit Asset management, Indices data is taken from Bloomberg, *Q4FY21 adjusted numbers show absolute growth over base of Q4FY19 instead of 

Q4FY20 which was impacted due to covid led disruptions as a comparison point, Note: Results of 3 G&C portfolio companies and 1 EG portfolio company is 

pending as on date of publishing 

 

 

Exhibit 2: Ambit Coffee Can returns 

vs Index 

 

Source: Ambit Asset management 

Exhibit 3: Ambit G&C returns vs 

Index  

 
Source: Ambit Asset management 

Exhibit 4: Ambit EG returns vs 

Index 

 

Source: Ambit Asset management 
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The key to staying Disruption proof 

 

1. Learning from history: Economic recovery follows 

every time!  

 

A. Instances of Non-Economic Disruptions 

 
Exhibit 5: We have seen many non-economic disruptions with large impact affect us 

historically; interestingly impacts have been short lived followed by sharp recovery 

  Spanish Flu World War II Swine Flu COVID 

Time Period 1918-20 1939-45 2009-10 2019 till date 

Countries 
India, Kenya, US, 

Europe 
30 Countries US, Mexico, Canada  US,India, Brazil  

Deaths 40mn  70mn 0.3mn 3.6mn 

Global GDP Impact -6% 

Germany Industrial 

output was down by 

20% 

-1% -4.50% 

India GDP Impact  -12.8% in 1918 

India's per capita GDP 

declined by 9.9% from 

1940-47 

Grew 3.1% in 2009  -7.5% in FY21 

Economic Recovery  

(US Real GDP 

Growth) 

a) 1922: 6% 

b) 1923: 13% 

c) 1924: 4% 

Germany's IIP by 

1958 was 4x higher 

than by decade  

earlier 

a) 2010: 2.6% 

b) 2011: 1.6% 

c) 2012: 2.2% 

a) Q1CY21: 6.4% 

b) Q4CY20: 4.3% 

Source: Ambit Asset Management 

 
Exhibit 6: The bounce back post the event and even 

during those periods seemed unbelievable but were a 

reality 

 

Source: Ambit Asset Management, Bloomberg 

 Exhibit 7: This is something we are all now familiar with 

given the recent run up in the markets coinciding with the 

biggest disruption this century has seen 

 

Source: Ambit Asset Management, Bloomberg 

 

B. Instances of Economic Disruptions 

 
Exhibit 8: Asia has grown sharply since the Asian crisis and India/US have recovered 

sharply both during and after the 2008 GFC 

Financial Crisis Asian Currency Crisis Dotcom Bust GFC 

Time Period 1997-98 2000-02 2008-09 

Economic 

Impact 

From 1996 to 1997, the 

nominal GDP per capita 

dropped in  

a) Indonesia (43.2%), 

b) Thailand (21.2%),  

c) Malaysia (19%),  

d) South Korea (18.5%)  

e) Philippines (12.5%) 

  

In US, from end of 2007 to 

Mar'09,  

a) Real GDP declined by 4.3% 

b) Unemployment increased 

from 5% to 10% 

c) Housing prices fell 32% 

Economic 

Recovery 

GFP of EM in East Asia & 

Pacific grew 10% in 2000 & 

10.2% in 2001 

US Real GDP grew by 

a) 2003: 2.9% 

b) 2004: 3.8% 

c) 2005: 3.5% 

US Real GDP grew by 

a) 2010: 2.6% 

b) 2011: 1.6% 

c) 2012: 2.2% 

 
Source: Ambit Asset Management, source 
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Exhibit 9: Looking beyond the times of crises, sharp and 

long term recovery trends are not unusual 

 

Source: Ambit Asset Management, Bloomberg 

  

Exhibit 10: Post GFC, the next 3 yrs were some of the most  

rewarding years for Investors 

 

Source: Ambit Asset Management, Bloomberg 

 

2. Create resilient portfolios: Construction+Composition 

 
Exhibit 11: The focus on Formalization + Earning growth performance to ensure return 

maximization and strong Balance sheet + Management to ensure downside protection 

 

Source: Ambit Asset Management 

 

Exhibit 12: Selecting the right companies which deliver earnings consistently are likely 

to deliver maximum returns (Below is an analysis of our portfolio companies) and 

move up the ranks over the years while creating wealth for investors 

 

Source: Ambit Asset Management 

150

250

350

450

550

650

750

S
e
p
/
1
9

9

7

F
e
b
/
1

9
9

8

J
u
l/

1
9
9

8

D
e
c
/
1
9
9

8

M
a
y
/
1

9

9
9

O
c
t
/
1

9
9

9

Jakarta Composite Index 

6500

9500

12500

15500

F
e
b
/
2

0
0
7

A
u
g
/
2
0

0
7

F
e
b
/
2

0
0
8

A
u
g
/
2
0

0
8

F
e
b
/
2

0
0
9

A
u
g
/
2
0

0
9

F
e
b
/
2

0
1
0

DOW bounce back post 2008-09 GFC 

Companies Return CAGR

10 yr 1-100 101-250 251-500 501-1000
Beyond 

1000

Chemical 49%

Cooling 37%

Innerwear 36%

Chemical 36%

CV & Vehicle Financier 35%

Cinema Exhibition 30%

Tiles 29%

Footwear 27%

Pipes & Value Added 25%

Regional Bank 24%

Pharma 22%

Automobile 22%

Enginnering 13%

Large Bank 8%

Pharma 6%

Transition from FY10 to FY20 based on Top 

1000 companies by Market Cap



   

 

Monthly Newsletter 

June  2021 Monthly Newsletter Page | 4 
 

3. Thinking Long term delivers sustainable returns  

 

 
Exhibit 13: Good return is an outcome of consistent good 

process and long term focus… 

 

Source: Ambit Asset Management 

  

Exhibit 14: …and we try and focus our process, writing 

and practice geared towards long term wealth creation 

 

Source: Ambit Asset Management 

 
Exhibit 15: as this is not just something that sounds good in theory but is supported by 

decades of data in practice where equities deliver over long term beyond short run 

disruptions 

 

Source: Ambit Asset Management, Bloomberg, investing.com 
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Ambit Coffee Can Portfolio 

At Coffee Can Portfolio, we do not attempt to time 

commodity/investment cycles or political outcomes and prefer 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 16: Ambit’s Coffee Can Portfolio performance update 

 

Source: Ambit; Portfolio inception date is March 6, 2017; Returns as of 31
st
 May, 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 

Po\ol 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 

narrow down the investible universe to a much smaller subset. This 

shorter universe is then evaluated on bottom-up fundamentals to 

create a concentrated portfolio of no more than 20 companies at 

any time. 

 Long-term horizon and low churn: Our holding horizons for 

investee companies are 3-5 years and even longer with annual 

churn not exceeding 15-20% in a year. The long-term orientation 

essentially means investing in companies that have the potential to 

sustainably compound earnings, with this compounding earnings 

acting as the primary driver of investment returns over long periods. 

 Low drawdowns: The focus on clean accounting and governance, 

prudent capital allocation, and structural earnings compounding 

allow participation in long-term return generation while also 

ensuring low drawdowns in periods of equity market declines. 

 

 

Exhibit 17: Ambit’s Good & Clean Midcap Portfolio performance update      

 

Source: Ambit; Portfolio inception date is March 12, 2015; Returns as of 31
st
 May, 2021; All returns above 1 

year are annualized. 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 

institutional holdings and lower analyst coverage. Rigorous framework-

based screening coupled with extensive bottom-up due diligence lead 

us to a concentrated portfolio of 15-16 emerging giants. 

 

Exhibit 18: Ambit Emerging Giants performance update 

 

Source: Ambit; Portfolio inception date is December 1, 2017; Returns as of 31
st
 Jan, 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 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 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 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 Good & Clean 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. 

 

 


