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Dear Investors,

Markets continued their ying-yang focusing on short term inflationary pressure and its potential impact on central bank policies.
Despite the prospects of FED rate cuts, the overall market sentiment was overshadowed by concerns, fueled by unsettling inflation
data from the US. The ECB’s cautious approach towards policy easing, in anticipation of possible inflation rebounds, alongside
the UK's economic downturn, underscored the multifaceted challenges confronting the markets during the month. In Asia, Japan's
slide into a technical recession and China's battle with deflationary trends further highlighted the contrasting economic conditions
impacting global equity markets. Amidst this backdrop, MSCI World was up 4.3% in February. MSCI EM outperform, rising 4.8%,
led by gains in China (+9.1%), Hong Kong (+6.5%). India despite being up 1.5% in USD terms till date in February, relatively
underperformed most of its EM peers.

In the short term, Red sea crisis has further impacted global trade and also performance of some corporates depended on exports.
Logistic costs have inched up by 200% from the recent lows and can have some inflationary led impact in the short term.
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Source: Bloomberg, ASK IM Research

Let us now dwell into the performance of India Inc the quarter gone by. By and large performance has been in line. Following are
the key takeaways:

e EBITDA is now converging with top line, but PAT is still holding up: The BSE500’s top line remained subdued at 6% YoY
(similar to H1FY24). But EBITDA growth, which was strong in HLFY24 at 29%, has dwindled to 10%. This is mainly due
to fading input price tailwinds and operating de-leverage. PAT growth, however, has held up.

e Domestic consumption: The performance has been a mixed bag. Demand has been strong in SUVs, 2 wheelers,

jewellery, hotels, aviation, consumer durables. Staples demand has stabilized now at lower levels. We believe rural
demand should start to improve as the negative impact of high inflation start to recede.

BSE 500 | salesGrowth | __OPGrowth | __PBTGrowth PAT Growth

Q3FY24 - YoY 5.3% 14.6% 21.0% 24.6%
Q2FY24 - YoY 2.2% 29.8% 40.1% 40.6%
Q1FY24 - YoY 4.6% 29.0% 39.6% 49.5%
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(Q3FY24 — Yov) |__salesGrowth | ___OPGrowth __| __PAT Growth

staples | 0.3% 2.8% 10.0%
Retail 22.5% 22.6% 19.3%
5.8% 30.1% 38.7%
2.7% 24.2% 86.7%
0.8% 25.4% 32.2%
3.0% 8.8% 19.9%
14.3% 14.5% 4.6%
8.7% 2.6% 2.7%
irlines | 29.4% 65.8% 106.2%
17.0% 77.8% 21.3%
osR | 6.0% 1.2% 62.7%

e Domestic investment: Real Estate companies, companies beneficiary on government capex reported strong
performances. Cement companies’ profitability has improved too. Meanwhile, we await improvement in companies that
are dependent on industrial capex (like abrasives, bearings, material handling)

(Q3FY24 - Yov) |__salesGrowth | oPGrowth | __PATGrowth

Capital Goods 12.4% 12.8% 14.5%
ement 9.2% 56.8% 33.6%
ogistics 5.9% -6.2% -5.6%
onsumables -6.2% -11.7% -29.8%

Manufacturing 18.3% 36.6% 54.6%

Defence 12.6% 45.6% 35.3%

Real Estate 2.3% 2.6% -0.1%
onstruction 17.3% 10.5% 19.0%

e Global exporters: Pharma companies posted a strong quarter with improvement in US generic pharma cycle, IT
companies reported in line results, while chemicals suffered a deep contraction in both top line and profits. Going ahead,
ending global destocking should put a floor to exporters’ earnings which are impacted by destocking cycle.

¢ Financials: Banks NIM’s expectedly moderated and opex stayed elevated, while credit growth is sustaining. Challenges
on deposit front can continue to have an impact on NIMs.

Overall, performance of India Inc has been largely in line with estimates. Earnings outlook remain all right despite headwinds of
global growth and moderate rural demand. Election led slowdown may impact earnings in the short term though. Markets have
reacted positively to the sharp earnings growth. However, going forward, as margins led tailwinds are receding, earnings will have
to driven by improvement in revenue growth. We believe a sustained higher and secular growth will differentiate.

Happy investing!
Mr. Sumit Jain
Deputy CIO, ASK Investment Managers Ltd
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Investment Approach Update

Market backdrop

Global markets turned volatile in the month of February driven by escalating geopolitical tensions in Middle East (especially on
the Red Sea trade route), continued strong GDP growth for US (which expanded at 3.2% annualized rate in Q4CY23 and at
2.5%yoy growth in CY23) and positive surprise in earnings from the US technology giants, riding on the Al driven growth
acceleration. Inflation on the other hand continued to inch lower across the developed world translating to a pause in policy rate.
The global equity indices hence ended the month higher by 4-8% with a sharp outperformance from the Japanese equity markets.
The Nikkei 225 scaled back the highs reached in 1989. The Indian markets underperformed its global peers in the month of
February with the benchmark index ending higher by ~1%, though it remained volatile within a narrow range.

On the domestic news flow front, the RBI in its monetary policy committee (MPC) meeting decided to keep the headline repo rates
unchanged at 6.5% as the Central Bank remains focused on getting inflation sustainably under control. The RBI expects the Indian
GDP to grow at 7.3%yoy in FY24 followed by 7%yoy growth in FY25. On inflation, while core inflation continues to inch lower, the
volatile food inflation poses a near term challenge. The area sown in the rabi season points to a flat growth, however, rice and
pulses have seen lower acreages. Going forward, food inflation may pose to be a near term challenge. In Feb-24, INR appreciated
against US dollar by 0.2% to 82.9 while 10-year government bond yield declined to 7.08% at end Feb-24 (7.14% at end Jan-24)
on m-o0-m basis.

The Q3FY24 earnings were broadly in line with expectation. Capex led volume growth sustained in Q3FY24 while domestic
consumption continued to remain muted along with muted performance on exports. IT earnings continued to remain muted in-line
with expectation. Pharma companies reported better than expected results driven by stable volumes on the domestic front and
margin expansion as lower input costs aided in margin expansion. 2W and PV led earnings growth for the automotive sector led
by volume growth, gross margin expansion and operating leverage while; M&HCV and tractors were a drag driven by higher base
and weaker environment respectively. Consumer discretionary volumes remain muted as follow on demand post festive was weak
primarily driven by higher inflationary pressure and adverse income growth due to lower agri income. Higher cost of funds impacted
NIMs for the lending businesses while lower provisions aided bottom line growth while non-lending financial businesses reported
relatively faster growth.

Revenue growth for Q3FY24 for the portfolio stood at 13%yoy with OP growth at 26%yoy, despite muted volume growth and
subdued pricing environment for the consumer discretionary exposure in the portfolio.

From a near term perspective, monsoons and general elections are the two key monitorable events. Over the medium to long
term, we believe that various regulatory/fiscal initiatives taken in the past few years coupled with structural transition in the
manufacturing sector (favorable policy environment coupled with opportunities from shift in global supply chain) will translate into
acceleration in GDP growth.

Portfolio impact

In Feb 2024, portfolio underperformed its benchmark BSE500-TRI which delivered +1.7%. In consumer space, Berger Paints
increased by 7% while Titan, Sai Silks, Patanjali Foods, Radico Khaitan and Page Industries declined by 2-8% last 1 month. In
Financial services space, SBI and ICICI Bank increased by 17%/2% respectively. Bajaj Finserv and Bajaj Finance declined by 2-
5% while Cholamandalam Finance, AU Bank and REC declined 8%/10%/11% respectively in last 1 month. Among the other
names, JSW Infra, Astral, Indian Oil, Sona BLW, Bharat Electronics, Polycab and Mankind Pharma increased by
19%/13%/13%/12%/10%/9%/7% respectively in last 1 month. L&T, Reliance, SRF and APL Apollo had 0-3% movement in last
1 month. Bharti Airtel, Divi’s Labs and Navin Flourine declined by 4%/5%/12% respectively in last 1 month.
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Disclaimers: Any information contained in this material shall not be deemed to constitute an advice, an offer to sell/purchase or as an invitation or
solicitation to do for security of any entity and further ASK Investment Managers Limited (ASKIM) and its employees/directors shall not be liable for any
loss, damage, liability whatsoever for any direct or indirect loss arising from the use of this information. Recipients of this information should exercise due
care and caution and read the Disclosure Document (if necessary obtaining the advice of finance/other professionals) prior to taking any decision on the

basis of this information which is available on https://www.askfinancials.com/ask-investment-managers/disclosure.

ASK Investment Managers Limited (Registration No: INPO00008066) has not independently verified all the information and opinions given in this material.
Accordingly, no representative or warranty, express or implied, is made as to the accuracy, completeness or fairness of the information and opinions
contained in this material. ASKIM has launched direct onboarding facility. This facility shall enable users / visitors to have direct access to ASK IM PMS
Investment approaches. These products are also available through existing Distributor/Referral or Channel Partners. The performance related information

provided herein is not verified by SEBI nor has SEBI certified the accuracy or adequacy of the same.
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