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An oft-used expression in equity markets is instructive for where markets find themselves today:
“Give me bad news any day, but don't give me uncertainty (because we don't know how to price
uncertainty).”

We refer to the below statistics on US equity and credit markets from Howard Marks, co-
Chairman Oaktree Capital and celebrated investor. As the mother market and a barometer of
which direction the global economic tide is turning, the path US markets take are quite relevant for
Indian equity investors too:

From February 19 to March 23, the U.S. stock market saw the quickest meltdown in history,
for a loss of 33.9% on the S&P 500. Then its 17.5% gain from Tuesday through Thursday of
the last week of March made for the best three-day stretch since the 1930s.

Of the 21 trading days between February 27 and March 27, a total of 18 days saw moves in
the S&P 500 of more than 2%: eleven down and seven up. They included the biggest daily
percentage gain since 1933 and the second-biggest percentage loss since 1940 (exceeded
only by Black Monday in 1987).

From March 9 through March 20, issuing a new investment grade bond seemed
inconceivable. Then news of the government's rescue package enabled 49 companies to
issue $107 billion of IG bonds. That made it the biggest week for issuance on record; part of
the biggest month on record ($213 billion from 106 issuers); and part of the biggest quarter on
record ($473 billion, up 40% from the first quarter of 2019). In fact, there was more issuance
in the last week of March than in nine of the 12 months in 2019.

Clearly unprecedented and pervasive uncertainty is the defining feature — however
uncomfortable — of current times, for however long they last.

Monetary and fiscal responses — not what they used to mean for investors: In the backdrop
of this dynamic of extreme uncertainty, monetary and fiscal policy are really reactions to the
unfolding reality — rather than determinants of the economic reality investors and society can
expectin the future.

The massive scale and extent of actions taken globally in fact serve to illustrate how foggy the
economic reality really is — massive central bank balance sheet expansions, interest rate cuts,
money market interventions, federal loan guarantees, federal cash handouts (to combat record
unemployment numbers), loan moratoriums, SME cash grants, bank capital requirement
relaxations, food security assistance and many, many more. These interventions, and new ones
every day, point to the nature of the underlying reality. Uncertainty will remain the dominant
modus operandi to operate under until signs of the crisis abating surface.

Portfolio Stance: Primary dharma to protect capital, long-term view modified to
incorporate a steeply uphill recovery path

In our last communication on 5th March 2020, we wrote how we believed Mr Market had, based
on various asset class performances, clearly tested positive for coronavirus and also our inability
to say when he would recovery from the same. We had made this initial diagnosis in the beginning
of the last week of Feb when we sharply reduced our gross exposures to close to single digits
(given the uncertainty). We continue to await signs of the crisis ending (reduction in pace of
increase of new cases, effective treatments, potential vaccine etc etc) before changing our view.

Our long-term view is also modified to incorporate the specific India challenges — with an
economic slowdown predating the coronavirus (albiet previously waning in our opinion
buttressed by the reform measures undertaken), this global pandemic sets the Indian economy
significantly back. Limited fiscal space, expected several months of weak consumer sentiment
even after the virus abating and also global demand headwinds point to the recovery path we
believe being unfortunately steep rather than swift. We aim to position our portfolio accordingly if
the situation develops as such.
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Performance

Quarterly:

ITILS 5.32% 7.38% 0.62% 4.57% -0.75% -1.14% 6.64% 1.51% 26.41%
Nifty 3.00% 2.02% -0.62% 7.00% 1.42% -2.67% 6.05% -29.35% -17.35%

Monthly:

ITILS 0.21% | -1.07% 0.11% | -264% | -281% | 448% | 1.43% | 2.50% 257% | 097% | 0.87% | -0.33% 26.41%
Nifty 1.07% | 1.49% -1.12% | -569% | -0.85% | 4.09% | 3.51% | 1.50% 093% | -1.70% | -6.36% |-23.25% | -17.35%

ITILS 2.32% 1.36% 1.55% 4.68% 2.03% 0.55% -1.66% 3.00% -0.66% 1.83% -2.51% 5.34%
Nifty 3.24% -0.03% -0.20% 5.99% 2.85% -6.42% -4.98% 4.72% -0.13% -0.29% -0.36% 7.70%

*From 11th April, 2018;
Fund returns are after expenses, before management fees and taxes

Portfolio Snapshot

Stock PF Weight Stock PF Weight
HDFC Bank 6.1% Dr Reddy's Labs 1.1%
HDFC Limited 4.7%

Reliance Industries 3.9%

Infosys Limited 4.0%

Bharti Airtel 3.7%

Sector PF Weight Gross Exposure (month-end) 16%
Auto 1.3% Net Exposure (month-end) 1%
BESI 1.2% Gross Exposure (month-avg) 34%
Net Exposure (month-avg) 6%

Disclaimer

This presentation is being furnished to you on a private placement basis by Investment Trust of India strictly on a confidential basis and must not be reproduced or redistributed to
any other person. This document is for informational purpose only and does not constitute an offer for participating in ITI Long Short Equity Fund (“Fund”). This information
document has been provided to its recipient upon the express understanding that the information contained herein, or made available in connection with any further
investigation, is strictly confidential and is intended for the exclusive use of its recipient. The information contained in this presentation is subject to the information contained in
the other Fund documents including its private placement memorandum. This document is neither a prospectus nor an invitation to subscribe to the units of Fund. Nothing in this
document is intended to constitute legal, tax, securities or investment advice, or opinion regarding the appropriateness of any investment, or a solicitation for any product or
service. The information herein is subject to change without notice. The facts and figures used in this presentation reflect the latest available information and have been sourced
from public sources and various past transactions handled by ITI Long Short Equity Fund including its affiliates.

Investments in securities are subject to market and other risks and there is no assurance or guarantee that the objectives of the Fund will be achieved. Prospective investors in
Fund are not being offered any guaranteed/assured returns. The name of the Fund does not in any manner indicate its prospectus of return. The investment strategy may not be
suited to all the categories of investors. The material is based upon information that we consider reliable, but we don’t represent that it is accurate or complete, and it should be
reliable as such. All forward—looking statements are forecasts and may be subject to change without notice. Such forward-looking statements included are based on information
available on the date hereof and none of ITI Long Short Equity Fund or any of its affiliates assumes any duty to update any forward-looking statement. Certain important factors
that could cause actual results to differ materially from those in any forward looking statement include the general economic, market, legal and financial conditions, among others
its efforts on resolution of NPAs of banking system, disinvestment/divestment, revival of capex cycle and most importantly job creation. These if implemented effectively would
resultinimprovementin India sovereign ratings and improve business confidence and spur economic growth.
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