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Global equity markets declined considerably towards the end of 2018, with the fear of
continued US-China trade tensions, Fed balance sheet reduction, yield curve inversion
and a global growth slowdown weighing on sentiment. The Dow Jones Industrial Index
and the S&P 500 posted their worst December since 1931 (down -5.6% and -6.2%
respectively), and also their worst year since 2008.
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The Indian equity markets mirrored this extreme volatility and were directionless for the
month of December – recording declines of 5%, increase of 4%, another decline of 4%,
followed by an increase of 3% to end the month flat. Nifty however did end up
outperforming globally with the MSCI World Index returning -7.7% for December. A
significantly improved macroeconomic outlook (sharp crude oil decline, a stable rupee &
an expected-to-be contained fiscal deficit despite election related spending) and an
easing liquidity crunch drove the outperformance.
As we entered 2019, continued strong US economic numbers and comments from the
Fed on its willingness to be flexible keeping in mind financial market stability have eased
fears even as risks on Chinese economic weakness and a potential hard Brexit are key
monitorables. In India, general elections are expected to dominate till H1 FY 20, however
the market is also keenly watching for earnings recovery in FY 20 (after 5 years of
anaemic earnings growth), led by the banking sector and cyclicals.
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Volatility and weakness in the US market: the VIX (CBOE Volatility Index) doubled in the
month of Dec-18 till Christmas Eve, when US Treasury Secretary Mnuchin inadvertently
sparked panic by his outreach to leading bank CEOs. On Christmas Eve, the DJIA closed
down -14.6% for the month. A subsequent sharp recovery, recent Fed comments and
very strong jobs numbers calmed jittery nerves. Apple’s sharp Dec quarter downward
guidance on revenues (by 9%) – primarily due to weakness in the Chinese economy –
however pointed to underlying risks continuing to persist.
Indian equities on a firmer footing, fiscal deficit question: India’s macroeconomic
fundamentals continued to be positive, even as crude oil halted its downward spiral.
Along with lower crude and a stable rupee, liquidity – which had been constrained post
the IL&FS default – was considerably eased by the RBI. The central bank announced
` 60,000 crores of additional OMO purchases in December and January, thereby
meaningfully reducing the ` 1.32 lakh crore liquidity deficit in the banking system.
While populist policies are widely expected from the ruling party after its 3 state defeat –
and several farm distress alleviation measures have been speculated – the reduced
fiscal space from lower-than-trend GST collections (estimated annual shortfall of
` 1 lakh crore) means the Finance Ministry has its task cut out. For now, the government
is keeping its cards closely to its chest and markets continued to repose faith in fiscal
targets being met.
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Portfolio Stance: Cautiously positive
We continue to believe in the reengineering of business models by Indian IT companies
bearing substantial fruit in the coming quarters. We also prefer select retail focused
financiers, select corporate banks and consumer companies with strong earnings
visibility. We continue to have a cautious view on pharma companies.
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Apr-18*

May-18

Jun-18

Jul-18

Aug-18

Sep-18

Oct-18

Nov-18

Dec-18

Since Inception**

ITI LS
Nifty (%)

2.31%
3.24%

1.34%
-0.03%

1.53%
-0.20%

4.66%
5.99%

2.00%
2.85%

0.53%
-6.42%

-1.69%
-4.98%

3.00%
4.72%

-0.66%
-0.13%

13.63%
4.43%

Gross Returns

1M

3M

6M

Since Inception**

ITI LS
Nifty (%)

-0.66%
-0.13%

0.59%
-0.62%

7.95%
1.38%

13.63%
4.43%

*From 11th April, 2018;
**Till 31st December, 2018;
Fund returns are after expenses, before management fees and taxes

Portfolio Snapshot
Strategic Long Positions

Exposure
Gross Exposure (month-end)
Net Exposure (month-end)
Gross Exposure (month-avg)
Net Exposure (month-avg)

Top Tactical Longs
Stock
Bajaj Finance
Gujarat Ambuja
Larsen & Toubro

78.00%
60.00%
75.00%
58.00%

Stock

PF Weight

HDFC Bank
HDFC Limited
Infosys Limited
L&T Infotech

9.60%
7.40%
5.30%
4.60%

Top Tactical Shorts
PF Weight
4.90%
4.80%
4.80%

Sector
Media
Pharma

PF Weight
4.00%
3.30%

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 result in improvement in India sovereign ratings and improve business confidence and spur economic growth.

