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Objectives
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= RESEARCH OBIJECTIVE

Establish that different ownership structures lead to
different firm performance in the Indian context

* INVESTMENT/PORTFOLIO OBJECTIVE

Investinad 9 Yy i NB LINS Y SdzNJ NHzy | YRk 2 N
0 dza A Yy Sl&tadPritige pndian stock markets, for
compoundinggains over the medium to long term

Note:
1) Promoter/ Fgmily stake of at least 26% is desjred iAn most portfolio companies, except in very rare and fit cases. A 1%
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Narayan Murthy - Infosys
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-- On starting Infosys with a borrowing of $250 from his wife

for explanation. EquityCOMP
Start date adjusted.

COMPARATIVE RETURNS 1/ 6
Range - Period Qi 65 Qtr Perios
Securities Crncy Prc Appr Difference Annual Eq
ilINFDO IN Equity ¢ 3 % 216470 % 60.39 %
SENSEX TIndex

Market Capitalization $29.4 bn

t NEY23GSNBR DNR#BE®a {0

5 Year Sales Growth (CAGR) 34.9%

5 Year Profit Growth (CAGR) 36.9%

5 Year Stock Price Growth

0,
(CAGR) 22.2% p.a.

= Harnessed the intellectual capital in India and created an IT outsourcing powerhouse

Source: Capita line



Sunil Mittal - Bharti Airtel
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for explanation. EquityCOMP
Hit 1<G0> for Options, Hit <Page> for table.
COMPARAT IVE RETURNS Page 4
Range Period e 30 Qtr Peried
Securities Annual Eq
ilBHARTI IN Equity

Market Capitalization $33bn

t N2 Y2 {SNJ DNER|dzI4EB% gl

1500

1000 5 Year Sales Growth (CAGR) 49.5%p.a

S00

5 Year Prfits Growth (CAGR) 68.2 % p.a

5 Year Stock Price Growth

0,
(CAGR) 42.5%p.a

= Borrowed $ 500 at the age of 18 to start a business to make bicycle crankshafts
= Ly MH @SIFNARZ ONBIUOSR LYRAIFIQ& fFNBSaG Y20AfS (St
=  Subscriber base exceeding 110 million

Source: Capita line



Vinod Ramnani - Opto Circuits

INVESTMENT \1/\N\(H<\
Wealth is nothing without wi

for explanation. EquityCOMP
Hit 1<G0>» for Options, Hit <Page> for table.
COMPARAT IVE RETURNS Page 1/ 4
Range - deriod - 35 Qtr Period
Securities Annual Eq
ilOPTC IN Equity 056. e 8260.10 % . % 65.80 %
SENSEX Index

r coupons) Market Capitalization $809.7 mn

1z000

10000 t N\E Y2 l] S NJ D N\.E dZBZQﬁ/o l:l |

000 5 Year Sales Growth (CAGR) 51.4%

5 Year Profit Growth (CAGR) 72.5%

5 Year Stock Price Growth

0
(CAGR) 81.6%

= Youngest of five children of an Indian Railways clerk
= An engineering graduate, he founded Opto Circuits in 1990

= Engaged in highly technology-intensive development & manufacture of medical electronic devices &
healthcare products

= Competes with Global majors like Johnson & Johnson, Boston Analytics etc.. Source: Capita line



Theoretical Underpinnings
of Entrepreneurial/Family Firms

Passion, Conviction and Commitment towards their idea

» Entrepreneurs usually take a longer term view

t NBY23GSNRBRQ 2 ¢ ycAbgimenfofiktgfesti KS Il Y S

Entrepreneurs often spot opportunities early

Dynamic leadership ¢ Adaptive, nimble footed and responsive

High score on innovation and intellectual capital



Empirical Findings

[ ] [ ] [ ] )t ASK iy o
of Entrepreneurial/Family Firms

= Continued Dominance
= Fastest growing businesses
= Superior operating margins

= |Improving capital efficiency
= With rising turnover and profitability
= Despite rising capital formation over the years

= Most sunrise businesses in India are run by entrepreneurs
= New age, cutting edge, innovation led businesses

= Biggest wealth creators
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Continued Dominance
of Entrepreneurial / Family Firms

; % of Market
Entrepreneurial firms / Family
$1.55 bn

Owned Businesses
(FOB)

Multi-National Corporations
(MNC)

$1.50 bn

Pure Professional Firms
(PPF)

Public Sector Undertakings
-‘

= Entrepreneur / Family Owned Firms comprise ~7¢: 2 T

Note:

1) Top 500 publically listed companies as per market capitalization (as on 31-Mar-09)

2) Banksand Fls are excluded throughout this research study for definitional consistencies
3) For lack of sample size, we do not consider PPFs further in this research

1999

% of Market
Cap (Top 500)
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Source: Capita line



Entrepreneurial / Family Firms
are the Fastest Growing

5 Year CAGR 8 Year CAGR

SALES GROWTH  OP. PROFIT GROWTH PBT GROWTH

SALES GROWTH OP. PROFIT GROWTH

= Entrepreneurial Firms are the fastest growing category

= Profits growing at ~30% CAGR over last 8 years

Note: 1) Bank & Fls are excluded from the above study for definitional consistencies.
2) Audited consolidated results as on 31-March-2009 are considered for the above study. Consolidated data available since 2001

PBT GROWTH

FOB
PSU
MNC

Source: Capita line



Entrepreneurial / Family Firms

3 L ASK NS
across Emerging Sectors

Top - PSU

Top 5 - FOB Top 5 - MNC
Refineries / Petro Chem. FMCG m

Power Generation &

Distribution e

Crude Oil & Natural Gas 20.8

Power . .
Generation)Distribution n ﬂ e >

= Entrepreneurial firms are present across vibrant and emerging sectors

Note: 1) Bank & Fls are excluded from the above study for definitional consistencies.
2) Audited consolidated results as on 31-March-2009 are considered for the above study. Source: Capita line



High Operating Margins and RoE
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Operating Profit Margins ( OPM )

/"‘

High operating efficiency for Entrepreneurial firms

Tight cost control

Declining trend for state owned firms
2001 2002 2003 2004 2005 2006 2007 2008 2009

Return on Equity ( RoE )

Improving RoE for Entrepreneurial firms

RoE (%)
n

Highest in last few years

2009 ¢ a mere interruption!

Legend:
2001 2002 2003 2004 2005 2006 2007 2008 2009 FOB
Year
MNC
PSU

Note: 1) Bank & Fls are excluded from the above study for definitional consistencies

2) Audited company results as on 31-March-2009 are considered for the above study. Source: Capita line



Improving Capital Efficiency
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Capital Formation ( Gross Block + Cap. WIP )

|2Xin 3 yrs |
\,/
27% CAGR

‘//’/, 15% CAGR

-

Capital Formation ( in billion)

2001 2002 2003 2004 2005 2006 2007 2008 2009 2001 2002 2003 2004 2005 2006 2007 2008 2009
Year's Year's

= Entrepreneurial firms have good capital efficiency backed by superior growth rates
= CAPEX done; Entrepreneurial firms primed for growth

= Most MNCs are brand businesses, not asset intensive
Legend:

FOB
MNC
PSU

= PSUs are overcapitalized !

Note: 1) Bank & Fls are excluded from the above study for definitional consistencies

2) Audited company results as on 31-March-2009 are considered for the above study. Source: Capita line



Wealth Creation by Entrepreneurial Firms
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TOP PERFORMERS ¢ 5 Years price CAGR

L Foss | L wmne
Anant Raj 155.9 BHEL I Areva T&D 115.9
Unitech 150.9 BEML Ltd 53.1 I Esab India 51
JSW Steel 133.7 GMDC 42.1 I ABB 42
Opto Circuits 98.7 SAIL 40.7 I Alstom Projects 41
Jindal Steel 94.8 Engineers India 35.9 I Siemens 40

TOP PERFORMERS ¢ 10 Years price CAGR

I S| T we

Unitech 73.1 I BEML Ltd 47.7 I Areva T&D 46.9
JSW Steel 67.5 I Bharat Electron 47.5 I Siemens 36.2
United Phosp 67.3 I SAIL 35.6 I ABB 27.1
Aban Offshore 64.5 I BHEL 33.5 I Fag Bearings 26.9
Praj Inds 58.23 I Neyveli Lignite 31.8 I Bosch 23.2

= Entrepreneurial firms significantly outperformed PSUs and MNCs in Wealth Creation

Note: 1) Returns as on 30-Sept-09 %
HO .yl 3 CLa NS5 SEOf dzRSR FNRY (KS | 020S aidzReSoF@eNhprSifeA yAUGA2Yy L O2ya



Wealth Creation through Entreprenéurship
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WEALTH CREATORS (2003-2008)

Entrepreneur/
Family Owned

Entrepreneur /

Family Owned Categories

90 Wealth creators in Top 100 75

% Share of Wealth Created

5-year Earning CAGR (%)

5-year Price CAGR (%)

P/E (x) at the beginning of study period

P/E (x) at the end of study period

= Entrepreneurial Firms have a preponderant share in Wealth Creation

b2GSY m0o W2SI{fdK / NBFGA2yQ RSFAYSR Fa NAR&S Ay | R2dzaGSR YIN] SO OFLAGEEATL
2) Top 100 chosen as between MNC & Indian private cos. and PSU and Indian private cos. separately Source: MOSL 13t Annual Wealth Creation Study




A Few Challenges .
for Entrepreneurial / Family Firms

Succession planning

Corporate governance concerns

Nepotism

Control retention concerns can affect capital structures

Capital allocation issues



Research Methodology

Top 500

FOB
Universe

Investible
Universe

wAs per market capitalization as on 1-April-2009
wSegregation into four categories i.e. FOB, MNC, PSU & PPF

wCompare each category on Growth, Profitability, Productivity, Capital
efficiency parameters etc

wOnly companies > 26% promoter/family holding (except in rare & fit cases)
wApplication of other quantitative filters to arrive at investible universe

wAQuantitative Filters : >promoter stake, > growth rates, >RoCE, >
Debt/equity, profit size etc.

wApplication of qualitative filters by investment team

wQuality of management/entrepreneur, size of opportunity, future growth
amongst others

wPortfolio of 12-15 carefully chosen businesses

IN\"PSTN\FNT MAN;\GERS
Wealtt isdom

is nothing without wi

Note:

FOB ¢ Family Owned Business
MNC ¢ Multi-national corporations
PSU ¢ Public Sector Undertakings
PPF ¢ Pure Professional Firms



Investment Objectives

Invest only in listed entrepreneur / family owned firms

Focus on Growth businesses which are capital efficient

Focus on wealth creation

Invest with a 3 year horizon

Concentrated portfolio of carefully identified businesses

Significant portfolio stakes in select midsize businesses

Ly@dSad Ay &aSlkazySR LI IF@SNBR oKz KI



Snapshot

CRITERIA

FOBs

Y VS

.

INVESTME
Wealih is

not

MNCs

GROWTH

Highest Growth rates

In aggregate underperform
Indian companies

Sharply underperformed Indian
companies

CAPITAL EFFICIENCY

High Growth coupled with improving
capital efficiency

Good efficiency ratios; although much
lower growth

High capital efficiency as most
businesses are brand intensive
and not asset intensive

INVESTMENT / CAPEX

Gross block doubled in
last 3 years

Are over capitalized

Have invested very little capital for
future growth

ALIGNMENT OF INTEREST
(with minority stakeholders)

Promoter's own skin in the game -
usually ensures alignment of interest
for minority shareholders

Social priorities, Low-float?

Largely remain indifferent
to local investors

{11 w9l h[59w(
CREATION

Highest Wealth Creation

Moderate contribution

Very low contribution

SECTORS

New age/Sunrise sectors, innovation
led, intellectual
property based

Natural resources, Commodities,
Power and Energy

Pharma, Engineering,
Consumer Durables

DECISION MAKING

Speedy and Dynamic

Over-regulated /bureaucratic and
hence could often lack speed,
tends to be rigid

Usually driven by parent co. priorities

BUSINESS ENVIRONMENT

Competitive environment;
Often results in more efficiency

Natural monopolies in many
sectors they operate

Often satellite operations of
parent companies abroad

CORPORATE GOVERNANCE

Improving with emphasis on
independent professional boards

Governmental practices

Several issues/concerns in the recent
past, but overall
good governance




A Few Successful Family Firms

INDUSTRY

SPECTRUM -> NEW AGE TO TRADITIONAL - >

SIZE SPECTRUM| TELECOM TECHNOLOGY |HEALTHCARE CONSUMER| FINANCE | COMMODITY

Infosys, Wipro, Jindal Steel &

Bharti Airtel HCL Tech Dr. Reddy Asian Paints|Kotak Bank POWer

Shriram
Transport | JSW Steel
Finance

Divis Lab, Dabuir,

\YIIDENYVA=D; Tulip Tele Opto Marico

Note: Data as on 30-Sept-2009 Source: Capita line




Conclusion
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Invest in the Indian Growth Story by
investing in Indian Entrepreneurs



About ASK Investment Managers




About ASK Investment Managers

= Leading private money management firm in India

Singular focus on investing in listed Indian equities

Traditional, fundamental investment driven, bottom-up stock pickers

{LISOAIIt AT Sa Ay f2y3 GSNY 6ft2y3 2y
= No derivatives
= No leverage

Proprietary research - experienced team of 18 investment professionals

Purely discretionary portfolio management



Investment Philosophy
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= Philosophy Tenets

= Capital Preservation
= Growth

XXX Ly GKIFdG 2NRSNH

= |[nvestment Philosophy

t NAOS GKS W@l fdzSQ NI §KSNJ dKIy @I fdzS (KS&
= Disciplined investing into outstanding businesses

= . dz2 WDNRGUOKQ odzaAySaasSa i WxlfdzSQ LINAC
= Compounding opportunities over one time pops

= Fundaments over fashion and fads

= No compromise on margin of safety

= Time over timing



Investment Edge
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= Adherence to investment philosophy & process

Proprietary research & valuation models

Team bandwidth and experience

Relationships and Industry interfaces

Good comprehension of the India opportunity

{LISOAFEATS&a Ay f2y3 GSNY o6f2y3 2y

Strong long term performance
= ASKIM portfolio has compounded 43.52% p.a. vs. 16.81% p.a. for CNX Nifty (frofn 2001Q 11 g (



Disclaimer

RISK FACTORS:

Equities as an asset class carry a higher risk in comparison to debt. While risk cannot be totally eliminated,
It can be mitigated through a well-designed investment strategy. The ASK Investment Managers Portfolios
seek to mitigate risk and deliver superior returns through research-based investing. However, this
objective may not be fully achieved due to various reasons such as unfavorable market movements,
misjudgment by portfolio manager, adverse political or economic developments etc.

DISCLAIMER:

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 Private 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 offer document (if necessary obtaining
the advice of finance/other professionals) prior to taking any decision on the basis of this information.

ASK Investment Managers Private Limited 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.
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