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India Entrepreneur Fund: Introduction

Note: * Promoter / Family stake of at least 26% is desired in most portfolio companies, except in rare and fit cases. ** Exit charges levied to disincentivize early exits

Á FundObjective:

} Invest in high growth mid-market ά9ƴǘǊŜǇǊŜƴŜǳǊrun and/or family owned ōǳǎƛƴŜǎǎŜǎέϝ; listed on the Indian
stock markets

Á FundTenure:

} 3 year close ended** fund investing in high quality, high growth, mid-market companies

Á ExpectedReturns

} Superior long term compounding returns representing growth of underlying companies

Á Pro-investorFeeStructure:

} Performance fee charged at the end of fund tenure (not every year)

Á ExperiencedTeam:

} Team of 15 experienced investment professionals led by Bharat Shah who has over 20 yrs experience in capital
markets, has deep insight into Indian businesses and enjoys a pervasive interface with Indian corporate
community especially with promoters and entrepreneurs

Á FundUpdate:

} Launch - March 10

} US$ 51mn collectedunder this strategysofar (Pooled fund size ~ US $ 23 mn) as on 31st March 11

} Clients include family offices and private clients from Middle East, North Africa and Europe

} Fundreturned 17.47%vs. 8.96%for BSE500sinceinception (26March2010ς31st March2011)



3

Fund Philosophy

Á Investin Entrepreneurs

} Of vision, integrity and passion

} Who have their Ψƻǿƴskin in theƎŀƳŜΩ

} Execution capability and track record

Á Investin ΨDǊƻǿǘƘΩbusinesses

} Capable of at least doubling their bottom line in 3-4 years

} That are capital efficient

} That are seasoned (proven business models) players who have the potential to get ΨǎŜŜŘŜŘΩ(become leaders)

} Which focus on wealth creation for their shareholders

Á Investin attractive mid-market companiesat attractive prices

} BuyΨƎǊƻǿǘƘΩbusinesses at ΨǾŀƭǳŜΩprices

} Focus on creating adequate margin of safety

} Often could be under-researched, under-owned or contrarian investing

} Eschew risk of small/micro caps and start ups

Á Portfolio Construction

} Concentrated portfolio of 18-20 holdings

} Active management, buy and hold approach

} Exposure to sunrise, innovation led and cutting edge sectors
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Why Entrepreneurial/Family Businesses?

Á Theoretical Underpinnings

Á Passion, Conviction and Commitment

Á Longer term view

Á Own skin in the gameςAlignment of interest

Á Entrepreneurs often spot opportunities early

Á Dynamic leadership

Á High score on innovation and intellectual capital

Á Empirical Findings

Á Continued Dominance

Á Fastest growing businesses

Á Superior operating margins

Á Improving capital efficiency

Á Operate in sunrise industries/sectors

Á Biggest wealth creators
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India Opportunity ςSize and Quality

Á Indian economy is expected to grow at ~ 8 % over the next few years

} Amongst the largest and fastest growing emerging market economies (GDP ~ US$ 1.2 trillion)

} Fourth largest economy in PPP* terms in the world ( GDP in PPP terms ~ US$ 3.8 trillion)

} Average GDP growth rate for the last 6 years - 8.48%;  for FY09 ς6.7%

Á Strong growth bulwarks

Á Consumption (57.3% of GDP), Savings (32.5% of GDP-FY09) and Investments (35% of GDP)

Á Balanced Economy

} Agriculture ( ~17 % ), Services ( ~29 % ) and Manufacturing ( ~54 % )

Á Domestic Economy - relatively lower vulnerability to external world

} Export to GDP ratio of < 21% (FY10)

} Strong domestic savings will provide bulk of capital needed to fuel growth

Á Attractive demographics and Socio-economic characteristics

Á Rising middle class (42 million households, estimated by NCAER*) with rising incomes

Á Robust banking system

Á Growth fuelled largely by private capital; High capital efficiency with ICOR*  ~ 4.2%

Note: * PPP ςPurchasing Power Parity
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Game Changers

Note:

Á * GST: Goods & Services Tax

Á **IFRS: International Financial Reporting Standards

Macro 
equation ςanomaly!

Á India accounts for 7% of world GDP ( in PPP terms) !
Á And only 2% of the world market cap !!
Á Portfolio allocation ~ 0.5 % !!!

Introduction of 
IFRS

The introduction of IFRS would ensure transparency and uniformity in

the corporate accounting system, which would facilitate further flow

of foreign capital into the local market

Relaxation in FDI 
restrictions 

Relaxation in FDI restrictions in several key sectors such as retail,

insurance, banking, aviation, etc.. can bring significant capital inflow

into the economy

Tax to GDP 
Ratio

LƴŘƛŀΩǎtax to GDP ratio (~12%) has huge scope of improvement -

Introduction of GST* & Direct Tax Code will improve tax

administration
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Key Challenges for the Indian Economy

Á High Fiscal Deficit

Á Inflationary Pressure & Interest Rates

Á High Commodity Prices

Á Global Market & Capital Flow
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Investment Rationale: 
Indian Entrepreneur Fund 
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Family Businesses in India

Note:

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

Á Banks and FIs are excluded throughout this research study for definitional consistencies

2009 1999

Categories  No. of Firms Avg. Market Cap.
% of Market Cap. 

(Top 500)  
% of Market Cap. 

(Top 500)

Entrepreneur run and/or Family 
Owned Businesses (FOB)

346 $ 1.55 bn 61.0 56.1

Public Sector Undertakings (PSU) 41 $ 5.00 bn   23.5 20.3

Multi-National Corporations (MNC) 63 $ 1.50 bn 10.8 18.9

Pure Professional Firms (PPF) 4 $ 10.40 bn 4.8 6.9

Á Entrepreneur/Family Owned Firms comprise ~70% of LƴŘƛŀΩǎmarket cap.
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Growth of FOBs

Á Entrepreneurial firms are the fastest growing category

Á Profits growing at ~30% annualized over last 8 year

Note:

Á Bank & FIs are excluded from the above study for definitional consistencies.

Á Audited consolidated results as on 31-March-2009 are considered for the above study. Consolidated data available since 2001

Source: Capita line 



11

FOBs in Emerging Sectors

Á Entrepreneurial firms are present across vibrant and emerging sectors

Á Entrepreneurs identify sunrise sectors early e.g. IT, Telecom etc.

Note:

Á Bank & FIs are excluded from the above study for definitional consistencies.

Á Audited consolidated results as on 31-March-2009 are considered for the above study.

Á Figures above are percentage of market cap of that category (FOB,MNC & PSU) within Top 500

Top 5 - FOB Top 5 - MNC Top - PSU 

Refineries / Petro Chem. 17.5 % FMCG 24.1 %
Power Generation & 
Distribution

25.4 %

Telecomm-Service 13.8 % Tobacco Products 19.9 % Crude Oil & Natural Gas 20.8 %

IT ςSoftware 13.6 % Crude Oil & Natural Gas 9.9 % Refineries 9.7 %

Pharmaceuticals 5.9 % Pharmaceuticals 7.2 % Capital Goods 9.2 %

Power Generation / 
Distribution

4.6 % Automobile 6.4 % Trading 9.1 %

Source: Capita line 
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Operating Efficiency

Á High operating efficiency for Entrepreneurial firms

Á Tight cost control

Á Declining trend for state owned firms

Note:

Á Bank & FIs are excluded from the above study for definitional consistencies

Á Audited company results as on 31-March-2009 are considered for the above study.

Á Improving RoE for Entrepreneurial firms

Á Highest in last few years

Á 2009 ςa mere interruption!

Source: Capita line 
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Capital Efficiency

Á FOBs have good capital efficiency backed by superior growth rates

Á CAPEX done; FOB primed for growth

Á Most MNCs are brand businesses, not asset intensive

Á PSUs are overcapitalized !

Note:

Á Bank & FIs are excluded from the above study for definitional consistencies

Á Audited company results as on 31-March-2009 are considered for the above study.

Source: Capita line 
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Wealth Creation

Note:

Á Returns as on 30-Sept-09

Á Bank & FIs are excluded from the above study for definitional consistencies (as on{ŜǇǘΩ09)

TOP PERFORMERS ςр ¸ŜŀǊǎ ҈ ǇǊƛŎŜ /!Dw ό ŀǎ ƻƴ {ŜǇǘΩлф ύ

FOBs PSUs MNCs

Anant Raj 155.9 B H E L 54.4 Areva T&D 115.9

Unitech 150.9 BEML Ltd 53.1 Esab India 51

JSW Steel 133.7 GMDC 42.1 A B B 42

Opto Circuits 98.7 SAIL 40.7 Alstom Projects 41

Jindal Steel 94.8 Engineers India 35.9 Siemens 40

TOP PERFORMERS ςмл ¸ŜŀǊǎ ҈ ǇǊƛŎŜ /!Dw ό ŀǎ ƻƴ {ŜǇǘΩлф ύ

FOBs PSUs MNCs

Unitech 73.1 BEML Ltd 47.7 Areva T&D 46.9

JSW Steel 67.5 Bharat Electron 47.5 Siemens 36.2

United Phosp 67.3 S A I L 35.6 A B B 27.1

Aban Offshore 64.5 B H E L 33.5 Fag Bearings 26.9

Praj Inds 58.23 Neyveli Lignite 31.8 Bosch 23.2

Source: Capita line 

Á Entrepreneurial firms significantly outperformed PSUs and MNCs in Wealth Creation
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Challenges for FOBs

Á Succession planning

Á Corporate governance concerns

Á Nepotism

Á Control retention concerns can affect capital structures

Á Capital allocation issues
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Snapshot

Criteria Þ/ Category Ý FOBs PSUs 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; 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 in capex

Alignment of Interest
Promoter's own skin in the 
game

Social priorities, Low-float?
Largely remain indifferent to local 
investors/shareholders

Wealth Creation of 
Shareholders'

Highest Wealth Creation Moderate contribution Very low contribution

Sector/Industries
New age/Sunrise sectors, 
innovation led, intellectual 
property rich

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 company 
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
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Some Successful Family Firms

Industry 
Spectrum Ý

Ý NEW AGE  TO  TRADITIONAL Ý 

Size Spectrum  Þ TELECOM TECHNOLOGY HEALTHCARE POWER AUTO CONSUMER FINANCE COMMODITY 

LARGE Bharti Airtel
Infosys, Wipro, 
TCS 

Sun Pharma, 
Dr Reddy's

Adani 
Hero 
Honda, 
Mahindra

Asian 
Paints

Kotak 
Bank

Jindal Steel & 
Power, Sterlite 

MID-SIZED Tulip Tele

Infotech 
Enterprises, 
Tech 
Mahindra, 
Financial Tech

Divis Lab, Opto, 
Lupin, Appolo 
Hospitals

Torrent 
Power 

Motherson 
Sumi

Dabur, 
Marico, 
Emami 

Shriram 
Transport 
Finance 

JSW Steel, 
Sesa Goa

Note:

Á Data as on 30-Sept-2009

Source: Capita line 



18

Value Proposition ςIndian Entrepreneur Fund

Á Investinginto Entrepreneurs

} Who run some of the fastest growing companies in India

} That represent the fastest growing economic entity in one of the fastest growing economy

Á Identification of EntrepreneurialBusinesses

} Bottom up stock picking ςLarge universe of 346 family owned businesses to choicest 20 businesses

} Rigorous filtering process using well defined criteria to construct the portfolio

} 4-6 interactions with the managements to review portfolio companies

Á TheASKAdvantage

} Leading discretionary money management boutique in India

} Large research teamς15 investment professionals

} Deep interface with Indian corporate sector ςespecially with promoters and entrepreneurs

} 25 years + existence, home grown company

Á UniqueFundStructure

} Lock in for 3 years, exit charges to disincentivize early exits

} Back ended performance fee charge at the end of fund tenure- strong alignment of interest

} Optimum compounding not affected by potential performance fee charge every year
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Research Methodology

Note: * FOB ςFamily Owned Business ; MNCςMulti-national corporations ; PSUςPublic Sector Undertakings ; PPF ςPure Professional Firms

} Top 500 as per market capitalization on 1-April-2009
} Only companies > 26% promoter / family holding (except in very rare and fit cases)
} Segregation into four categories i.e. FOB, MNC, PSU & PPF*
} Compare each category on Growth, Profitability, Productivity, Capital efficiency parameters etc.

} Universe of Entrepreneur and/or Family Owned Business

} Filter of minimum PBT = INR 100 crores (~ US$ 20 mn) was applied to the above FOB Universe

} Subjective evaluation by our research team on management quality, their past track record,
capital allocations decisions, executions capabilities, corporate governance standards etc. led to
elimination of 62 companies from the above list

} Detailed analysis on each of these companies including spreadsheets and valuation models
} 4 micro level filters ςa) minimum earnings growth rate of 25%, b) Capital efficiency (RoCE/RoE)

of 25%, c) Price-Value gap (margin of safety) of 25% d) Defined minimum levels of stock liquidity

} Indian Entrepreneur Fund
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Investment Process
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Conclusion

Invest in the Indian growth story by
investing in the Indian entrepreneurs

ñ ñ
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Fund Features

Name Indian Entrepreneur Fund

Launch March 26, 2010

Geography Indian Equities

Strategy Long only

Domicile Mauritius

Base Currency USD

Fund Structure Pooled/Commingled fund

Umbrella Fund India Emerging Opportunities Fund* (IEOF)

Umbrella Fund Size USD  184 mn  (as on 31st March 2011)

IEF Size USD  23 mn  (as on 31st March 2011)

ISIN/WKN TBD

Bloomberg Ticker TBD

Liquidity Weekly ( every Thursday )

Contd.

Note: * 1) IEOF is the flagship fund under !{YLaΩǎadvise. It facilitate creation of customized accounts under the defined strategy like Growth, Eagle

(Deep Value), Lighthouse (Infrastructure) & Strategic (concentrated) portfolios. 2) IEF is a pooled share class under IEOF.
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Fund Features

Service Providers

FII (Sponsors) CIM Asset Management Ltd., Mauritius

Administration Deutsche International Trust Corporation (Mauritius) Ltd.

Auditors Ernst & Young, Mauritius

Bankers & Custodians Deutsche Bank

Fee Structure

Minimum Investment US$250,000 ςUS $1 million Above 1  million 

Management Fee 1.25% p.a 1% p.a

Performance Fee
20% over 10% annualized hurdle
(to be charged at the end of fund 

tenure)

20% over 10% annulized hurdle
(to be charged at the end of fund tenure)

Exit Charges First Year : 3% ; Second Year : 2 %; Third Year: 1 %; > Three Years : Nil
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Fund Summary

Performance Snapshot ( % US$ )

2010 2011 (YTD March) 

Indian Entrepreneur Fund 20.63 (2.62)

BSE 500 16.22 (6.24)

Top 5 Sectors

Sectors Portfolio (% )

Consumer Discretionary 17.27

Pharma 14.95

Materials 13.95

Industrials 12.10

Financials 10.19

Cash 27.35

Top 5 Positions

Stock NAV (%)

Motherson Sumi Systems Ltd. 5.60

Shriram Transport Finance Co. Ltd. 5.34

Divis Laboratories Ltd. 5.08

Lupin Ltd.
5.07

Coromandel International
5.05

Total 26.14
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Investment Team 
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Investment Team

BharatShah

} Nearly two decades of experience in the Indian capital markets
} Represents comprehensive insights on the Indian capital markets
} Deep interface in Indian corporate world
} Stock picking is his special strength
} Won various national and international fund management awards from S&P, Lipper, Micropal etc.
} 2002ς2009 : CEO & Managing Partner, ASK Investment Managers

Current Responsibilities:
} Guidance and supervision of the investment team
} Involved in formation of investment strategy and framework and stock ideation, meeting company management,

portfolio reviews etc.
} .ƘŀǊŀǘΩǎunderstanding, relationship and access to company managements is a significant edge

Professional Background
} 1994-2002 : Chief Investment Officer, Birla Sun Life AMC Ltd. Bombay
} 1992-1994 : General Manager ςInvestments, Apple Finance Ltd. Bombay
} 1991-1992 : Head of Equity Research, Growmore Research & Asset Management Ltd, Bombay
} 1990-1991 : Controller ςCorporate Finance , JSB Securities Ltd, (JM Financial), Bombay
} 1987-1990 : Manager ςCorporate Accounts, Blow Plast Ltd, Bombay
} 1986 -1987 : Finance Executive, Asian Paints Ltd, Bombay

Educational Background:
} MBA, Finance, (Ranked 1st in class), Indian Institute of Management, Calcutta
} Chartered Accountant (Ranked 17th nation-wide), Institute of Chartered accountants of India
} Cost Accountant (Ranked in top quartile), Institute of Cost & Works Accountants of India
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Investment Team

Sumit Jain -Associate Portfolio Manager 

Current Responsibilities:

} ManagesIndianEntrepreneurFundand Lighthouse Infrastructure strategy

} Sector research responsibility of Infrastructure and Infrastructure related sectors

Professional Background:

} Sumit was associated with First Global Securities prior to joining ASKIM

} At First Global, he tracked the US Macro economy and global FMCG Companies. His write-ups have
appeared in leading US journals and magazines including Barrons in the year 2005.

Educational Background: 

} Masters in Management from Mumbai university

} Diploma in Business Finance (DBF) from ICFAI.

} Currently pursuing CFA
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Investment Team

GauravMisra -Portfolio Manager

Current Responsibilities: 

} Managesallinstitutions,familyofficemandatesunderGrowthstrategy

Professional Background: 

} 15yearsofexperienceinthefieldofequityresearchandPortfoliomanagement

} Hasworkedwith IL&FSInvestsmart,VickersBallasSecurities(PrivateEquity),AlchemyShare& Stock
BrokersandClassicShare&Stockbroking

Educational Background :  

} BachelorinEconomics(Hons.) fromSt. StephensCollege,Delhi

} M.B.A, IndianInstituteofManagement,Lucknow.
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About ASK Group
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The ASK Group

Money Management
In listed Indian equities

Financial Planning &
Wealth Advisory

India dedicated Real Estate
Private Equity Fund

ASK Group

ASK Investment Managers
(2002)

ASK Wealth Advisors
(2007)

ASK Property & Investment
Advisors (2009)



31

About ASK IM

Á Leading private money management firm in India

Á Singular focus on managing money in Indian equities

Á Long term investors, ΨƭƻƴƎƻƴƭȅΩstyle

Á Ψ.ƻǘǘƻƳ-ǳǇΩstock picking

Á Experienced team of 12 investment professionals

Á Clients include international pension funds, family offices & HNIs

Á International offices in Dubai, Sydney (London & Singapore by 2010)

Á Track record : From 2002-10, ASK IM portfolio* returned 30.56% CAGR vs. 21.55% CAGR for NIFTY

Note: 1) Performance of one of ASKôs longest running portfolios managed under  flagship óGrowthô strategy

2) Return in % INR  (Rupees)
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Investment Philosophy 

Á Key Tenets of our Investment Philosophy

ü Capital Preservation

ü Capital Growth

Á Our Investment Approach

ü Price the value rather than valuing the price

ü BuyάƎǊƻǿǘƘέbusinesses at άǾŀƭǳŜέprices

ü Disciplined investing into outstanding businesses

ü Seek compounding opportunities
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Disclaimer

RISKFACTORS:
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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Thank you

#254, Bandbox House, Dr. A.B Road, Worli, Mumbai ς400025

Bhadresh Soni, CEOςInternational Business

bsoni@askinvestmentmanagers.com

+91 22 6652 0133

mailto:bsoni@askinvestmentmanagers.com

