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Investment Case EOF

INDIA OFFSHORE FUND

What should investors desire?

CAPITAL
Foll
[ PRESERVATION ] ollowed by [ OROWTH ]

AnA Yy @ S bdstbdiitprotect capitalfrom erosiondependson:
A Qualityof business
A Valuationof business

Advised by

Note:
A KAa




Key Attributes of such businesses EOF

A Suchabusiness
A May not be the largest
A May not be the fastestgrowing but

A Should be of exceptional quality combined
with minimum annual earningsgrowth of 12
to 15%

A Earningsand businessmodel of such a business
would typicallybe:

A Selfreplicating
A Comprehensible
A Sustainable
A Consistent
A Predictable

INDIA OFFSHORE FUND

/ Buying a bad \

Buying a goo
business at business at
high price low price
Advised by
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Introducing: Life Fund EOF

INDIA OFFSHORE FUND

Objective:

A Theprimaryobjectiveof Life Fundisto deliversteadylongterm compoundingeturnsfrom a portfolio of
high quality companiesthat have demonstrated superiorcapital efficiency,are run by highly reputed
managementsare leastcapitalintensiveand haveprovenbusinessnodels

Portfolio Characteristics and Construct:
A Investin companieswith strongunderlyingbusinessesvith
a) consistentoperatinghistory
b) strongoperatingcashflows
c) low capitalintensityand
d) highreturn ratios
A Focuson superiorpedigreeof managementhat haveconservativeapproachto capitalraising

A Emphasi®n exceptionallyhighquality companieswith highROEandROCE

Advised by

INVESTMENT MANAGERS

A Endeavoto providesteady compoundinggrowth
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Life Fund : Executive Summary EOF

INDIA OFFSHORE FUND

Exceptionalihighquality businesswith superiormanagemenpedigree
Enoughcashflowsto sustainand nurture businesgrowth
ExceptionalhighROCE

Empiricalkevidenceof highdividendpayoutswith increasinglividends

Minimum or no dilution of capital

o Io Do Do Do I»

Empiricaltests show that market capitalizationcompoundingin line with or greaterthan the
earningsgrowth

T

Minimum 12 ¢ 15%annualearningsgrowth on acompoundedannualbasis

o

Empiricakevidenceof non-destructionof A Y @ S &véaRhXha longterm

A Idealfor investorsseekingisingyieldsand compoundingof returns

Advised by
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Life Funct 4 Pillars [=OF

INDIA OFFSHORE FUND
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Life Fundg Focus on stability EOF

INDIA OFFSHORE FUND

Money Market Portfolio'

I Fixed Income Portfoli4

Life Fund

Large Cap Portfoli:'

I Flexi Cap Opportunistic Portfoli‘

Mid Cap Portfolio'

Small Cap / Deep Value Portfol'o Advised by

Note: Portfolios given are for illustration purposes only. ASKIM does not offer the above named products. NN LA M NRTERS




Life Fund; Portfolio Construct EOF

INDIA OFFSHORE FUND

Themes Stock examples

ITC, Sun Pharm&laxq Housing Development Finance

Consistent Operating History Corporation

V)

Strong Operating Cash Flow ITC, Castrol, Nestle, Colgate

Low Capital Intensity Nestle, CRISIL, Titan, Infosys

High Return Ratios Castrol, Nestle, CRISIGlaxqg Colgate

Advised by

Strong underlying business with steady growth is a key feature of all companies mentioned above. Tanie
mentioned above are only some examples and may or may not form part of the investment portfolio.,

IMENT



Markets regard these as superior businesses EOF

INDIA OFFSHORE FUND

PAT Vs Mkt Cap Movement over past 10 yrs

1200
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/
N
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—— MKkt Cap ——PAT

Life Theme companies have added to the market capitalization at a faster rate than earnings growth

Advised by
Note:

MBacktesting for companies that generated ROCE (Return on Capital Employed) of more than 25% on an average over the past
ROCE of 15% in each of the past 5 years among listed Indian companies with a minimum market capitalization of RsndDfre

Mlease note that stocks in the actual Portfolio may be different from theteatdd portfolio. The baetesting is only inteneld to showc
Theme and not the expected performance of the actual portfolio. N A L MU ERS
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Consistent and High Return Ratios [=OF

INDIA OFFSHORE FUND
ROCE and ROE over the past 10 years
60%
N
40% /
0, —
20% /
10%
0% I T I I I I T I T 1
FY0O2 FYO3 FYO4 FYOS5 FYO6 FYO7 FYOS8 FYO9 FYL10 FY11
= ROE = ROCE
Advised by

Note:

Macktesting for companies that generated ROCE (Return on Capital Employed) of more than 25% on an average over the past 5
ROCE of 15% in each of the past 5 years among listed Indian companies with a minimum market capitalization of RsnIDdrendmo

Mlease note that stocks in the actual Portfolio may be different from theteatéd portfolio. The baetesting is only inteneld to showcas
Theme and not the expected performance of the actual portfolio. NN LA M NRTERS




Managements willing to part with free cash [=OF

INDIA OFFSHORE FUND

Dividend Payout Ratio

35

32 \/\

N

) \v/\
\
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= | ife Theme = BSE 200

Life Theme companies generate high ROCE combining with low capital intensity resulting in a high
dividend payout Advised by
Note:

ABacktesting for companies that generated ROCE (Return on Capital Employed) of more than 25% on an average over the past
ROCE of 15% in each of the past 5 years among listed Indian companies with a minimum market capitalization of Rsn3Déte

Mlease note that stocks in the actual Portfolio may be different from theteatdd portfolio. The baetesting is only intened to sho\wpq AR
Theme and not the expected performance of the actual portfolio.
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Consistent Positive Long Term Returns I:OF

INDIA OFFSHORE FUND

A Stocks in the Life Theme have delivered
consistent positive returns historically on 5
year periods over the last 10 years.

5 Year Rolling Returns (CAGR, Daily Rolling)
80%

60%

A.M A Stocks in Life Theme have displayed
f consistent outperformance over the
40% A benchmark. The benchmark BSE 200 even
f/“/ W W gave negative returns over 5 year periods at
20% (m"’MY W‘-- WM-"\JAM‘\V\

various instances.

A The focus of the Portfolio will be on bluest of
blue chip companies with superior pedigree

0% of management with an aim to provide

stable returns over the long term period.

0% wﬂl\v T T T T T T T T T T T

o~ M~ N Mmoo s s N oW WO w o~ ™~ 000y O O — 9~ 9™~
2528333838338 883833 3537
SooT s s s s s s s s S A Empirical evidence of nedestruction of
——Life Theme ——BSE 200 AYy@SauzNQa ¢St uK 20S

Note: )
MBacktesting for companies that generated ROCE (Return on Capital Employed) of more than 25% on an average over the patt & yég\r/g]%dn?y

ROCE of 15% in each of the past 5 years among listed Indian companies with a minimum market capitalization of Rs. 500 cr.
ARolling returns are calculated for 5 year periods on a daily basis over the last 10 years@danZ12.

Mlease note that stocks in the actual Portfolio may be different from theteatdd portfolio. The baetesting is only intened to showcas
Theme and not the expected performance of the actual portfolio.




Better Risk Adjusted Returns [=OF

INDIA OFFSHORE FUND
Risk Adjusted Returns

2.5

5 |
15 -

1

0 - .

Life Theme BSE 200

Note:
MBacktesting for companies that generated ROCE (Return on Capital Employed) of more than 25% on an average over the patt & FREUBsH DY
ROCE of 15% in each of the past 5 years among listed Indian companies with a minimum market capitalization of Rs. 500 cr.
ARolling returns are calculated for 5 year periods on a daily basis over the last 10 years4damZ12. Risk Free Returns assumed a
Adjusted Returns calculated as Portfolio Returns minus Risk Free Rate divided by the Standard Deviation of the Pamntolio Retu

Mlease note that stocks in the actual Portfolio may be different from theteatéd portfolio. The baetesting is only intened to showcas ASK.
Theme and not the expected performance of the actual portfolio. INY R L AL RS




Resilience of Life Theme EOF

INDIA OFFSHORE FUND
During Market Crash of 2008 - 09 During Recoveryin 2009 - 10 During Bear Period in 2011
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Stocksin Life Portfolio = PBSE 200 Stocksin Life Portfolio = BSE 200 Stocksin Life Portfolio  ===BSE 200

Life Theme stocks exhibited defensive

characteristics during market crash of

2008-09

Note:

MBacktesting of stocks in current Life Portfolio during Market Crash and Recovery assuming equal weights for all the stotiksah portfolio

Aviarket Crash Period fromi"8an 2008 to 8 Mar 2009

MMarket Recovery Period fronf'®ar 2009 to ' Nov 2010

And Market Bear Period from'SNov 2010 to 20 Dec 2011
Mlease note that stocks in the Portfolio change from time to time based on the Portfolio Manager view. The analysisisydbeestocks in the Port

January 2012 and the results do not in any manner indicate future performance of the Portfolio.

Life Theme stocks have outperformed Life Theme stocks have outperformed

market indices during market rally of market indices by a large margin during
2009- 10 bear period of 2011

Advised by

INVESTMENT MANAGERS
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Strong Long Term Performancéife Theme [=OF

INDIA OFFSHORE FUND
5 year period till Jan 2012
400
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55588888322 ¢% %3¢
S
| i — BSE 200
Life Theme stocks have outperformed market indices over a 5 year
period Advised by

Note:

BBacktesting of stocks in current Life Portfolio assuming equal weights for all the stocks in a notional portfolio
MPlease note that stocks in the Portfolio change from time to time based on the Portfolio Manager view. The analysisiigdba@\t\gg
Portfolio as on January 2012 and the results do not in any manner indicate future performance of the Portfolio. W
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Life Portfolioc Current Investment Themes -“OF

INDIA OFFSHORE FUND
FMCG:
ALYRAFIQ& LISNJ OFLAGFE D5t (02 3aANRg |G 20SN mMu:
consumer demand.
ALYRAIFIQ& ! {5 HH O0Y Cal/D YIFINJSOG oAttt o06S | €I N
A Consumers monopolies have built in advantages like strong brands with steady growth, Strong

distribution network, strong cash generation and large size of opportunity in an under penetrated

country like India.
Pharma:

A Global generic market is likely to grow to USD 135 bn by 2013 (CAGR of 9%)

A Size of domestipharmamarket stands at USD 10 bn growing at1B%. With low penetration of
allopathic medicines, changing lifestyles and urbanization, we expect the growth rate to continue
over the next few years

A Pharma demand is largely independent of the economic cycles
Banking and Finance:

A Credit is under penetrated in India with Credit to GDP ratio standing at 52% in Fy10 which is muc
lower as compared to other developing / developed economies. Advised by

A As the economy grows, we believe that need for credit will accelerate at the rat@xfeal (@IRE
growth. We expect bank credit to grow at 2Z26% over the next few years. ASK

INVESTMENT MANAGERS
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Case Studyg Consistent Operating History [=OF

INDIA OFFSHORE FUND

HDFC

A HDFGs India'slargestprovider of housingfinance, primarily
focusingon retail housing(70%of loan book)

A HDFQaswith the help of its deepdomainknowledgein real o _
] ) HDFC - Pre Provisioning Profits (INRCr)
estate,developedstandardprocessesvhich hashelpedit to

5000
grow at a consistentpaceover past10¢ 15years| 5 C/

loanbook hasgrownat a consistentCAGRf 23.5%o0verpast 4000
15 yearswhile PAThascompoundedat a CAGRf 21% 3000
A Size of Indian Mortgage opportunity remains huge as 5000
Mortgage penetration is low at about 6% of GDP as
comparedto 12-20% in the emerging markets leadingto 9% j I
massivehousingshortage(24.7mn. asper lastcensus) 0 - . . . . .

FYO6 FYO7 FYO8 FY09 FY10 FY1l

A The company with its strong brand recall, superior real

estate knowledge and strong distribution network to Source: Capitaline

continue to compound its loan book at 20 - 25% going Advised by
ahead
A AverageDividendPayoutRatiofor the past5 years: 37%

INVESTMENT MANAGERS
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Case Studyg Strong Operating Cash Flows [=OF

ITC

A ITCwasincorporatedin 1910and today it dominatesindia's
USD2.6 bn cigarettes market with 82% market share by
value (71% by volume), which is ~8x that of its nearest
competitor.

A L ¢ /b@essmodel enablesstrong cashgeneration Over
past 5 years ITChas generated cumulative operating cash
flow of USD4.3 bn (i.e., USD780 mn of annualcashflow).
We believe that L ¢ /ciQaaette businesswill continue to
generatesignificantamountof cashflow goingforward.

A Thelongterm growth potential for cigarettesis huge given
its low share (15%) in tobacco consumption India's per
capita consumption of cigarettesis 85 sticks per capita
versus844 sticksworld averageand offers a huge scopeof
upgrading bidi users to cigarettes (since bidi outsells
cigarettesin Indiaby ~10x).

A AverageDividendPayoutRatiofor the past5 years: 53%

INDIA OFFSHORE FUND

ITC - Operating Cash Flow (USD Mn)
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Source: Capitaline
Advised by
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Case Studg Low Capital Intensity [=OF

INDIA OFFSHORE FUND

Nestle

A Nestlehasa marketshareof ~85%in the USD330 mn infant

foods and nutrition category,with successfubrandssuchas
Cerela¢ Nestum (infant food), Lactogen NIDO (infant and Nestle - Capex (USD Mn)
children milk) etc and contributes 46% of O 2 Y LJI sAlésQ 120
Nestle'sMaggi Noodleshas 80% market sharein the USD 100

290mninstantnoodlescategory 30

A b S & Gstréh@liusinessmodel leads to strong cashflow 6o
from operationswhich cumulativelyoverthe last5 yearshas

40
been ~USD660 mn. The businessmodel requires minimal
. . . . . . 20
capital for growth which is depicted by cumulative capital I

expenditurefor the last5 yearsat ~US270mn. 0

CY06 cYa7s CY08 CY09 CY10
A We believethat readymadefood productsand easyto-cook

. . : . Source: Capitaline
food items havea huge growth opportunity asdiscretionary

incomesrise and working women adopt these products for Advised by
their families -
A AverageDividendPayoutRatiofor the past5 years: 75% ASK
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