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Structural Changes in India's Capital Markets Can
Propel This Leader Forward
There was a time when market participants would look for cues about the direction of the market by closely
following the buying and selling activity of foreign investors. Because at that time, foreign investors played a
dominant role in the Indian markets.

But guess what,  this  has changed.  The foreign investors are no more in the  driver's seat in  the Indian stock
markets.

Domestic Investors Firmly in Control

The dominance of foreign investors has been challenged since FY16. The net investments by mutual funds have
exceeded foreign investor inflows in two of the last three financial years. FY16 to FY18 is the only three-year
period where net equity investments by mutual funds have exceeded foreign investors, and that too, by nearly
three times.

The most important fact to note here is that net equity investment by mutual funds in the three-year period FY16
to FY18 is greater than the aggregate investment of the last 18 years!

This is the reason why the recent market correction hasn't been as deep as the market crash of 2008-09.

This structural shift in the Indian stock markets is a positive sign, as it makes the markets less vulnerable to the
fickle nature of foreign investors.
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Domestic investors have begun pouring into the markets, and this is not just a temporary fad. SIP (systematic
investment plan) inflow data says that domestic investors are here to stay. SIPs have been gaining popularity
among Indian mutual fund investors.

The liquidity pouring into the markets through SIPs is relatively stable, reliable, and long-term money.

In the last three and a half years alone, SIP contributions have more than doubled from Rs 31 billion in April 2016,
to Rs 80 billion in January 2019.

Currently,  there are about 250 million SIP accounts through which investors regularly invest in  various Indian
mutual fund schemes.  As per  AMFI  data,  the mutual  fund industry  added an average  of  about  1 million SIP
accounts each month during the financial  year 2018-19,  with an average SIP size of about  Rs 3,200 per  SIP
account.

It is evident that domestic investors are not only warming up to the concept of mutual funds but are aggressively
investing in them.

Despite this, the potential for growth of the industry is huge. The total Assets under Management (AUM) to GDP
ratio of India stands at a mere 10% as of December 2018, way below the global average of 62%. Countries like
Australia and the US have AUM to GDP ratios of over 100%.

The relatively low penetration, creating an untapped market with favourable demographics of a young population
shows strong growth potential for the mutual fund industry.

Of course, even as an investor, you have the choice of investing in mutual funds or the stock of a good asset
management company.

The former is inevitable. But if you have a long enough investing horizon, the latter can be a compelling business
model that could offer returns several times the mutual fund would.
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Superior Distribution Network with a Wide Reach

HDFC Mutual Fund, thanks to the parentage of HDFC Ltd and the support of other HDFC subsidiaries,
has a superlative network and distribution. It has pan-India network of 210 branches and diversified
network of over 65,000 empaneled distribution partners, consisting of independent financial advisors
(IFAs), national distributors, and banks. The strong network apart from its very long track record are
HDFC AMC's biggest moat.

But the company plans to increasingly lean on technology initiatives to enhance its reach at a lower
cost.

According to CRISIL, technology is expected to play a pivotal role in Indian financial services sector. In
May 2017, SEBI allowed investments of up to Rs 50,000 per mutual fund, every financial year, through
digital wallets. The ease of on-boarding a customer with a centralized know your customer (KYC) model
and digital distribution are both expected to be huge enablers for fund houses like HDFC AMC.

The company is, therefore, focusing on maintaining a superior digital infrastructure. Plus, it is exploring
usage of data analytics, behavioural analysis tools for improved customer servicing and cross selling.

Even as the smaller AMCs make inroads into the mutual fund industry, through aggressive usage of
digital platforms, firms like HDFC AMC will have to use technology along with their  wide network to
sustain their moat.

Healthy Profit Margins

HDFC AMC has been in a different league when it comes to profitability versus its peers. Its return on
invested  capital  has  hovered  around  a  robust  36%  in  the  past  two  years,  compared  to  34% in  the
preceding two years.

Having  said  that  there  is  always  the  regulatory  risk  of  curtailment  in  asset  management  fees  and
reduction in the number of funds being offered.

Comparative Analysis of Top 5 AMCs (FY18 financials)

  

Quarterly Average AUM (Rs billion) 3,057 3,005 2,475 2,449 2,176

Market Share (%) 13.30% 13.00% 10.70% 10.60% 9.40%

Month-end AUM (Rs billion - Mar '18) 2,913 2,917 2,301 2,261 2,054

Total Revenues (Rs billion) 18.97 18.67 12.61 17.46 NA

Revenue as % of Average Annual AUM 0.67 0.67 0.55 0.74 NA

Net Profit (Rs billion) 6.26 7.22 3.22 5.05 3.31

PAT as % of AAAUM 0.22 0.26 0.14 0.21 0.17

Total Expenses (Rs billion) 9.47 8.05 7.77 10.39 NA

Total Expenses as % of AAAUM 0.33 0.29 0.34 0.44 NA

How Will HDFC AMC Improve Its Fortunes?
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Consistent Growth with a Long Runway

HDFC AMC has been a leader in the Indian mutual fund industry as demonstrated by its leading position
across key industry metrics.  It has been the most profitable asset management company in India in
terms of net profits since Fiscal 2013. Its AUM has grown at a CAGR of 33.9% since Fiscal 2001 and has
been the largest asset management company in India in terms of equity-oriented AUM.

The runway for growth is huge. The total Assets under Management (AUM) to GDP ratio of India stands
at a mere 10% as of December 2018, way below the global average of 62%.

The relatively low penetration, creating an untapped market with favourable demographics of a young
population shows strong growth potential for the mutual fund industry.

HDFC AMC being the market leader is poised to make the most of the opportunity.

Size No Longer a Moat

Unlike earlier, when large fund houses clearly had things going in their favour, it's the smaller and nimble
funds,  with  good track  records and low expense  ratios  that  have  been  winning  the  regulators'  and
investors' favour, of late.

In fact,  market  regulator SEBI  has expressed its  discomfort  with  the high concentration of industry
revenues and profits among a few large AMCs. And, therefore,  SEBI reviewed the total expense ratio
(TER) of mutual funds. The new expense ratio slab structure favours funds that are relatively small in
size over large funds.

Regulatory risk

Apart from expense ratio, large AMCs like HDFC AMC also face many regulatory risks such as tightening

Key Challenges for HDFC AMC
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of  fees  and  commissions,  cap  on  fund  expenses,  recategorization  of  schemes,  etc.by  the  market
regulator. Any such regulatory changes can materially hamper the business' growth prospects and affect
its profitability.

Of late, the markets regulator is looking into the role of mutual funds in lending to promoters through
pledged shares and other structures. Any negative regulatory action could affect any new business from
this front.

Attrition of Fund Managers

HDFC AMC, despite its existence of nearly two decades, had maintained a low annual average attrition
rate of 10.6%. Also, the attrition rate at the middle and senior management level is just 2.38%. Attrition
rate of the investment team (analysts and fund managers) has been on an average 2.98% over last four
fiscals. As on March 2018, the entity had over 1,000 employees on its payrolls.

Having said that, a higher attrition rate, especially in the investment team could pose a huge risk to a
large asset management company like HDFC AMC.

Economic and Market Risk

HDFC AMC operates in a cyclical industry and its business is largely dependent on financial markets and
general economic conditions. So, any adverse fluctuations in financial markets or adverse conditions in
the economy could cause a decline in the firm's AUM, which further will  have a direct bearing on its
revenues and profitability.

Also, while the firm enjoys a leadership position in top equity-oriented funds and earns higher margins
thereof, it also faces the risk of loss of business due to heavy redemptions from equity funds.

The performance of the company's schemes (in terms of offering returns over the longer term) is critical
to retaining its existing customers as well  as  attracting new customers, which is also an important
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factor in the growth of its AUM.

HDFC Asset Management Company (HDFC AMC) is the asset management arm of Housing Development Finance
Corporation (HDFC Ltd). Promoted by HDFC in 1999, Standard Life Investments (SLI) acquired 26% stake in HDFC
AMC in 2001, and now the company operates as a joint venture between HDFC and SLI.

Through organic growth and acquisitions, such as Zurich India and Morgan Stanley MF, the firm has grown to one
of the top two AMCs in India. In fact, HDFC AMC has been the largest AMC in India in terms of equity-oriented
AUM since the last quarter of FY11. It currently has around Rs 2.9 trillion of assets under management (AUM),
commanding a significant 13.7% market share in the industry. It is also ranked the most profitable AMC in the
country since FY13.

HDFC  AMC  enjoys  strong  patronage  of  the  HDFC  brand,  and  its  management  embodies  its  values.  Its
management has extensive experience in the asset management, banking and finance sectors with a proven track
record of performance. The company has been in operation for over 18 years. Its senior management team has
been with for an average of 13 years and has a total average work experience of 26 years. The management has
continued its consumer-centric focus and has been able to grow profitably without opening a lot of new schemes.

Mr. Milind Barve, Managing Director - Mr. Barve has a bachelor's degree in Commerce from University of Poona
and he is also a fellow of the Institute of Chartered Accountants of India. He has been associated with HDFC in the
capacity of general manager - treasury where he headed the treasury operations at HDFC for 14 years and was
responsible for the management of HDFC's treasury portfolio and for raising funds from financial institutions and
capital markets. He was also the head of marketing for retail deposit products and responsible for investment
advisory relationships for Commonwealth Equity Fund Mutual Fund and Invesco India Growth Fund.

Mr. Prashant Jain, Chief Investment Officer -  Mr. Jain holds a bachelor's degree in Technology from the Indian
Institute  of  Technology,  Kanpur  and  holds  a  post  graduate  diploma  in  Management  from  Indian  Institute  of
Management, Bangalore. He is also a designated Chartered Financial Analyst from the Chartered Financial Analyst
Institute,  USA.  He  has  been  associated  with  HDFC  AMC  for  over  15  years  and  was appointed  as  the  Chief
Investment Officer of our Company with effect from July 1, 2004. Prior to joining the company, he was associated
with  Zurich Asset  Management  Company (India)  Private  Limited and SBI  Mutual  Funds  Management  Private
Limited.

In order to further improve our risk analysis of companies we have come out with a revised Equitymaster Risk
Matrix (ERM®). The ERM® is broken down in to 4 sub heads namely industry risk, performance risk, management
risk and balance sheet risk. (For details please refer to the ERM® at the end of the report).

Regulatory Risk

Some businesses are subject to regulations by external  government agencies. These companies are
subject to regulatory risk since they do not have the liberty to operate in a free environment. Excessive
regulations can create bureaucratic hassles and impede growth. Thus, higher the regulation, higher is

More about India's Leading Asset Management Company

A Word About the Management

Key Management Personnel

Risk Analysis

6



the risk for any business. The asset management industry is governed by the Securities Exchange Board
of  India  (SEBI)  and  is  subject  to  wide  ranging  regulations.  Based  on  these  parameters,  we  have
assigned a rating of 3 to the company.

Cyclicality Risk

An  industry  cycle  is  characterized  by  an  upturn  as  well  as  downturn.  Businesses  whose  fortunes
typically  swing  with  industry  cycles  are  known as  cyclical  businesses.  Cyclical  businesses  do  well
during  an industry  upturn  and vice  versa.  On the  other  hand, there are  some businesses  based on
consumption stories that are non-cyclical. These businesses are immune to industry cycle changes and
have  less  risk.  In  short,  if  the  business  is  cyclical  higher  is  the  risk.  The  success  of  the  asset
management industry is closely linked to stock market growth which in turn is linked GDP growth as well
as other macro-economic factors. Based on this, we assign a rating of 3.

Competition Risk

Every industry is characterized by competition. However, some industries where entry and exit barriers
are  typically  low have  higher  competition  risk.  Low  barriers  mean  more  players  can  enter  into  the
industry there by intensifying competition. Low product differentiation also intensifies competition risk.
The asset management industry is a regulated sector in India. The entry barriers include brand building
and developing a  track  record,  which takes a  substantial  amount  of  time.  However,  there  is  decent
number of players operating currently. As such, we assign a score of 4 to the stock on this parameter.

Revenue Growth

Over the eight-year period (actual history of past 4 years and explicit forecast for the next 4 years) we
expect revenue CAGR of 12.7%. We assign a risk rating of 6 to the stock on this parameter.

Net Profit Growth

Over the eight-year period (actual history of past 4 years and explicit forecast for the next 4 years) we
expect net profit CAGR of 8.4%. We assign a risk rating of 4 to the stock on this parameter.

Operating Margins

Operating margin is a measurement of what proportion of a company's revenue is left over after paying
for variable costs of production such as raw materials, wages, and sales and marketing costs. A healthy
operating margin is required for a company to be able to pay for its fixed costs, such as interest on debt.
The higher  the  margin,  the  better  it  is  for  the company as it  indicates its  operating efficiency.  The
average operating margins over the 8-year period (actual history of past 4 years and explicit forecast for
the next 4 years) stand at 58% for HDFC AMC, which is exceptional. We therefore assign a score of 9
to the company.

Net Margins

Net margin is a measurement of what proportion of a company's revenue is left over after paying for all
the  variable  and  fixed  costs  inclusive  of  interest  and depreciation  charges.  Net  margin  is  the  final
measure of profitability. It reflects the total profits the company takes home. Higher the margin, better it
is for the company as it indicates better pricing power and effective cost management. The average net
margins over the 8-year period for HDFC AMC (actual history of past 4 years and explicit forecast for the
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next 4 years) stand at 14.6%. Hence, we assign a score of 8 on this parameter.

Return on net worth (RoNW)

RoNW is an important tool to assess a company's potential to be a quality investment by determining
how well the management is able to allocate capital into its operations for future growth. A RoNW of
above 15% is considered decent for companies that are in an expansionary phase. The average RoNW
over the 8-year period (actual history of past 4 years and explicit forecast for the next 4 years) stands at
34.5%. Thus, we assign a score of 9.

Earnings Quality

This measure helps us assess the quality of earnings reported by the company. For instance,  some
companies may follow aggressive accounting practices and recognize revenues earlier than warranted.
Earlier recognition of revenues boosts profits. However, at the same time they do not generate sufficient
operating cash flow (OCF). This signifies debtors are not liquidated on time as sales were booked in
advance. Such companies face working capital issues and their quality of earnings is poor. We assess
earnings quality by dividing operating cash flow to net profits. Higher the ratio better is the quality of
earnings. The average OCF/net profit ratio for HDFC over the 8-year period (actual history of past 4 years
and explicit forecast for the next 4 years) stands at 0.8 times. We assign a high score of 9 on this
parameter.

Transparency

Transparency is the key to any business. Transparency can be gauged by assessing the past dealings of
the company with various stake holders be it the customers, suppliers, distributors or shareholders. The
easiest way to gauge the same is checking the level of disclosures in the company's quarterly financial
updates  and  communication  with  minority  shareholders.  Most  importantly,  the  management's
willingness to explain its stance if there is a negative development in the company or stock shows its
forthrightness.  The  company  has  been  reasonably  transparent  with  information,  and  all  regulatory
disclosures have been followed. We assign a rating of 8.

Capital Allocation

Apart from honesty, capital allocation skills are equally important in assessing management quality. By
capital allocation we mean how the management chooses to deploy capital in the business or across
businesses.  Managements  that  have  in  the  past  destroyed  shareholder  wealth  by  diversifying  in
unrelated,  unviable  businesses  or  make  expensive  acquisitions  would  rank  low  on  this  parameter.
Further managements that focus on capital intensive growth at the cost of profitability would also fetch
a low rating. The management of HDFC has been reasonably successful in capital allocation and has
been disciplined in launching new funds. The management aims to grow its customer base through its
existing funds. As such, the allocation skills as such will be better judged in the times to come. We
assign a score of 7 to HDFC AMC on this parameter.

Promoter Pledging

Promoters typically pledge their shares to take a loan which is generally infused in the company. This
exercise is generally resorted to when all other sources of external liquidity dry out. The risk with this
strategy arises when share price falls. This triggers margin calls. If management is unable to provide
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some sort of a collateral to the lending party from whom the money is borrowed that party may sell the
shares to recover its money. This accentuates the share price fall. Hence, higher the promoter pledging
higher is the risk. With none of the promoters' equity being pledged we assign the score of 10.

Debt to Equity Ratio

A highly leveraged business is the first to get hit during times of economic downturn, as companies have
to consistently pay interest costs, despite lower profitability. We believe that a debt to equity ratio of
greater than 1 is a high-risk proposition. Since the company has zero debt, we assign a score of 10.

Interest Coverage Ratio

It  is  used  to  determine  how  comfortably  a  company  is  placed  in  terms  of  payment  of  interest  on
outstanding debt.  The interest  coverage ratio is calculated by dividing a  company's  earnings before
interest and taxes (EBIT) by its interest expense for a given period. The lower the ratio, the greater are
the risks. Since the company has virtually no debt, it doesn't have to make interest payments. Hence, we
assign a score of 10.

It may be noted that leverage, return generating capability, earnings quality and management risk get the
highest weight in our matrix. Hence, scores assigned to these factors influence the overall score.

Considering the above analysis, the total ranking assigned to the company is 99 that, on a weighted basis, stands
at 7.6. This makes the stock a medium-risk investment from a long-term perspective.

ERM®

Regulatory risk $ 3 5.0% 0.2

Cyclicality risk $ 3 5.0% 0.2

Competition risk $ 4 5.0% 0.2

Sales growth 6 5.0% 0.3

Net profit growth 4 5.0% 0.2

Operating margins 9 5.0% 0.5

Net margins 7 5.0% 0.4

RoIC / RoNW 9 10.0% 0.9

Earnings Quality (OCF/PAT) 9 10.0% 0.9

Transparency $ 8 10.0% 0.8

Capital allocation $ 7 10.0% 0.7

Promoter pledging $ 10 10.0% 1.0

Debt to equity ratio 10 10.0% 1.0

Interest coverage ratio 10 5.0% 0.5
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Updates On HDFC ASSET
MANAGEMENT COMPANY:

Add: Alert | Portfolio

Market Data

Price On Reco. Date (Rs) 1,347 (BSE)

CMP - BSE / NSE (Rs) 1,346 / 1,345

Change Since Reco.  -0.1%

52-week High/Low (Rs) 1,969 / 1,248

NSE Symbol HDFCAMC

BSE Code 541729

No. Of Shares 212.4 m

Face value 5

FY18 DPS 16.0

Dividend Yld (FY18 at current
prices)

1.2%

Free Float 17.2%

Market Cap (Rs m) 286,103

Premium Search

Rs 100 Invested Is Now Worth

View Updated Chart

Stock Price Performance

We
recommend
subscribers to
consider
buying the
stock of HDFC
Asset
Management
Company at
the price of Rs
1,200 or lower.

Final Rating# 99 7.6

*Excluding extraordinary gains
For qualitative factors, denoted by $ sign, lower the risk, higher the rating.
For any risk parameter if the score is below or equal to 4 it indicates high risk.
The risk score of these parameters is highlighted in red color.
For risk parameters where the score is above 4 riskiness is low.
The risk score of such parameters is highlighted in grey.

What gives us confidence about HDFC AMC's
prospects  is  a  strong  balance  sheet,  robust
quality of earnings and strong margins even in
the  times  when  the  business  has  been
challenged on multiple fronts.

Based on our estimates, we have arrived at the
target  price  Rs  1,730  for  HDFC  Asset
Management  Company,  from  FY22
perspective.

Despite  the  stock  commanding  premium
valuations since listing,  we have offered it  a
relatively  moderate  valuation  band.  So,  we  believe  that  the  current
valuations of the stock warrant some more margin of safety.

We recommend subscribers to consider buying the stock of HDFC Asset
Management Company at the price of Rs 1,200 or lower. This will require a
correction of about 11% from the current levels.

The  FY21  target  price  of  Rs  1,730  implies  a  CAGR  of  13%  from  the
recommended buy price in addition to the current dividend yield of 1.2%.

According to us, no single stock should comprise more than 3-5% of one's
portfolio. Please note that this allocation will vary from person to person.
For something that works best for you, we recommend you talk to your
investment advisor.

HDFC  AMC  operates  in  a  cyclical  industry  and  its  business  is  largely
dependent on financial markets and general economic conditions. So, any
adverse  fluctuations  in  financial  markets  or  adverse  conditions  in  the
economy could cause a decline in the firm's AUM, which further will have
a direct bearing on its revenues and profitability.

For HDFC AMC, over the 14-year period (actual history of past 10 years

Why Is the Stock Worthy of Investment?

Valuations Rationale
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  HDFC AMC Index*

Since Listing -27% -5%

* BSE Sensex

Shareholding (%, Dec-18)

Promoters 82.8

Banks, MFs, FIs 6.1

Other Institutions 0.9

Indian Public 9.3

Others 0.9

Total 100.0

and explicit forecast for the next 4 years),  the average annual earnings
growth  is  around  17.1%.  The  average  return  on  equity  over  the
fourteen-year period is expected to be about 36.9%.

The stock is currently trading at 34 times FY19 estimated earnings per
share. We have valued it at 25 times FY22 estimated earnings, which is at
the higher end of our valuation spectrum.

More On HDFC ASSET MANAGEMENT COMPANY
All Recommendation Reports | Latest Update | Latest Stock Quote

Financials At A Glance

Operating Income 14,425 14,800 17,598 19,533 21,682 24,067 26,714

Revenue Growth (%) 41% 3% 19% 11% 11% 11% 11%

Operating Profit 7,193 8,118 10,740 11,775 12,954 14,292 15,805

Operating Profit Margin (%) 50% 55% 61% 60% 60% 59% 59%

Net Profit 4,779 5,502 7,216 7,805 8,586 9,474 10,477

Net Profit Margin (%) 33% 37% 41% 40% 40% 39% 39%

 

Balance Sheet

Current Assets 11,193 13,188 16,209 16,209 16,209 16,209 16,209

Fixed Assets 312 312 328 328 328 328 328

Investments 1,599 1,688 6,395 6,395 6,395 6,395 6,395

Other Assets 985 714 677 677 677 677 677

Total Assets 14,088 15,902 23,609 23,609 23,609 23,609 23,609

               

Current Liabilities 2,565 1,759 2,099 2,099 2,099 2,099 2,099

Net Worth 11,512 14,229 21,600 21,600 21,600 21,600 21,600

Other Liabilities 11 (85) (90) (90) (90) (90) (90)

Total Liabilities 14,088 15,902 23,609 23,609 23,609 23,609 23,609

Valuations

Revenue (Rs mn) 14,425 14,800 17,598 19,533 21,682 24,067 26,714
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PAT (Rs mn) 4,779 5,502 7,216 7,805 8,586 9,474 10,477

Adj. EPS (Rs) 22.5 25.9 34.0 36.7 40.4 44.6 49.3

Price to earnings (x) 59.9 52.0 39.7 36.7 33.3 30.2 27.3

Price to sales (x) 19.8 19.3 16.3 14.7 13.2 11.9 10.7

Price to book value (x) 24.9 20.1 13.3 13.3 13.3 13.3 13.3

One of the key triggers of Rebirth of India is the inflow of long term foreign money into Indian businesses and
stock markets. And both got a shot in the arm over the past two months. Large foreign funds like Blackstone
committed additional funds to India. Meanwhile, American aerospace and defence major Lockheed Martin's joint
venture with Tata Advanced Systems Limited (TASL) has won the bid for manufacturing of some Indian defense
aircrafts.

Also, Indian Navy has signed a Rs 7 bn contract with Bharat Electronics, one of the Rebirth of India stocks, for
establishing an upgraded Naval Airfield Security System.

The management of Bharat Forge, another Rebirth of India stock, explained why Brexit may not be a long term
dampener for auto and auto ancillary companies exporting to Europe. UK is not the largest market in Europe by
any  standards.  But  geopolitics,  the  change  of  government  in  Germany in  the  near  future  and  the  trade war
between US and China are weighing down on the overall sentiment in Europe. However, the underlying demand for
vehicles has not changed.

Bharat Forge is focusing on its strategy of light weighting, setting up the Nellore facility and a new aluminium
forging facility in Europe. And expects these to offer tremendous growth opportunity in the coming years.

Most of the stocks that we recommended for the Rebirth of India opportunity reported encouraging results for the
December quarter. The details are in the results section.

However, given that these are long term opportunities, we would recommend that the short-term volatility in the
stock prices and earnings performances be ignored.

Castrol reported a 7.7% yoy rise in net profits to Rs 2.1 billion in the quarter ended 31 December 2018.

While castrol reported a 6.5% yoy rise in revenues to Rs 10.3 billion. Company's newly introduced products helped
drive sales growth. 80% of volume growth in 2018 is delivered through new products introduced in the last twelve
months. A weak rupee and increase dented margins of the company.

Castrol's board has approved an expansion investment plan of Rs 1.4 billion at state-of-the-art Silvassa plant. This
investment, spread over the next two years, will scale up capacity at the Silvassa plant by 50%.

UPL  reported  17.3%  YoY  growth  in  3QFY19  revenues,  with  over  60%  contribution  coming  from  international
markets.  The  company  witnessed  8%  YoY  growth  in  volumes.  All  key  countries  in  Latin  America,  with  the
exception  of  Argentina,  registered  strong  growth  in  the  quarter.  Revenues  in  Latin  American  market  grew
significantly by 26% yoy on account of successful fungicide  campaigns pushing sales,  currency stability  and
traction across insecticides in Brazil.

Rebirth of India Update

December 2018 Quarter Result Updates of StockSelect Open Positions
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India  business  remained  subdued  during  the  quarter  (down  21%  yoy)  due  to  inconsistency  in  rainfall,  lower
acreages during the existing rabi season and ban on use of organophosphorus compounds in several states.

While operating profit grew by 22.6% YoY, forex translation loses on trade receivables led to net profits falling by
5% YoY.

Cipla reported a 1.9% YoY revenue increase in Q3FY19, with revenues of Rs 39.1 billion in the quarter. Domestic
sales growth declined 1% YoY. Business in South Africa and sub-Saharan Africa, which generates a fifth of the
revenue, decelerated (down 11%), while North American sales surged 31% YoY. This was aided by new product
launches while  margins improved due to rationalization of  portfolio and product  ramp up.  Net  profits  for  the
quarter were down by 17% YoY as compared to the same period a year ago.

Cipla is targeting domestic revenues of around US$ 1 billion in FY19 from around US$ 0.9 billion in FY18.

However, the company is set to face multiple headwinds in the form of pricing pressures in Africa and India.

Lupin reported a 12.2% increase in revenue growth on a YoY basis for the December 2018 quarter. However, the
company reported Rs 1.5 billion loss due to an exceptional expenditure of Rs 3.4 billion related to Perindopril
litigation.

A European court in December had upheld a decision to impose a fine of 40 million euros (around Rs 324 crore) on
Lupin by the European Commission (EC) in a litigation over blood pressure lowering drug, Perindopri.

After consequent quarters of declining revenue, Lupin is finally seeing revenues stabilizing. Its US revenues rose
over 13.5% quarter on quarter.

While existing products drove most of the revenue growth, supply chain issues faced by its competitors helped
Lupin post a positive growth figure.

In the next quarter, Lupin expects growth to improve with the flu season commencing in the US market and also
from Solosec revenues, which it launched at the beginning of the last quarter.

Cochin  Shipyard  Ltd  (CSL)  reported  a  revenue  growth  of  16.5%  yoy  in  Q3FY19  led  by  a  strong  growth  in
ship-building revenue. Ship building revenues more were up 35.5% on a yoy basis to Rs 5.5 billion.

Ship repair revenue for the quarter however, declined by 20% yoy during the quarter ended 30 December 2018.
Positive sales growth propped up net profit, which was up by 14% yoy during the quarter.

The balance orders at hand stood at Rs 16 billion with contracts to be signed amounting to Rs 54 billion for eight
ASW SCW Corvettes. Phase-III IAC order, amount for which is not disclosed, is also yet to be signed.

ONGC reported a 64.8% yoy increase in net profit for Q3FY19. Profitability was led by higher realizations in crude
oil prices, despite a drop-in oil production. Revenue from operations grew by 20% during the quarter to Rs 277
billion. While revenue from offshore operations rose 19.1%.

For the quarter ONGC realized US$ 66.38 per barrel of crude oil it produced as compared to US$ 58.42 in the same
period a year ago.

ONGC's crude oil production for the quarter was lower by around 7% YoY while natural gas production saw a rise of
6.6% YoY in the quarter in focus.
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The company's board also approved payment of an interim dividend of Rs 5.25 per share.

Glenmark Pharma posted a 11.1% yoy growth in net profits for the quarter ended 31 December 2018, on the back
of robust sales in India, the US and Europe. Revenues for the quarter stood at Rs 25.6 billion as compared to Rs 22
billion in the same period a year ago, up 16%.

Glenmark transferred its orthopaedic and pain management India business, valued at Rs 63.5 million to Integrace
Pvt Ltd by way of a slump sale during the second quarter.

Glenmark's India Business grew by 15.4% in Q3FY19. US Business was up by 16.3% YoY in driven by launch of
certain limited-competition generic products.

Glenmark's strong hold in its domestic markets and its robust pipelines in its US generic business is expected to
drive future growth.

During the quarter, the company's board approved a plan to spin-off its innovation business into a new company in
the US.

Bharat Electronics Ltd reported 8.4% YoY growth in revenues and 68% YoY growth in profits during 3QFY19. As on
December 1, 2018, BEL's order book stood at Rs 484 bn (including export order book of US$ 104.5 m). Its sales
growth was primarily led by the strong execution and strength in service contracts. Operating margins also saw an
expansion of 4.8% despite mark to market forex loss. The company received orders of Rs 21.6 bn in the December
quarter.

As we had mentioned in our special update on the stock, we do see some margin pressures for BEL in the quarters
ahead. The correction in the stock has come on the back of the Ministry of Defence's sudden decision to cap the
margins on the defence projects, awarded on nomination basis, from 12.5% to 7.5%. So, it seems the company's
profitability from new projects will not be in line with what it has achieved in the past. Having said that, we believe
that the government's efforts in making India  a  defence manufacturing hub and the interest of MNC defence
majors like Lockheed Martin to partner Indian companies for manufacturing in the country, is a long term positive
for BEL.

At less than 10x EPS the current valuation of the stock is near historical lows.

LIC Housing Finance reported 16% YoY growth in overall and 14% YoY growth in individual loan book during the
December quarter of 2018. The entity witnessed 4% YoY growth in disbursements. Net interest margins remained
stable at 2.3%. The gross NPAs were 1.3% in December 2018. Although this is amongst the lowest in the sector,
but they are higher than LICHF's historical NPA ratios. Net NPAs were at 0.9% as against 0.5% in December 2017.
Net interest margins stayed stable at 2.3%. Net profit for the quarter grew by 3% YoY. The entity has maintained
average return on equity of 18% over past five years.

The stock is currently valued at 1.8x FY19E adjusted book value.

Yes Bank reported 42% YoY growth in advances and 29.7% YoY growth in deposits in 3QFY19. The growth in CASA
was modest at 13.5%. Although the net interest income grew by 41% YoY, the net profit growth came in lower at
4% YoY due to higher provisioning. Yes Bank's net interest margins (NIMs) remained stable at 3.3% this quarter.

The bank reported net provisions totalling to Rs. 5.5 billion for 3QFY19 out of which 5.7 billion was on account of
provisions made towards the exposures to IL&FS. The bank also added to its provisions on its security receipts
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book by an amount of Rs. 1.85 billion and took standard provisions of nearly Rs 1 billion. Yes Bank's gross and net
NPAs were at 2.1% and 1.2% of the loan book respectively.

The stock is currently trading at 1.8x FY19 estimated adjusted book value.

Rural Electric Corporation (REC) witnessed 52% YoY growth in sanctions and 24% YoY growth in disbursements in
3QFY19. The overall loan book grew by 20% YoY in 9mFY19, while net interest margin was at 3.9%. The power
financer reported 26% YoY increase in net profits for the quarter ended December 2018, mainly due to higher
revenues. Gross and Net NPAs fell to 7.6% and 3.9% in 3QFY19. Meanwhile provision coverage ratio stood at
47.7%.  The  entity's  capital  adequacy  ratio  and  return  on  equity  both  remained  healthy  at  16.8%  and  17.8%
respectively at the end of the December quarter.

The stock is currently trading at 0.7x FY19 estimated adjusted book value.

Axis Bank reported an 131% YoY jump in net profit for December 2018 quarter. This was on the back of healthy
loan growth of almost 18% YoY and higher net interest margins at 3.5%. The bank reported 18% YoY growth in
interest income in 3QFY19 following a 26% YoY growth in deposits. Retail loans grew by 20% and accounted for
49% of the bank's net advances. After a series of bad quarters, the bank's asset quality was seen to be improving.
Gross and net NPAs for the quarter stood at 5.7% and 2.4% of loan book respectively, while the provision coverage
ratio improved to 75% from 73% earlier. The capital adequacy (CAR) remains adequate at 16.4%. We expect the
bank to catch up on the lost growth momentum even as it improves its asset quality over the coming quarters.

The stock is currently valued at 3.2x FY19E adjusted book value.

HDFC reported 17% YoY growth in AUM and 24% YoY growth in individual loan book during the December quarter
of 2018. During the nine months ended December 31, 2018, 37% of home loans approved in volume terms and 18%
in value terms have been to customers from the economically weaker section and low-income groups segment.
The entity witnessed 18% YoY growth in net interest income. Net interest margins remained stable at 3%. The
gross NPAs were 1.2% in December 2018. Although this is amongst the lowest in the sector, but they are higher
than HDFC's historical NPA ratios. Net interest margins stayed stable at 3.5%. Net profit for the quarter grew by
27% YoY before considering profit on sale of investments and provision for loan losses.

Mahanagar Gas reported growth of 8.1% YoY in overall sales volume in December 2018. CNG sales volume grew
by 8.3%. Domestic sales volume grew by 11.6% while the industrial and commercial sector sales grew by 3.8% YoY.
Overall the PNG volume grew by 7.5%. The CNG volumes this quarter were impacted by the Ola / Uber strike and
school vacations during Diwali and Christmas. Net profit grew by 8.8% YoY.

The company had 3,700 industrial and commercial consumers at the end of December 2018. The company is now
operating 224 CNG stations supplying CNG to  6,72,000 vehicles.  Its  aggregate steel  and PE pipeline network
stands at 5,181 kms. The company is planning gas supply to major towns like Pen, Uran and Karjat through the
virtual pipeline network. In January 2019, the company has received critical permissions from various authorities
for laying pipelines in Raigad area. One CNG station was added during the quarter  and with this,  seven CNG
stations are currently operational in Raigad as on date.

Tata Motors reported consolidated revenue growth of 5% and standalone revenue growth of 1.5% in the December
quarter  of  2018.  While  operating  margins  improved  for  both  standalone  (0.6%)  and  consolidated  businesses
(2.3%), the losses at JLR dented the overall consolidated bottomline. Tata Motors reported consolidated losses of
Rs 269 bn in the December quarter. Weak sales in China and de-stocking impacted JLR. Management has cut its
guidance on volume growth of JLR in FY2019 and expects breakeven at EBIT level in FY2019. Retail sales of its
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Jaguar saloons and Land Rover sport utility vehicles (SUVs) fell 13.2% YoY, hurt particularly due to tariff changes
in  China  and  escalating  trade  tensions  between  the  Asian  nation  and  the  US.  We  believe  that  with  Brexit
uncertainties,  JLR will  continue to face challenges in the medium term. However,  the product launches in the
domestic market, which are the requisite building blocks for sustainability, could help the company redeem itself
from the challenging times.

IDFC First  Bank posted its  first  quarterly  loss  since  the  merger  with  Capital  First.  The bank's.  financials  are
therefore not comparable with the corresponding quarter  of FY18. The bank's capital adequacy ratio stood at
16.5% while the CASA ratio was 10.4%. 34% of the total loan book belonged to the retail category. While the net
interest margin was healthy at 3.3%, the bank will have to be particularly careful of its cost to income ratio which
is  currently steep at  78.7%.  The gross and net  NPAs are manageable at  1.9% and 1% respectively.  The bank
currently trades very attractively at about 1 time latest adjusted book value.

GE Shipping reported consolidated topline growth of 25% YoY while profits were up 204% YoY. The company's long
term net debt to equity stood at 0.4x. While operating margins improved marginally to 44.4%, the return on equity
moved up from 2.8% in 3QFY18 to 5.3% in 3QFY19. Average TCYs (Time charter Yields) for crude and product
tanker improved by 25% and 19% respectively. The order book stands at about 13% for crude tankers and at about
9% to 10% for dry bulk and product tankers.

CRISIL reported 11.5% YoY growth in revenues in 4QCY18; while profits were up 19.0% YoY. For CY18, the rating
agency witnessed 8.8% YoY growth in revenues; while profits were up 19.3% YoY. This is despite the fact that
during the year, issuances in the corporate bond market dropped by around 24% YoY. In the Advisory segment,
growth was led by Pragmatix, which was acquired in early 2018. During 2018, CRISIL paid three interim dividends
totaling Rs 19 per equity share of face value of Re 1 each. The company recommended a final dividend of Rs 11
per share for 2018. The total dividend for the year works out to Rs 30 per share.

Balkrishna Industries reported a 9% yoy rise in net profits to Rs 5.9 billion in the quarter ended 31 December 2018.

The company reported a 18% yoy rise in revenues to Rs 39.8 billion, with volumes growing by a healthy 7% yoy
during the quarter. Volumes for 9MFY19 reached 155,874 MT during the quarter. The company has a target of
210,000-220,000 for FY19.

Balkrishna's EBITDA margin was down from 30.3% to 25.3% due to higher raw material and employee costs. Other
expenses led by higher freight costs and higher branding costs, also weighed down on the margins.

Consequently, profit after tax was down 24% yoy, to Rs 1.45 billion,  with PAT margins for the quarter down to
12.1% from 16.3% in the same period a year ago.

During the quarter, the company recommended third interim dividend of Rs 2 per share for in addition to the Rs 4
per share already paid out in 1HFY19

Oil  India  reported  a  43%  yoy  rise  in  net  profits  to  Rs  12.3  billion  in  the  quarter  ended  31  December  2018.
Profitability was led by higher realizations in crude oil prices, despite a drop in revenues.

The company reported a 6.1% yoy drop in revenues to Rs 35.1 billion. Revenue from crude oil grew by 21% during
the quarter to Rs 27 billion. While revenue from natural gas rose 40.6% to 5.7 billion.

An upward revision of natural gas from October 2018 led to better realisations in the segment improving the
segment revenue as well as margin which saw a 7.6% jump yoy. Crude oil margins also saw a 5.7 yoy uptick.
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However, margins in the LPG segment saw a sharp 10.9% yoy contraction.

The company's board also approved payment of an interim dividend of Rs 8.50 per share.

Bharat Forge reported a 35.7% yoy rise in net profits to Rs 3.1 billion in the quarter ended 31 December 2018.

The company secured new orders worth US$ 6.5 million from commercial  vehicle (CV) and industrial  sectors
which allowed the company to report a 23% yoy rise in revenues to Rs 17.4 billion.

Domestic revenue in Q3FY19 grew by 17% yoy to Rs 6.7 billion and exports increased by 25% to Rs 9.7 billion.

The company said that CY2018 was a strong year for the North American Class 8 market, and that CY2019 outlook
for the market looks positive supported by a high backlog of 300,00 units coupled with high freight demand.

However, orders are expected to remain muted and reach normalized levels over the next couple of months.

The management expects demand to sustain in the forthcoming quarter as destocking in the CV sector is seen to
normalize.

Hero MotoCorp registered a year-on-year (YoY) volume growth of 8.1% in the December quarter of FY19. This was
on the back of high demand in the rural markets. The management expects the momentum in sales to continue on
the back of good monsoon, increase in minimum support price (MSP) lifting rural sentiments and government's
focus towards rural areas. Headlined by record sales numbers in September 2018, the company achieved its best
-ever sales performance for the second quarter of any financial year.

The net profit however fell by 4.5% year on year. The operating margins, as expected, were impacted by rising
commodity costs. The impact on profit this quarter was also on account of multiple temporary setbacks leading
to higher than normal inventory levels at dealerships.

The company it has appealed against an income tax demand of Rs 2,336.71 crore (including interest) pertaining to
re-assessment of Hero Investments Private Limited's (HIPL) income for financial year 2010-11 received during the
quarter. The demand has been raised on the company as HIPL got amalgamated with it from 2013.

Further, the board of directors declared an interim dividend of Rs 55 per equity share of Rs 2 each for the financial
year 2018-19.

On the valuations side, at the current price, the Price to Earnings ratio (P/E) for Hero MotoCorp stands at 14.6
which is lower than the long term average historical valuations for the company.

On a month on month basis,  the BSE Sensex was down by about 2%. Despite a  positive start  to the month,
domestic markets slipped from their highs after a surprise rate cut by the Reserve Bank of India.

The  interim  budget  announcement  added  to  an  already  volatile  macro  environment.  Further,  Reliance
Communications  bankruptcy  announcement  added  to  the  already  stressed  lending  sector  and  saw  volatility
throughout the indices. While the BSE Sensex has been able to hold fort, the smallcap and midcap indices are in a
carnage mode.

A dreary global scenario will only add to the uncertainty. Further as we move into an election year, markets are

Performance Review

17



expected to be volatile.

Rest assured, the latest correction is only a part of the process, and while even the safest of stocks seem to be
bleeding now, a recovery will follow if one sticks to the fundamentals and makes the most out of the volatility.

We'll be sure to keep an eye out.

In this month's performance review, there are changes in the views on some fundamentally strong stocks that
were already part of Open position. We have discussed about them below.

The stock of Axis Bank has rallied over the last one month and breached our revised target price. Considering this,
we sent out a special update asking subscribers to consider selling 50% of the stock of Axis Bank  at  current
prices. Subscribers can consider continuing holding 50% of the stock to make the most of the incremental growth.

You can read more here.

In the Performance Review table, click on the stock name to see past recommendations on it, click on the price as
on date to see the stock price chart and click on the current view to see the latest update and view on the stock.

StockSelect Open positions as on 22nd February 2019

ONGC 23-Jan-15 Buy 232 Under
Review

144 -38% Hold -

Axis Bank*** ~ 25-Aug-15 Buy 502 704 701 40% Hold ~ 0%

Glenmark Pharma 22-Dec-15 Buy 938 1,140 587 -37% Hold 94%

HDFC Bank 25-Feb-16 Buy 944 1,832 2,107 123% Hold -13%

HDFC 25-Feb-16 Buy 1,042 2,195 1,871 80% Hold 17%

Cipla 23-Mar-16 Buy 533 690 541 2% Hold 28%

Tata Motors 25-Jan-17 Buy 548 654 165 -70% Hold 297%

IDFC Capital First
Bank

23-Feb-17 Buy 63 84 45 -29% Hold 88%

IDFC Ltd 23-Feb-17 Buy 53 62 36 -33% Hold 74%

Lupin Ltd 31-Mar-17 Buy 1,441 1,507 761 -47% Hold 98%

Infosys 26-May-17 Buy 498 786 740 49% Hold 6%

LIC Housing
Finance

29-Dec-17 Buy 565 773 452 -20% Buy 71%

Rural
Electrification
Corporation

22-Jan-18 Buy 156 205 127 -18% Hold 61%

UPL Limited 28-Mar-18 Buy 728 1,059 824 13% Hold 28%

Bharat Electronics
Ltd

27-Apr-18 Buy 133 160 77 -42% Buy 107%

Mahanagar Gas
Ltd

23-May-18 Buy 796 1,161 863 8% Buy 34%
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GE Shipping 4-Jul-18 Buy 269 371 273 1% Hold 36%

Cochin Shipyard 6-Jul-18 Buy 426 585 342 -20% Buy 71%

Hero MotoCorp 24-Jul-18 Buy 3,101 4,364 2,626 -15% Buy 66%

Yes Bank 21-Sep-18 Buy 227 370 218 -4% Buy 70%

Castrol India 4-Oct-18 Buy 141 225 150 6% Buy 50%

CRISIL 19-Oct-18 Buy 1,473 2,066 1,560 6% Buy 32%

Bharat Forge^ 27-Dec-18 Buy^ 505 640 472 -7% Buy^ 36%

Balkrishna
Industries

7-Jan-19 Buy 884 1,176 859 -3% Buy 37%

Oil India 23-Jan-19 Buy 169 265 180 7% Buy 47%

***Change in view or target price
^Partial exposure: Buy 50% of total buy at recommended price.
~Hold 50% of total bought. Recommend selling 50% of exposure.
##Please note: Subscribers must note that stocks with the highest expected returns may not necessarily be fundamentally the safest ones to invest your money.
These stocks also need to be evaluated on various qualitative parameters like management quality, competitive advantage and stability in earnings and profit
margins. We strongly recommend subscribers to go through our latest updates on all stocks before making any investment decisions.

StockSelect Closed positions as on 22nd February 2019

Axis Bank ~ 25-Aug-15 Buy 502 697 39% 21-Feb-19

~ Recommend selling 50% of exposure.

As you are aware, the list of top stocks allows subscribers to choose a handful of Best buys from amongst our buy
recommendation. The 'must have' criteria for stocks to be eligible in the list of best buys are a high rating on the
ERM®. The additional level of filter will be their return potential over a period of three years. But as you understand,
the list will not be static but will evolve over time.

The valuations for most of the safest bluechips currently stand fairly expensive. The list for this month comprises
of Mahanagar Gas, Bharat Electronics, Castrol, CRISIL, Cochin Shipyard, Hero MotoCorp and Balkrishna Industries.

As you can see in the Performance review, there are several other stocks on which we have recommended buy due
to attractive valuations. However, most do not make it to the list of top 5 as their ERM® score do not meet the
stringent criteria for featuring in the list. As we had told you earlier, while we will aim to have 5 stocks in this list
every month, there could be exceptions once in a while.

Please do pay attention to our latest views on the stocks mentioned in this list every month. According to us, in a
scenario of ideal allocation of funds, bluechip stocks could be considered to comprise at least 60% of one's total
equity portfolio. Further, we believe that a single bluechip stock should ideally not form more than 5-6% of the total
portfolio. However, please note that this allocation will vary from person to person. For something that works best
for you, we recommend you talk to your investment advisor.

The Top Stocks to Consider Buying
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Here is our list of Top Stocks To Consider Buying

Mahanagar Gas

Bharat Electronics

Castrol

CRISIL

Cochin Shipyard

Hero MotoCorp

Balkrishna Industries

Warm regards,

Tanushree Banerjee (Research Analyst)
Editor, StockSelect

Tanushree Banerjee (Research Analyst), is the editor of Stock Select and, ValuePro
Equitymaster's oldest recommendation services. She is also the editor of
Equitymaster's most popular newsletter read by over 300,000 subscribers, The 5
Minute WrapUp. Tanushree started her career at Equitymaster covering the banking
and financial sector stocks and scrutinising RBI policies. Over the last decade, she
developed Equitymaster's research processes that helped us pick out various
multibaggers, across all sectors. A firm believer of "safety first" when it comes to

investing, Tanushree closely follows the investing philosophies of Warren Buffett, Jeremy Grantham, and Joel
Greenblatt.

Stock markets tend to be very volatile. And putting too much money in a single stock
can be very risky. In our view, large cap/ blue-chip stocks are the safest of the lot.
Because of their large size, they may not grow as fast as small caps or mid caps. But
they are relatively more stable and resilient to negative macroeconomic developments.
This keeps them in good stead over the long term and makes them reliable wealth
creators.

According to us, large cap/ blue chip stocks should comprise at least 60% of one's
total equity portfolio.  However,  a single large cap/ blue-chip should not form more

than 5-6% of the total portfolio.. This allocation will of course vary from person to person. For something that works best for you,
we recommend you talk to your investment advisor.

These are some of the Most Frequently Asked Questions on StockSelect. Please view the others here.

If the stock price runs up post the recommendation and trades at levels higher than the
buy price, should one still buy the stock?

Please  note  that  the  bluechip  stocks  typically  recommended  in  StockSelect,  in  general,  have  large  market
capitalization and sufficient liquidity. As such, a spurt in the stock price, if any, post our recommendation, would
be marginal. If the stock price moves up sharply, we recommend subscribers to consider waiting till  the initial

Where StockSelect Fits In...

Frequently Asked Questions
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volatility settles down and the stock falls back in the 'buy' zone.

Can there be an overlap or contrary views on the stocks recommended under this service
and that of the other Equitymaster services?

Each of our product teams, be it StockSelect, Hidden Treasure, Smart Money Secrets or The India Letter, has its own
unique screen and checklist for selecting and recommending stocks. In rare cases, where there is a compelling
proposition to recommend a stock in more than one service simultaneously, there could be an overlap in stocks.
There could be contrary views on the same stock in different services, only in rare cases, where the investing
tenure or the investing philosophy of the two products are very different.

What does 'Closed Position' mean?

StockSelect recommendations are meant to meet the target prices within a time frame of three years. So when the
stock meets target price or completes the time frame we 'close the recommendation'. However, since we keep
reviewing our assumptions and estimates for the stock even in the interim, the view or target price on the stock
may  warrant  a  change.  This  could  be  a  revision  upwards  or  downwards.  In  such  cases,  if  the  previous
recommendation  on  the  stock  is  no  longer  valid  we  close  that  recommendation.  So  we  essentially  close
recommendations either by giving a Sell view or putting out a changed view.

How to read the returns calculations?

For positions that are not closed returns are calculated from date of recommendation till date.

For closed positions, there can be two types of calculations.

Assuming we initially gave a Buy on a stock with no subsequent recommendations on the same stock.
In that case the calculation is fairly simple. The returns shown in this case is simply the change in stock
price from the date of recommendation till the date on which the position was closed.

Now let us take a case where we initiated with a Buy (1st position) and subsequently came with another
recommendation  (2nd  position)  on  the  same  stock.  Let  us  assume  that  the  subsequent
recommendation was also a buy.  In such cases,  the return calculation depends on whether the 1st
position is closed or not. If the first position is closed before we reiterate buy then the return on the first
position  will  be  calculated  as  shown previously.  However,  if  1st  position was not  closed  before  we
reiterated buy, then the return calculation is from the earlier buy recommendation till the date on which
the position was closed. Basically where we have reiterated view on a stock we try to show cumulative
returns. The same logic applies with Hold recommendations as well.

Now let us look at Sell recommendations. There can be two situations here.

If there is no recommendation subsequent to the Sell recommendation we show maximum drop in stock
price from date of sell recommendation till date.

If the Sell recommendation is followed up by another recommendation, we show maximum drop in stock
price between the two recommendation dates.

Basically we have tried to cover all hypothetical instances in this note that may help you better understand the
return calculations and closed positions of our recommendations. If you have any query pertaining to it please do
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write in to us for further clarifications.

Definitions of Terms Used

Buy recommendation: This means that the subscribers could consider buying the concerned stock at
current market price keeping in mind the tenure and objective of the recommendation service.

Hold recommendation: This means that the subscribers could consider holding on to the shares of the
company until further update and not buy more of the stock at current market price.

Buy at lower price: This means that the subscribers should wait for some correction in the market price
so  that  the  stock  can  be  bought  at  more  attractive  valuations  keeping  in  mind the  tenure  and  the
objective of the service.

Sell  recommendation:  This  means that  the  subscribers  could  consider  selling  the stock at current
market price keeping in mind the objective of the recommendation service.

DISCLOSURES UNDER SEBI (RESEARCH ANALYSTS) REGULATIONS, 2014

INTRODUCTION:
Equitymaster Agora Research Private Limited (hereinafter referred to as "Equitymaster"/"Company") was incorporated on October 25, 2007. Equitymaster is a joint
venture between Quantum Information Services Private Limited (QIS) and Agora group. Equitymaster is a SEBI registered Research Analyst under the SEBI (Research
Analysts) Regulations, 2014 with registration number INH000000537.

BUSINESS ACTIVITY:
An independent  research initiative,  Equitymaster is  committed  to  providing honest and unbiased views,  opinions  and recommendations on various  investment
opportunities across asset classes.

DISCIPLINARY HISTORY:
There are no outstanding litigations against the Company, it subsidiaries and its Directors.

GENERAL TERMS AND CONDITIONS FOR RESEARCH REPORT:
For the terms and conditions for research reports click here.

DETAILS OF ASSOCIATES:
Details of Associates are available here.

DISCLOSURE WITH REGARDS TO OWNERSHIP AND MATERIAL CONFLICTS OF INTEREST:

'subject company' is a company on which a buy/sell/hold view or target price is given/changed in this Research Report.a. 
Equitymaster holds 1 share each of Lupin Limited,  Bharat Electronics Limited, HDFC Limited, Mahanagar Gas Limited, IDFC First Bank as per the guidelines
prescribed by the Board of Directors of the Company. The investment is made for research purposes only.

b. 

Equitymaster has no other financial interest in Lupin Limited, Bharat Electronics Limited, HDFC Limited, Mahanagar Gas Limited, IDFC First Bank.c. 
Equitymaster has no financial interest in any other subject company.d. 
Except for 'HDFC Limited and IDFC First Bank' Equitymaster's Associate(s) have no financial interest in any other Subject Company forming a part of this report.e. 
Equitymaster's Research Analyst or his/her relative doesn't have any financial interest in the subject company.f. 
Neither Equitymaster, it's Associates, Research Analyst or his/her relative have actual/beneficial  ownership of one percent or more securities of the subject
company at the end of the month immediately preceding the date of publication of the research report.

g. 

Neither Equitymaster, it's Associates, Research Analyst or his/her relative have any other material conflict of interest at the time of publication of the research
report.

h. 

DISCLOSURE WITH REGARDS TO RECEIPT OF COMPENSATION:

Neither Equitymaster nor it's Associates have received any compensation from the subject company in the past twelve months.a. 
Neither Equitymaster nor it's Associates have managed or co-managed public offering of securities for the subject company in the past twelve months.b. 
Neither Equitymaster nor it's Associates have received any compensation for investment banking or merchant banking or brokerage services from the subject
company in the past twelve months.

c. 

Equitymaster has not received any compensation for products or services other than investment banking or merchant banking or brokerage services from the
subject company in the past twelve months. Equitymaster's Associate has received compensation for products or services other than investment banking or
merchant banking or brokerage services from Axis Bank Limited under a service agreement;

d. 

Neither Equitymaster  nor it's  Associates have received any compensation or other benefits from the subject  company or third party  in  connection with the
research report.

e. 

GENERAL DISCLOSURES:
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HDFC Asset Management Company
(ValuePro)

Dec 4, 2018

There is an urgent need to deepen and broaden the
formal pension system in India.

HDFC AMC IPO: Do Valuations Leave Enough on
Table for Investors?
(IPO)

Jul 20, 2018

Should you subscribe to the IPO of HDFC AMC Ltd?

More Views on News      Recommended Reading

The Research Analyst has not served as an officer, director or employee of the subject company.a. 
Equitymaster or the Research Analyst has not been engaged in market making activity for the subject company.b. 

Definitions of Terms Used:

Buy recommendation: This means that the subscriber could consider buying the concerned stock at current market price keeping in mind the tenure and objective
of the recommendation service.

a. 

Hold recommendation: This means that the subscriber could consider holding on to the shares of the company until further update and not buy more of the stock
at current market price.

b. 

Buy at lower price: This means that the subscriber should wait for some correction in the market price so that the stock can be bought at more attractive
valuations keeping in mind the tenure and the objective of the service.

c. 

Sell  recommendation:  This  means  that  the  subscriber  could  consider  selling  the  stock  at  current  market  price  keeping  in  mind  the  objective  of  the
recommendation service.

d. 

Feedback:

If you have any feedback or query or wish to report a matter, please do not hesitate to write to us.

Axis Bank: Target Price Met - Worth Holding
on?
(StockSelect Special Report)

Feb 21, 2019

With Axis Bank hitting its revised target price, is it
worth holding on to the private sector lender?

Look for Promoter Pledging in Companies Before
You Invest
(Sector Info)

Feb 21, 2019

The  past  few years  has  disturbingly  witnessed  a
rising  trend  in  promoters  pledging  their  holdings.
Why is dalal street worried about it? Read on...

Chalet Hotels IPO: Should You Bet on This
High-End Hotel Chain Owner?
(IPO)

Jan 29, 2019

Should you subscribe to the IPO of Chalet Hotels
Ltd?

Does Maruti Suzuki's Poor Performance Indicate
a Rough Ride for the Automobile Industry?
(Sector Info)

Jan 28, 2019

Automobile  companies  have  been  facing  tough
times  as  sluggish  auto  sales,  macro  trends,  etc.;
impacted investor sentiments. So, should you stay
away from auto stocks?

Oil India Ltd.

MORE ON HDFC ASSET MANAGEMENT COMPANY MORE STOCKSELECT
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