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Moderator: Good evening, ladies and gentlemen. Welcome to the outreach call hosted by PPFAS Mutual
Fund. The fund is represented by Chief Investment Officer, Mr. Rajeev Thakkar and Fund Manager, Mr.
Raunak Onkar, Mr. Raj Mehta and Mr. Rukun Tarachandani.

We will begin with an overview of the overall environment and how our equity schemes are positioned by
Chief Investment Officer Mr. Rajeev Thakkar. This will be followed by the Q&A session. Questions posed
in the Google form which accompanied the invitation to this call will be answered first. Fund Managers Mr.
Raunak Onkar will read them out and also answer those of which are relevant to him. Post that we will
take live questions in connection with Parag Parikh Flexi Cap Fund or Parag Parikh Tax Saver Fund in
case time permits. As a reminder all participant lines will be in the listen only mode. Please note that this

conference is being recorded. I will now like to hand the conference over to Mr. Rajeev Thakkar. Thank
you and over to you sir.

Rajeev Thakkar: Thank you. Good evening and welcome to all the participants for taking the time out
and attending this conference call. I will start with a brief overview of where we are and how we see the
environment. I'll talk briefly about the organization and the two equity schemes for those who are new to
the organization or to the funds and then we'll proceed with the Q&A. Despite all the turbulence that we
see in the overall marketplace if we simply step back a bit and look at it from a longer-term perspective,
we have had a few very turbulent years. We had the big COVID crash in March and April of 2020. Then
we saw a very steep rebound and we touched all-time highs pretty soon after that in a year’s time or so
which was surprising to most and recently, we have seen a big correction from the highs that we saw. But
if you look at it from pre COVID levels of let’s, say Nifty of about 12,000 odd to currently about (+15,000)
Nifty that we are at, it's been a normal equity journey in that sense, equity cannot give outsized returns
year after year and it's always accompanied by some volatility on the downside or on the upside. But for
people who pay the course it delivers a reasonably good returns over the longer term in most cases. As
such there's not much different in the current environment. People who have been in the markets for a
long period of time have seen these kinds of ups and downs on numerous occasions.

About the outlook from here and what we see in the future; so even interest rates inflation what is there in
the headlines today, it's not something that is very-very unusual. What was unusual actually was the
extremely low levels of interest rates that we saw and this trend started right since 2008 where interest
rates were cut post financial crisis and gradually, we kept on seeing low interest rates for a while. But
essentially in India we are back to interest rates of about 7.4 or 7.5 on the 10-year government bonds
which surprisingly were interested prevalent not very long back. So, in February of 2019 these kinds of
rates were there and which is just about (+2) years back. Again, it's not that something very dramatic has
happened in terms of interest rates so far. Again, US bond yields for example of three quarter on a
10-year basis, these rates were again prevalent sometime in late 2018 for the US markets. So, on the
interest rates nothing very dramatic has happened. Inflation yes, is high but we have to see it in context of
production losses in the COVID period and where massive amounts of fiscal and monetary support was
given and which really protected the demand well at the other end curtailing supply in a very big manner.
So due to the base effect in terms of people getting used to the new higher prices and some of the input
costs and again currently there's this war premium built into a lot of the energy and commodity prices. So
once these start easing off in about 6 to 12 months’ time we should probably not have this is too much of
a worry and probably we'll start worrying about some other things.

Valuation wise some segments of the market have been overvalued for a long period of time. We have
been talking about this especially the consumption related names the FMCG and consumer facing
stocks, the price-earnings multiples of 7,000-8,000-9,000. Those kinds of things are very-very high.
Those haven't fully gone away despite the correction. Also, some of the newer listed companies which
are more in terms of venture capital kind of investments where there's promise of future profitability and a
great market share but currently, they are in a cash burn stage. So, these two segments seem expensive.
But other than that, if we look at the private sector, banking space for example if you look at some of the
energy and utility kind of companies, those are at very-very normal valuation levels. In fact, in many

cases very attractive valuations as well. Also, the export facing companies, so IT services and all are
reasonably valued. So, I don't see a problem with valuations on an overall basis. Sure, there are pockets
where valuations seem a bit stressed and we are likely staying away from those pockets of overvaluation.

About our scheme; so, we have largely two equity schemes from our fund house. One is the flexi cap
fund which has a mandate to invest across market capitalization and across sectors and up to 35% of the
investments can be in overseas stocks as well. So, people would know that the industry wide limit was hit
sometime in January, early February. Since then, we haven't been able to buy additional foreign stocks.
So that situation continues. There's been no communication from RBI in terms of increasing the overall
industry limits and especially given the trade deficit and the weakening rupee. It may not happen on an
immediate basis. That's our guess. We don't have any other information as such. So, for the time being
we are invested to the extent what we have in terms of the foreign stocks and additional stocks are not
being purchased. But again, even overseas the tax base has got them beaten down quite severely but
the kind of companies we have invested in have been the cashflow generating businesses where we
value them on conventional basis rather than again this startup kind of cash-burn businesses where there
is no profitability and they're continuously dependent on additional fundraisers to run their operations. On
a fundamental basis we are very comfortable owning the companies that we own. So why only two
schemes or why only a flexi cap and a tax saver where fund which largely mirrors the Indian portion of the
flexi cap. I believe that unnecessarily launching new schemes and splitting our ideas across various
schemes does not really help anybody. The best ideas that we have, we avail of them in the two schemes
that we run and the fund management team is the same for both the schemes. So, the stocks will be
common across the two schemes. This is again a reason why the fund size looks a bit larger as
compared to other fund houses because most of our investments are in this flexi cap fund whereas other
fund houses have the equity assets split across multiple schemes. But in terms of overall size, I don't
think there's any room for concern at least as far as I'm concerned. At asset levels, equity asset levels of
around 22,000-23,000 crores, we are about 1.5% of the overall mutual fund equity assets. If we consider
the overall non promoter equity base and we are very-very tiny. Of course, apart from mutual funds there
are FPIs, there are insurance companies, EPFO and various retail investors. We are not too big in terms
of the overall equity market space that we operate in.

About our fund house and what we do. So, although we are in the equity mutual fund space since 2013,
so about (+9) years but as equity manager we have been in this space since 1996 when we got our
portfolio management license. We have had a long history in terms of managing equity money. As a
group we have been around for more than 40 years, most of the investment team has been here for long.
Raunak, Raj and I have been here about a decade. I've been here more than two decades and Raunak
has been here more than a decade, Raj also has had a long stint with PPFAS. Rukun has been a recent
addition to the fund management team and that really enhances our skill sets in some of the newer areas.
So that's about the fund management team.

The fund house, its promoters, its employees believe in the products that we manage. So, most of our
investments are in our own schemes and the details can be found on the website under the skin in the
game section. This is even before the regulations mandated fund houses and employees to invest in
these schemes. We invest much more than what is statutorily required. In terms of stock selection

process, our approach is driven by the investment universe. That is the starting point to what we do is, we
filter the stocks based on the management quality, the business quality, the return characteristics, the
leverage ratios and things like that. then we have a short subset of the overall listed universe. This subset
is then split among the analysts on sectoral lines and depending on the various presentations and pitches
which are made by the analysts from our research team, the investment team select the ideas that they
liked the best for investment in the funds. Typically, we have about 25 to 30 stocks in the portfolio which
does not dilute our best ideas at the same time it does not concentrate it too much in terms of one
particular stock or things like that. This is a brief overview from our end. Raunak would you like to add
anything, Raunak, Raj and Rukun may add a few things and then we'll start the Q&A.

Raunak Onkar: Thanks Rajeev. Raunak here. You've covered almost all the points we wanted to speak
in the summary, so we can directly go into the Q&A because the partners would like to have their queries
addressed. If anything requires, we will chip in at the right time. Rukun, you can ask the questions.

Rukun Tarachandani: So, to start off something that Rajeev just addressed on the stock selection
process, probably I'll just ask Raunak to chip in, in terms of if you can elaborate on how big the universe
is between Indian and global stocks also how the analysts cover both Indian and global stocks and how
that helps the analysts and the fund management team?

Raunak Onkar: We have investment universe of broadly 700 companies. This is filtered across through
various qualitative as well as quantitative filters that mattered to us when we select companies and this
includes 200 companies from the foreign security list as well as 500 from the domestic listed companies.
Now as Rajeev said, we divide these companies across different sectors. For instance, a technology
analyst in our fund would track technology companies across the group. There will not restrict to just one
geography or just as a domestic listed technology company. Same thing with auto analyst, same thing
with consumer. So, we'll track across the board which gives us a good idea of how the valuation of
different companies across the same sector are trending in different markets, what are the growth rates
like. So, this gives the global context to us because we do invest in global companies as well. In the past
we have invested in several consumer companies which are global parents of domestic companies. That
gives us a wide opportunity set to cover all these areas.

Rukun Tarachandani: Moving on, the next question is on position sizing. So how do we size over
positions?

Rajeev Thakkar: Given that we have about 25 to 30 stocks in our overall portfolio, the average
weightage of a stock would typically between 3% and 4%. However, a part of this is in the pharma sector
where we typically have lower per stock weightage. As a group we have about 5% weightage to pharma

companies. That would take away roughly 5 stocks from the 30 stocks portfolio that is there. Remaining
stocks when we are saying we are going to invest between 4% and 5% roughly, what we have is the
position size may vary based on various factors. One is sometimes the position may be higher or lower,
purely from the stock price movement. If we have invested 4% of corpus in a company and the stock
price were to double then the weightage would go up to 8% on account of price movement or sometimes
it may come down because of price movement. If it were to fall by half then the weightage would come
down to 2% just as a hypothetical example. The other thing would be, sometimes we may be driven by
liquidity and per stock we may not want beyond a particular weight in the portfolio or as a percentage of
the overall company or as a percentage of the total market volume. But this criterion comes into play
very-very rarely. Typically, we don't have those kinds of issue. The other factor which comes into the
weightage is the relative attractiveness. So sometimes some investment maybe partly made and if the
stock price were to stagnate and earnings go up or a stock price comes down, we may end up increasing
the weightage. So sometimes may also be a function of the relative attractiveness of a particular stock.
There would be different criteria for position sizing but roughly the weightage would be in 3% to 9% in that
band. It wouldn't be very-very low or it wouldn't be very high. The only exception being pharma stocks
where I mentioned 1% each across 5 companies.

Rukun Tarachandani: Moving on to the favorite question of mostly everyone which is market ‘kya lagta
hai’. You addressed quite a bit of this in terms of your comments on interest rates and your comments on
inflation, any additional comments on the market specifically and a few of the participants have asked
whether on US economy and whether the US economy is going into a recession.

Rajeev Thakkar: So, recessions firstly are difficult to predict. So as a joke it said that economists have
predicted 20 of the last 5 recessions. A lot of people keep saying recession, recession, recession and
sometime or the other that will turn out to be correct. So even a broken clock will show the correct time
twice a day. So rather than focus too much on whether a US recession is happening or not happening or
where will the interest rates peak out? What we are trying to do is, we are trying to invest in companies
which are not hurt by the interest rate environment or we are investing in companies where the underlying
trend which is favorable to those businesses will last across the economic cycle. Just to illustrate the
point, so our investments are in private sector banks for example which have access to low-cost deposits
in terms of current account and savings account balance. We have seen these banks across interest rate
cycles in the past where even in a rising rate scenario they have been able to increased lending rates to
match up with their increase in costs. Sometimes they’ve in fact benefited in a rising rate scenario. Now
this in comparison with let's say a NBFC which is dependent on wholesale funding and has problems in
matching assets and liabilities. Now those kinds of entities would be vulnerable to a rising rates cycle,
even in terms of the services or manufacturing companies that we own, these are largely cash rich
companies or companies with very low levels of borrowing. So, the interest rate rise may not harm them.
In fact, in some cases, it may benefit them as they may earn more income. Even the US technology
investments for example, now the shift from on-premise computing and servers to Cloud computing is a
multi-year, multi-decade kind of a trend. Now US recession may slow it down or may pause the move for
a bit but overall, these trends would continue whether a recession or expansion kind of a phase in the
economy. I think in terms of the financial headlines, the listeners on this call as well as our investment
team read the same papers and have access to the same media. There's not much differential insight
that we can give but we are trying to look beyond a few quarters or a year or two. We are trying to look at
longer term investments that would make sense.

Rukun Tarachandani: While you have answered this question, implicitly I'll just go ahead and ask it to
still. Considering the outlook in US, would we cut over us equity exposures?

Rajeev Thakkar: No, we are not looking at cutting the US equity exposure. If one were to look at it, some
of these companies are in fact trading at a very-very attractive valuations. If the overseas limits were to
be opened, we might actually have added a bit to the investment overseas. So, we are definitely not
looking to cut the exposure to US stocks.

Rukun Tarachandani: And while we are speaking of these US tech companies if you can, a few
questions have been on, how do we look at these US tech companies versus the Indian IT companies?
Why would we prefer for the exposure to the US tech companies versus the Indian?

Rajeev Thakkar: So, some of the services companies are actually in a very competitive field, for example
application development maintenance RFP (Request for Proposal) from a company, which goes around...
there would be multiple bidders for that proposal. So, you would have all the usual suspects in IT
companies bidding for such a thing. So, whether it's a Cognizant or Accenture or Wipro or Infosys or TCS
or a lot of the mid cap names, Mphasis. Persistent, various people could compete for any contracts that
come up. In the US tech, some of the companies that we own are either monopolies, in some cases
duopolies or in rare cases three player field where the competition is not so severe. If you look at Cloud
computing which is a very high growth space, there are just three companies at scale with the exception
of China. So you have Amazon, you have Microsoft and you have Alphabet. So, these three are winning
the Cloud computing piece. Digital advertising again there are two large players in that space. You have
Alphabet and you have Facebook, now called Meta. In terms of enterprise software or desktop computing
Microsoft is a big player over there. The US tech companies are largely one-of-a-kind businesses where
it's either a monopoly or duopoly. Again, in terms of the mobile operating system for example, you have
Android and iOS. So, Alphabet owns the Android ecosystem. So to that extent the return ratios for the US
tech companies are better. They are cash generating companies. The value that they create per
employee is much larger. The intellectual property that they own is also much bigger than the Indian tech
companies. That's the reason for investing in those.

Rukun Tarachandani: The next question is on cash holding. We have a high cash holding as for some of
the participants and one of the participants has highlighted out it is higher than what it was in October ‘21
while markets are lower than where they were in October ‘21. So how do we look at cash generally and
why relatively higher cash holding right now?

Rajeev Thakkar: So, month to month cash changes I would urge the distributors not to focus on that too
much because there's no macro view behind this. In fact, in many cases what happens is we have

outstanding orders which are purchases orders which are already placed for buying and our price limit
may not have come or they may be in the process of getting executed or things like that or there may be
some inflows towards the end of the month which may have added to the cash holdings or things like
that. So small ups and downs in the cash position will happen. Typically, we keep about 5% cash in any
case in the flexi cap fund. In the fact sheet it would be around 10% and which is just one stock away from
deployment. In the sense if we buy one stock then that 10% immediately comes down to 5%. One should
not read too much into it and while markets have been coming down, we have been looking for buying
opportunities. So that cash will get deployed.

Rukun Tarachandani: Next few sets of questions on the US allocation. So do we have any tentative
timeline or idea on when the off-shore limit will open or when you can start investing in off-shore stocks
again?

Rajeev Thakkar: So initially when the communication came in that you can’t invest more abroad, it was
thought that it's a matter of time before it's increased and we were looking at it in terms of days or weeks
kind of thing where the limit would be opened again. But given the current environment where FPI outflow
is there, India’s trade deficit has been high, energy prices are high, overall global environment seems to
be weak. So, in that scenario I don't think immediate limit increases on the cards. Just yesterday or today
there was a media report saying, this is not going to be enhanced soon. My reading is till the time the
rupee stabilizes and the capital flow stabilized we may not see a limit increase. Now how soon that will
happen will depend on overall macro environment in terms of crude oil prices and capital flows etc. I don't
think anyone has a clear answer as of now.

Rukun Tarachandani: So, considering that actually a few of the participants believe that it is a US
allocation that has been a source of alpha for us vis-à-vis the Indian allocation. Do you want to just
address that as in while we don't have a specific attribution but how Indian allocation has done vis-à-vis
the US or in the overall scheme of things?

Rajeev Thakkar: The fund started in 2013 and as I mentioned we have been in this space for more than
9 years now. So, all along there has been this thing how much has the Indian stock, how well have been
in stocks done, how well the overseas stocks done and stuff like that? So luckily at least going forward,
we have a clear answer to this in terms of our tax saver fund. So, a tax saver fund is a fund which invests
in Indian stocks that does not invest in overseas stocks which will soon have a 3-year track record. So we
may not be able to replicate the entire 9 years but at least for 3 years people will have a comparative
point to see as to how the Indian stock portfolio is doing. All along we have been seeing that the purpose
for overseas investments is not necessarily that overseas stocks give higher return but it's for cross
country diversification, it's for lowering the risk rather than for increasing the return. So based on our
estimates and some rough workings that we have done, I would think that the Indian stock actually has
done more in terms of returns than the overseas stocks over the life of the fund. But one should not read
too much into it, this thing that the fund has done well only because of US stocks. I think it's just a
perception rather than being based in fact. That does not change anything much. Again, people can look

up, these days it's very easy to pull up competitive charts. People can look up the flexi cap fund versus
the tax saver fund over the last 3 years.

Rukun Tarachandani: Just before the next question to add to what Rajeev said. I think the US
allocations, Facebook, Microsoft, Google these get a lot of limelight but when you look at some of the
Indian investments there also, we have done in fairly well and names like Persistent, Mphasis, IEX,
CDSL, CAMS and many others. So, while these don't get as much of attention as some of the US stocks
but there've been fairly good picks on the Indian side as well. So, moving on, in the absence of this limit
increase how does our two global stocks, what is our strategy on that allocation? Will we keep it as it is,
will we reshuffle it?

Rajeev Thakkar: We continue to monitor the existing holdings plus we continue our research as it was
earlier. Even if we are not able to buy fresh overseas stocks, the research continues as it is because
when we are comparing the Indian oil major with a global oil major or when we are comparing Indian IT
services company, we have to look at what's happening in global IT services. Again, if we are investing in
the Indian auto market let's say Tata Motors, we need to know what is happening with Jaguar Land Rover
and what is happening in developed countries and in China auto market for getting a sense of where the
market is headed. So, research has not changed in any way. In terms of the current overseas stocks, we
haven't shuffled it but we have the full flexibility to shuffle it if need arises. While we cannot remit further
dollars out of India but existing stocks we can sell and we can buy something else. So that accessibility is
there and we will use it in case the need arises to do that.

Rukun Tarachandani: One of the participants as on the FOREX hedging as in since we hedge the
FOREX, the US allocation that we have that for like generate return for us. So, with a lower allocation that
source of return goes away. Does this mean a structurally lower return going forward?

Rajeev Thakkar: So again, one can look at the tax saver fund where there's no foreign exchange
component, where there are no FOREX stocks and only Indian stocks and one can compare the returns
but even other way. So, the objective of hedging foreign currency is to reduce the portfolio volatility on
account of exchange rate movements. It does not mean that the returns are higher or lower. So, over the
long run rupee has typically tended to depreciate against the US$ about 3% or 3.5% per year. Now
similar returns we get from hedging the foreign currency. Given that we get this extra return in foreign
currency, the nominal return on the portfolio is to that extent lower because if you look at the dollar returns
of developed markets, they will look lower than the rupee returns in the Indian markets. The differential is
largely accounted for by the rupee depreciation. If we are not buying foreign stocks, we obviously can't
hedge a position which is not there and we don't get that kind of that return but it does not affect the
overall portfolio returns. So that does not change.

Rukun Tarachandani: The next set of questions is on the portfolio allocation specifically for the off-shore
stock. So why is the allocation concentrated among just five stocks and within that as per sectoral
classification its tech which has the largest allocation. Why not a diversified set of stocks in sectors. Also,
just within that, along with that if can you address why not just use a diversified index or an ETF for the
US allocation?

Rajeev Thakkar: Firstly, given that we have only about 25% to 30% headroom available for overseas
stocks, earlier it was 30%, now it's closer to 25%. Five stocks again bring down the average weightage up
to about 5. It's not that it's overly concentrated. It’s there because it's not a 100% overseas allocation.
Given that only a part of money will be invested in overseas stocks, the number of force will be always
lower than the number of stocks that we have in India. The acronym which was made some time back
FANG stocks or something like that. Facebook, Apple Amazon, Netflix and Google that was the acronym
made some time back. Now this would seem that all of the companies are from one particular sector
whereas actually that is not the case at all in my view. Now although in some manner or the other they
depend on computers to run their business or they have some kind of internet linkage somewhere or the
other. But that is true of almost every business these days. So, a Netflix is largely a media and
entertainment company. I wouldn't term it too different from let's say a Zee television or a Sony
Entertainment Television or something like that or a Viacom or something like that. It's finally into
entertainment to people and getting a fee for it. The fact that it delivers streaming content over the internet
does not change things too much. For example, today one can watch an IPL match on a cable television
or one can watch it on streaming media, finally it is entertainment. So, a Netflix is not the same as let's
say something like a Microsoft which provides entertainment software which is again very-very different
from the e-commerce services that an Amazon provides which is very different from social media and
advertising that a Facebook would provide. There's this famous saying that “software is eating the world”.
Today virtually every business has to have technology linkages. Taking the argument further and maybe
some will find it a bit absurd but today let's say a HDFC Bank would do most of its transactions over
internet banking. As I was mentioning these days even something like HDFC Bank that does most of its
transactions on the internet banking on the desktop or on the mobile doesn't mean we look at it as a tech
company or things like that. We have these four large US companies of which two are in digital
advertising for part of the business which is Facebook and Alphabet. Amazon is in e-commerce which is
very-very similar in terms of servicing the needs of a customer like a Walmart or Costco or things like that.
We have Microsoft which is in enterprise software. To that extent there is diversity in the portfolio as well.

Rukun Tarachandani: Moving on to some stock specific questions and staying with the US allocation for
the moment. One of the participants has asked on our holdings in Facebook as to why we are holding
Facebook, it's corrected quite a lot and is the growth slowing down?

Rajeev Thakkar: In Facebook I would split the areas of concern in two parts or Raunak would you want
to take this on Facebook?

Raunak Onkar: So, I will just continue your thread. The areas of concern in Facebook are on two fronts.
One is the investments that they're doing in new areas which they categorize as the metaverse area
where they have a hardware device called the Oculus which is a virtual reality headset and related to
there, whatever software development or ecosystem development that they're doing that is consuming
about a $10 billion run rate of cashflow every year. On the other hand, because of the privacy restrictions
created through iOS and now even Android will have over a period of time. The ability to target ads to
individual users has little bit reduced to what it was previously. Now Facebook's business model is a
social media entity which has users which is (+3) billion users on the platform of all the Facebook apps
and within that they target ads based on advertiser’s requirement. Now their targeting capability is
reduced by some extent, they will have to figure out a way to improve the targeting capability for that
business and also deliver the same ROI to the advertiser over a period of time. Now that is something
that has affected in the same year when most people have changed their expectations regarding how the
ad industry will adjust, how Facebook will adjust to that and also Facebook has guided to a lower growth
number because of these shorter-term headwinds. However, if you look at the digital advertising space,
Google and Facebook still remain quite dominant in terms of digital advertising as a platform that are
used by advertisers. Now this is not just by the design of these companies but also by the business model
evolution in that sector over the past 15-20 years, as we have seen with Search which has a longer
history and a social media which is a slightly smaller history. But if you see the digital advertising space
itself is expanding. Microsoft also has an advertising product in the form of Search, in the form of LinkedIn
social media, social network. Then you have Amazon which is coming into advertising which is
e-commerce linked advertising or a product ranking within their advertising platform, using their own data
which is available. Digital advertising is not an industry which is going to go away, that is number one.
Competition might intensify and there will be periodic short-term hits based on what investments the
companies would do or how the cyclicality of the ad industry will play out but if you look at some of the
younger audiences or younger users of social media or any other younger population in the world; most of
these people may not have a TV connection, most of these will be digital natives who have only grown up
with digital devices around them. Maybe not even using a larger TV to look at content but might be using
smaller screens and their own individual personal devices. And if brands have an ability to reach out to
them, the only way they can do is by using digital platforms. Digital advertising as a segment of
advertising business, I think remains to be a very strong segment and can continue to grow as cyclicality
comes back.

Rajeev Thakkar: Just to add to some numbers which people may find interesting. The Facebook family
of apps which is Facebook plus WhatsApp plus Messenger plus Instagram, they have daily active users
of 287 crores people and monthly active is 364 crores people. So, it is more than double the population of
India in that sense. This set of people, the company like Facebook and address these people for
advertising by gender, by age, by time of day, by geography and various other parameters. So, as
Raunak mentioned a lot of the younger people are digital natives, are people who cannot be addressed
by linear television or by other mechanisms. So, digital advertising will continue to be big and the set of
daily and monthly active users is a very-very big number that continues to be.

Rukun Tarachandani: Moving on to the domestic allocation and continuing with stock-specific questions.
So, some participants have asked the rationale for owning Coal India and Maharashtra Scooters and I will
just club one more with this as to why we switched HDFC Bank with HDFC?

Rajeev Thakkar: HDFC Limited and HDFC Bank have already announced a merger and the merger ratio
is also known. There's no ambiguity in terms of how many shares of one you'll have to give up to get
shares of the other. So, you know how many shares of HDFC Limited you have to give in order to get
HDFC Bank. 25:42 is the ratio. When we did the switch transaction from HDFC Bank to HDFC Limited we
have got slightly more than 3% kind of arbitrage differential. So, ultimately, we'll get back the HDFC Bank
shares. It's not that we will get some different company. End of the day we are owning the same thing.
Now our investment HDFC Bank would have been 5%. I'm just giving rough numbers. They may not be
very-very precise but roughly let's say a 5% investment, roughly Rs. 1,000 crores worth of HDFC Bank.
Now if we save 3% on that or if we get additional 3% on that, that amounts to Rs. 30 crores for the
portfolio or more than Rs. 30 crores. So, in that sense it's effectively a 3% profit on a 5% position which
saves 15 basis on the entire portfolio on an annual basis. It's not something to let go off. We keep doing
some of these small things which add to the income of our unit holders. Sometime back we had switched
from Alphabet Class C shares to Class A shares. Earlier we had bought Class C shares at a discount to
Class A shares. Later on, that situation reversed. Class C which is the non-voting share started trading at
a premium. So, we switched to Class A shares. Now as a fund house, we don't pay any capital gains tax
on these kinds of switch transactions. It just saves some money for our unit holder. So, Coal India, as
such the problems are well-known in terms of a longer term, people are moving away from fossil fuels
towards renewables. This is a few decades out. Again, as such sometimes government ownership
becomes a problem but however the valuation is very-very compelling and the switch towards renewables
is not happening overnight. It's a couple of decades out thing. So, while renewables become a bigger
share of the overall pie, currently we are importing a lot of coal to generate power. Even if overall coal
demand were to stagnate and later taper off a bit, the domestic coal producer does not have that much of
difficulty. Also, the price that Coal India is getting for its coal is much lower than what imports are costing
us because they subsidize effectively a lot of the power production. So, again from that point of view risk
is very-very less so a dividend yield which is high single digits, very low price earning multiple, prospect of
volume growth, prospect of price increases especially for the free market goal. A lot of it they will supply
at administered pricing but the e-auction piece there is possibility of their getting more pricing for that kind
of coal. So, overall, the fundamentals look good for the company. The third one was Maharashtra
Scooters, right? Maharashtra Scooters in fact has been one of the best performing stocks for Flexi cap in
the early days. We have bought it recently but it was an early stock so in 2013 to 3 or 4 years since then
we used to own it in the past as well. It's a proxy way of holding the underlying Bajaj Group companies
and typically the discount at which the holding company trades fluctuates a bit and, in this case, when we
bought Maharashtra Scooters the discount become very-very large as compared to the historic rates at
which it typically goes. At a good time, it discounts narrows to as much as 55% to 60%. Whereas when
we bought it, the discount had gone up to as much as 82%-83%. The discount was very-very huge and
underlying businesses are again the businesses that we like. So that was the reason of buying
Maharashtra Scooters.

Rukun Tarachandani: Moving on to some sector specific questions. We've addressed the positive
outlook on private banks in the opening remarks. Some participants have asked how do we view the
Indian IT sector and the auto sector?

Rajeev Thakkar: Raj probably you can take the auto sector. Raunak you can probably take the IT
services.

Raj Mehta: On the auto sector just, I'll go first. The timing of our entering into the auto sector might have
been wrong. We might have entered at the wrong time of the cycle but the structural story of the
automobile sector remains intact. As the discretionary income rises, people will spend more on these
items and probably we'll see some upgradation from two-wheelers to four-wheelers or entry-level cars to
sedans and SUV's so that trend remains intact. The rural demand has been under stress for the last
couple of years. So, if we get good monsoons and if the economy picks up then probably, we'll see the
demand coming back. So, some of it is coming back. If you see the waiting periods of some of the
automobile companies that has come up again to about (+3) months kind of waiting for most of the
automobile companies. Also, electric vehicles as a longer-term trend is a threat to some of these
companies but at the same time it's an opportunity as well. It's a new a level playing field for all the
companies. For the new companies as well as the existing automobile companies. For the new
technology companies, it may be a challenge for them to compete on production at a scale where these
automobile companies have gained experience over the years. We'll see how the EV space pans out but
overall, in terms of demand we see that coming back over a period of time and at the same time as the
semiconductor issues get resolved and as the raw material prices start coming down, as we have seen
with the metals, we see good long-term investment in these companies. Raunak you can go on the IT.

Raunak Onkar: With the IT services Rajeev mentioned a bit earlier about how IT services companies
operate. Essentially when you have customers from different verticals, say consumer goods, technology
manufacturing, pharma or any other enterprise which is operating globally, they will have some
requirement of IT work which over a period of time has also evolved as technology has evolved and most
Indian IT companies which have grown from the past 30-35 years of operation they've grown on the back
of the technological trends and their job essentially is to provide technology services which is relevant to
what the clients will want to implement. Now it can be currently the trend is towards going to the Cloud
where most customers will want to move some of their IT workloads to the Cloud so that they can reduce
their internal investments of buying servers or buying hardware or having staff to maintain them so that
trend is continuing. Also, the legacy business which the IT companies have been running which is
application development or custom applications to create them, create for their underlying customers, that
business continues to be there. And new and new companies will also scale over a period of time. One
can also look at the trends of software sales or licenses which are sold in enterprise category and how
their adoption has spread over a period of time. How the fragmentation of the software as a service
economy has also led to more incremental work for IT companies because now more and more APIs are
available for connecting with different applications that the company is using. A typical Fortune 500
company somewhere uses about 200-250 iMic softwares across different departments, across the
organization. Now if you want to create a unified system of record to make sure that each software talks
to each other, you will need some sort of a hand-holding done either by the internal IT team or internal
software developers of the customer or an IT services provider. The volume of work remains to increase
as most of the companies become tech enabled like Rajeev was saying earlier but at the same time,
you'll also have to see the overall growth in business. So, companies may not indiscriminately spend.
There will be some spend that is discretionary which happens because companies want to experiment
and try out new technologies which might get hit if there is a shorter-term, there is a slowdown in the
growth in many of the industries, underlying industries and there is non-discretionary spending which is

compulsory that you have to spend to maintain technological status quo or run the operations that you are
have created already. Those spends are going to get affected. Overall, what we have seen is a
technology adoption has helped companies reduce costs in many areas, make sure some process got
automated and new areas of technological tools for use in those places. All these cyclical trends in
technology have been trending positive. It's a longer Super cycle. We don't know when the cycle will turn
but technology adoption surely has not penetrated across all the enterprises. It continues to be a
longer-term trend. We are positive on the IT side and most of the larger companies’ execution capability
have multiple decades of experience and the mid and small cap companies maybe niche in some areas,
maybe good in some smaller areas. They also continue to do well in those areas. As they scale, they will
also hit the same barriers of executions, getting new sales, maintaining a large workforce, maintain the
churn of that workforce. All these macro factors have played out in the past also. There's a long history of
data available for the IT industry to track and it gives us some comfort that the companies have gone
through these cycles before.

Rukun Tarachandani: Great. The next question is on the AUM. As in we've seen quite a bit of increase
in AUM over the past 1.5 years. So, as the AUM growth grows what would be the impact of it on the
performance? And is there a comfortable AUM level wherein we can say that this is where we would want
to manage the scheme at?

Rajeev Thakkar: So, it's 5:00 PM. This question we'll take as the last question. I'll answer this and then
we'll wind up the call. So, AUM currently we are roughly between let's say Rs. 22,000 or 23,000 crores
overall equity AUM that we manage across flexi cap and tax saver. And as I mentioned roughly let's say
Rs. 4,000 odd crores, Rs. 4,000 to 5,000 crores would be in the overseas stocks. Essentially what we are
saying is roughly Rs. 18,000 crores is what we manage in Indian stocks. Now which is not very large
overall in terms of the size of the mutual fund industry or in terms of the overall equity markets and the
absolute AUM again is a moving target given that more and more companies get listed and given that the
overall size of the equity market keeps on expanding. So, for example we have seen LIC recently getting
listed which again is a very big listing. We have seen some of the larger FinTech players and food delivery
players and online fashion companies, all these kinds of companies getting listed and a future IPOs will
come in, businesses will get bigger. So, at least as of now I don't think we are anywhere close to a
situation where we will have difficulty in terms of managing the AUM. And again, our fund does not rely on
a high churn where we have to enter-exit stocks frequently. Typically, we buy and hold for the longer term
and which case managing let's say Rs. 1,000 crores of AUM per month in flow, net inflow, that does not
become too much of a challenge in terms of the size of the markets that we have.

Rukun Tarachandani: Rajeev, if we can just to squeeze in one more question since quite a few
participants have asked this that is this a good time to invest and if one is looking to invest, what would be
the preferred mode? Would it be a lump sum or a SIP in the two schemes?

Rajeev Thakkar: It's always challenging to try and time the market. People who really are in for a long
period of time technically can invest in lump sum but psychologically its easier for people to stagger it out,

through say for a STP because if the market goes up at least they can feel comfortable, they have bought
some stocks. If market goes down, they can avail of the opportunity to average out their purchases. So,
psychologically SIPs and STPs are helpful but otherwise in terms of the stocks that we are buying, I think
we are comfortable in terms of where the valuations are and what the opportunity set is. So, either way
would work but what is most important is that the minimum investment horizon should be 5 years. Don't
expect miracles in short periods of time and don't expect that markets will always be positive. After you
purchase one should be prepared to see the NAV going up or going down, either way could happen in the
short to medium term. At least have a minimum of 5 years in this mid horizon. Psychologically SIPs and
STPs are better but otherwise even lump sums could work.

Rukun Tarachandani: Great. I think with that we have addressed all the questions that were put to us
through the Google Forms.
Moderator: Thank you ladies and gentlemen. This concludes your conference call for today. We thank
you for your participation and for using iJunxion Conference Service. You may disconnect your lines now
and have a pleasant evening ahead. Thank you.

