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AAA Portfolio: Going strong

The AAA portfolio delivered robust sales and EBITDA growth during 2QFY23. The strong performance was
due to a combination of factors - the right sectoral allocation as well as the right stock selection within the
sectors. We were early in identifying three sectors - capital goods, automobile, and specialty chemicals. In
capital goods, the AAA portfolio not only registered revenue and EBITDA growth but also witnessed order-
inflow growth of more than 20%, marking the third consecutive quarter of strong performance. This not only
offers future revenue visibility but also reflects the underlying trends in the economy. In the automobile
sector, our preference to play the sector through passenger vehicle (PV), commercial vehicle (CV), and auto
ancillaries and avoiding direct exposure to two-wheelers (2W) OEM segment worked well. The difference was
stark as PV and CV registered volume growth of 38% and 36% as against 2W volume growth of 7%. In the
specialty chemical space, despite headwinds on inventory losses, AAA portfolio companies registered stellar
performance and companies have announced new capex for future growth. The Banking sector reported a
solid quarter led by healthy loan growth, margin expansion, and continued moderation in provisions. Loan
growth was led by sustained traction in Retail and SME segments, along with a sharp revival in corporate
loan.

Fig 1: 2QFY23 AAA IOP vs Nifty Fig 2: 2QFY23 AAA Focus vs Fig 3: 2QFY23 AAA Budding
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Source: AlfAccurate Research, AceEquity

Market Outlook

India is a bright spot in a troubled world economy. High-frequency indicators like GST collection, peak power
demand, recovery in air travel, sales of apparel, QSR, auto, housing, capital goods, and improving capacity
utilisation are positive. Rural India was adversely impacted in first half but we expect that to improve with a
decline in inflation and a strong rabi crop. India nearing a new capex super cycle, in our view, with private
spending likely coinciding with ongoing public outlay. Private capex stimulus to stem from decarbonisation,
PLI, and China+1, implying fresh investments. On profitability front, corporate India was adversely impacted
during the last two quarters due to the higher raw material prices resulting in a decline in gross margins. However, as
commodity prices have declined in recent times, we expect gross margins to improve from current levels. Hence, we
believe that multiple factors will support the corporate earnings growth momentum and will cushion the
downside impact in a scenario where the world enters into a slow growth lane in 2023.



AAA PMS Performance

Compounded Annual Returns (%) 1 Year 2 Year 3 Years 5 Years 10 Years . SII‘IC_E .
inception

AAAIOP PMS 6.9% 23.1% 21.0% 9.9% 18.9% 18.6%

BSE 500 TRI (Benchmark) 10.7% 238%  193% 133% 145% 12.4%

BSE Midcap TRI 6.5% 25.3% 21.2% 10.1% 15.6% 12.7%

BSE Smallcap TRI T 6.6% 334%  308% 111% 162% 123%

Nifty 5oTRI T 11.9%  218% 17.3%  14.3%  13.7% 11.9%

1 Year 2 Year 3 Years 5 Years

19.8%

MNifty 50 TRI 11.9% 21.8% 17.3%
Compounded Annual Returns (%) 1Year . Smf:e
inception@
AAA Budding Beasts PMS 11.6% 27.7%
'BSE MidSmall Cap TRI (Benchmark) . 65% 266%
BSE Midcap TRI 6.5% 22.7%
BSE Smallcap TRI. 6.6% 302%
NiftysoTRI 11.9%  181%

(AAA Emerging Giants PMS Plan has been renamed as AAA Budding Beasts PMS Plan)

*(23 Nov 2009 - 30 Nov 2022); #(17 Nov 2014 - 30 Nov 2022); @(01 Jan 2021 - 30 Nov 2022)

Performance is after all expenses and fees from April 2018 onwards. Prior to April 2018, the performance is after all expenses and Fixed
Management fees. Index performance is calculated using Total Return Indices, as per SEBI guidelines.

Note: Returns of Individual clients may differ depending on the time of entry in the strategy. Past performance may or may not be
sustained in the future and should not be used as a basis for comparison with other investments. Performance related information
provided herein is not verified by SEBI.

For further details please contact: investorservices@alfaccurate.com; www.alfaccurate.com

Equity Investments are subject to market risks , read all plan related documents carefully.
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