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Fund and Market Commentary: April 2021
The India Avenue Equity Fund (IAEF) returned 36.6% over the last 12 months in AUD
terms, outperforming its benchmark by 9.1%. The last year has been a strong
outperformance period for the fund, driven by strong stock selection. Furthermore,
IAEF’s ability to invest across the market cap spectrum, particular companies outside the
large cap indices have been rewarding. Our local presence through our advisers has
allowed us to identify companies as well as themes not well known or understood by
many global investors, particularly during uncertain phases such as the pandemic.
After 6 straight months of inflows cumulating to US$24.2bn by foreign institutional
investors (FII’s), the month of Apr’21 saw FII outflows to the tune of USD1.5b. Domestic
Institutional investors (DII’s) saw inflows for the second consecutive month and largely
offset the outflows from FII’s in April. While India's second wave of COVID infections is
concerning, the vaccine rollout and knowledge embedded from the first experience has
put corporates on a better footing. We discuss in more detail how the second wave is
going on the next page.
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Our Unique Approach
Our approach focuses on a broader set of Indian companies, not just the ones typically
found in Emerging Market funds or indices. Our advice partners in India have a strong
track record of identifying tomorrow’s winners. This is an important ingredient to
generate long-term growth and in our view is the best way to invest in India.

Past performance is not an indicator of future performance.
Above returns are calculated based on the exit price of 31st April 2021, net of fees and assuming
reinvestment of dividends. Returns after 1 year are annualised
#Inception Date: M Class 6th Sep 2016, H Class 6th April 2017, L Class 19th April 2021
Excess returns illustrated above are for the India Avenue Wholesale Fund. The only difference between the
Wholesale and Retail funds are the management fees charged. The underlying investments are identical.
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India Avenue Investment
Management (IAIM) is a boutique
investment company focused on
providing investment solutions for
clients in Australia and New Zealand
who seek exposure to India’s growth
potential through its capital markets.
The India Avenue Equity Fund is
managed by the team at IAIM and has
a bias towards companies which are
experiencing strong growth through
rising local demand. The Indian
economy’s robust ecosystem provides
a tailwind for several professionally
managed and carefully selected listed
companies

COVID-19 update in India
As we discussed in our note sent to our readers last month, India has been ravaged by a
2nd wave of covid-19 over the last couple of months. However, over the last week or
two, we have seen the top 5 largest states (by economic size) showing improving
numbers rolling over in what is hopefully a sign of things to come. This has been driven
by state and localized lockdowns but also through strong vaccination drives. These 5
states are important in driving economic growth for India and make up around 35%-40%
of all cases currently. We are keeping a close eye on any sizeable reductions in cases and
significant progress in vaccination in these districts as this would have a huge impact on
the overall progress in India.
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The second wave’s impact on corporate earnings will most likely push out the longerterm earnings recovery story we have been writing about recently by a quarter or two.
Having said that, we also feel that companies are in a better place to deal with the
impact of slowdown on their business given they have recently “weathered the storm”.
Unsurprisingly to us, India’s stock markets have largely ignored the second wave as “risk
of the unknown” built into current share prices.
However, this is not necessarily true at the company or sector level and we have seen
the second wave impact certain industries like some parts of consumption and banking
which are likely to see a short-term slowdown given fall foot traffic and potential for
rising non-performing loans. Global revenue related business will continue to thrive and
recover i.e. IT services, Pharmaceuticals, Global Cyclicals (metals, exporters) and this
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part of our portfolio has helped the fund perform pleasingly well.
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India Macro & Micro News
▪

▪

India's top five IT companies aim to
recruit in large numbers to meet the
increasing demands for talent who
can work on projects remotely for
customers around the world looking
to digitally transform their
businesses. TCS, India's largest
outsourcer, expects to employ more
than 40,000 employees from
campuses in 2021, while Infosys is
expected to hire nearly 25,000. The
top 5 will employ more than 110,000
employees in 2021, up from a net
addition of more than 90,000 jobs in
2020
The Trade Ministers of India, Japan
and Australia formally launched the
Supply Chain Resilience initiative
(SCRI) in a Trilateral Ministerial
Meeting held virtually on 27th April
2021. The following will be
implemented as initial projects of
SCRI. Sharing of best practices on
supply chain resilience; and holding
investment promotion events and
buyer-seller matching events to
provide opportunities for
stakeholders to explore the
possibility of diversification of their
supply chains.

Active Management in India
One of our key philosophies at India Avenue is that active management through
partnerships with local experts on the ground is the best way to achieving investment
success. Whilst we acknowledge that the road can be bumpy, the long-term
outperformance that can be achieved is immense, primarily driven by successfully
identifying compounding winners an early stage. This compares to owning the large
and typically over-valued companies, which are favored by large global fund managers
for liquidity reasons and inability to do on the ground, primary research.
Over the last 12 months, we have seen the outperformance from our approach pay-off
in abundance, as our advisers have helped us decipher between facts and fiction and
stay the course on several key names in the portfolio. On the other hand, the pandemic
has given rise to several mispriced companies and opened the door for new themes to
emerge, which we have swiftly pivoted part of the portfolio towards.
Active management also allows investors to take advantage of the nuances of indices
given they are often agnostic to valuations and concentration risk. From 2018 to the
first half of 2020, India’s market was driven by a polarization of underlying
constituents, where the top 5-10 names drove all the performance, whilst the
remaining constituents lagged. This, along with being agnostic to concentration risk and
not capping weights can be seen in the polarization of weights in the index, with
financials making up almost 40% of the index.
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▪

▪

India has now become the fastest
country in the world to cross the
landmark of 140m COVID-19 vaccine
doses. India achieved this feat in just
99 days, compared to China which
took 112 days and the US which took
104 days
In the first quarter of this year, 22
IPOs raised US$ 2,6bn. The largest
IPO in the first quarter was Indian
Railway Finance Corp's IPO, which
raised US$ 634 million.

We expect active management in India to continue to prosper for the following reasons
▪

India’s corporate earning cycle has bottomed and will go through a multi-year
growth phase. This will see the polarization seen in the past continue to
unwind with markets driven by a greater breadth of stocks and sectors such as
Health Care, Industrials and Real Estate, which do not feature heavily in indices
Identifying companies early on that will leverage the new cycle is key.

▪

India is a high growth region, and a selective but significant proportion of mid
cap companies through primary research and taking heed of market
opportunity are best leveraged to this growth

▪

Active strategies acutely aware of the qualitative aspects in India such as
related party transactions, valuations of asset sales and quality of
management/promoters can identify risks unlike systematic index strategies
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that are agnostic to this and take accounting metrics at face value
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Kotak Mahindra Bank Ltd
Indian Energy Exchange Ltd
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Info Edge Ltd
Redington (India) Ltd.
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Brigade Enterprises Ltd

Industry
Consumer Finance
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Capital Markets
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Thrifts & Mortgage Finance
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Life Sciences Tools & Services
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Software
Real Estate Management & Development
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3.51%
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2.80%
2.79%
2.60%
2.55%
2.55%
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Sector Allocation

Refer to our recent report.
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Equity Trustees Limited (“Equity Trustees”) (ABN 46 004 031 298), AFSL 240975, is the
Responsible Entity for the India Avenue Equity Fund (“the Fund”). Equity Trustees is a
subsidiary of EQT Holdings Limited (ABN 22 607 797 615), a publicly listed company on the
Australian Securities Exchange (ASX: EQT). The Investment Manager for the Fund is India
Avenue Investment Management Australia Pty. Ltd. ("IAIM") (ABN 38 604 095 954), AFSL
478233. This publication has been prepared by IAIM to provide you with general
information only. In preparing this information, we did not take into account the investment
objectives, financial situation or particular needs of any particular person. It is not intended
to take the place of professional advice and you should not take action on specific issues in
reliance on this information. Neither Equity Trustees, IAIM nor any of their related parties,
their employees, or directors, provide any warranty of accuracy or reliability in relation to
such information or accept any liability to any person who relies on it. Past performance
should not be taken as an indicator of future performance. You should obtain a copy of the
Product Disclosure Statement before making a decision about whether to invest in this
product.
*Lonsec Disclaimer: The Lonsec Rating (assigned April 2019) presented in this document is
published by Lonsec Research Pty Ltd ABN 11 151 658 561 AFSL 421 445. The Rating is
limited to “General Advice” (as defined in the Corporations Act 2001 (Cth)) and based solely
on consideration of the investment merits of the financial product. Past performance
information is for illustrative purposes only and is not indicative of future performance. It is
not a recommendation to purchase, sell or hold India Avenue Investment Management
Limited’s product, and you should seek independent financial advice before investing in this
product. The Rating is subject to change without notice and Lonsec assumes no obligation
to update the relevant document following publication. Lonsec receives a fee from the Fund
Manager for researching the product using comprehensive and objective criteria. For
further information regarding Lonsec’s Ratings methodology, please refer to Lonsec’s
website at: http://www.lonsecresearch.com.au/research-solutions/our-ratings
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