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EQUITY OUTLOOK

CNX Mid Cap Index corrected by -1.6% in January 2018 and further corrected by another 7% in the first
week of February 2018 thereby resulting in a YTD fall of -8.1% in CY2018. The fall has been pretty steep in
a short time frame and we at Alchemy, have been receiving queries on the reasons for the same, what
next, and whether the recent budget presented on Feb 1 the big reason for a fall - basically there is some
worry creeping up given that even some of our portfolio stocks have fallen between 10-20% over the past
30 days from their peak price levels.

Over the past 6 months or more, we have been highlighting our concerns on valuations in the market,
especially mid caps, and also the fact that inflation is likely to rise leading to higher bond yields. CY2017
was a year with strong returns with very limited volatility. CY2018 has started with higher volatility and our
sense is that this is likely to remain for a major part of this year. A lot depends on global bond yields and
inflation outlook. With crude and other commodity prices moving higher, risk of higher yields and in turn
higher volatility for equity markets globally has moved up. Like CY2017 was a year of global rally in equity
markets, CY2018 has started with correction in equities globally . In our opinion, this is a much required
healthy correction that we are witnessing currently. As always, when markets correct, even our portfolio
names correct. Over a period of time, this will normalize on the back of strong earnings growth
performance expected over the next 6-8 quarters.

Budget 2018 has introduced a long term capital gains tax of 10% from FY19 onwards. This has impacted
sentiment among investor community towards equity as an asset class in the short term. However, the
government has taken care not to disturb past capital gains up to January 31, 2018 and has grandfathered
the same.

Something that we have been highlighting in the past - Earnings growth for Nifty is likely at 15%+ in FY19
and very likely to sustain this pace even in FY20 (though it is a bit early to have a firm view on FY20 as of
now). Our set of portfolio companies are likely to grow earnings at 25%+ CAGR over FY19-20 which keeps
us optimistic of strong performance for our portfolio companies going forward.

On balance, near term outlook remains on the cautious side with higher volatility expected, however
medium to long term view continues to be fairly optimistic.

Chandraprakash Padiyar

Portfolio Manager
Alchemy Capital Management Pvt. Ltd
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DISCLAIMER

General Risk factors

All investment products attract various kinds of risks. Please read the relevant Disclosure Document/ Investment Agreement
carefully before investing.

General Disclaimers

The information and opinions contained in this report/ presentation have been obtained from sources believed to be reliable, but
no representation or warranty, express or implied, is made that such information is accurate or complete.

Information and opinions contained in the report/ presentation are disseminated for the information of authorized recipients only,
and are not to be relied upon as advisory or authoritative or taken in substitution for the exercise of due diligence and judgement
by any recipient.

The information and opinions are not, and should not be construed as, an offer or solicitation to buy or sell any securities or make
any investments.

Nothing contained herein, including past performance, shall constitute any representation or warranty as to future performance.

The services related to Mutual funds, Insurance, Real Estate, Art, Commodity etc. may merely be a referral / advisory services in
nature. Such third party investment products or services do attract the general and specific risk factors unique to those respective
products or services, which would be mentioned by the manufactures of those products in the respective product documentation.
The prospective investors in such third party products are advised to read and understand those risk factors & disclaimers, in
addition to what has been stated herein. Alchemy Capital Management Pvt. Ltd., its Group or affiliates have not verified and do
not take any responsibility for any statements, numbers or claims made, omitted to be made or implied in any documentation,
presentations etc. which have been created by the manufacturers of such third party products or services.

The client is solely responsible for consulting his/her/its own independent advisors as to the legal, tax, accounting and related
matters concerning investments and nothing in this document or in any communication shall constitutes such advice.

The client is expected to understand the risk factors associated with investment & act on the information solely on his/her/its own
risk. As a condition for providing this information, the client agrees that Alchemy Capital Management Pvt. Ltd., its Group or
affiliates makes no representation and shall have no liability in any way arising to them or any other entity for any loss or damage,
direct or indirect, arising from the use of this information.

This document and its contents are proprietary information of Alchemy Capital Management Pvt. Ltd and may not be reproduced
or otherwise disseminated in whole or in part without the written consent.
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