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CAPITAL MANAGEMENT

EQUITY OUTLOOK

Global crude prices stand close to $80 per barrel up 60% over the past 12 months, Copper up 24%,
Aluminum up 27%, Steel up 30%+. Commaodity prices have been on a tear specially Crude prices. This does
pose a risk to inflation expectations going forward globally leading to higher bond yields and expectations
of central banks having to raise interest rates thereby impacting outlook on currencies and equity as an
asset class. Equity markets have been trading in a tight range for the past 6 months as can be seen in the
table below —
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Corporate India is likely to benefit from a cyclical economic recovery along with higher commaodity prices
and a depreciating Rupee. As per consensus expectation, earnings growth for the Nifty/Sensex — the
benchmark indices — is expected to be higher by 18-20% CAGR over the next 2 years with improving ROE
and higher capacity utilisations. Average corporate capacity utilisation has moved higher to 75% from 60%
3 years back. Over the next 2 years this number is likely to be 80%+ driving fresh capital expenditure
sustaining the economic recovery cycle for the next 5+ years. Historically India has seen a typical 6-8 year
high growth period followed by 5-7 years of weaker economic situation. If profit growth performance
delivery is as expected by consensus then we may well be on our way to seeing a strong equity
performance over the next 3-5 years. CY17 Nifty delivered an up move of 28.6% on the back of these
expectations resulting in valuations moving higher. As we have been highlighting in the past, CY18 is likely
to be a year of consolidation, with the investment community looking at earnings delivery closely over the
next 2-4 quarters on the back of global macro headwinds in terms of higher commodity prices leading to
higher inflation and higher interest rates.
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EQUITY OUTLOOK

India is entering into an election phase with important states coming in for a verdict starting with
Karnataka in May 2018 followed by MP, Rajasthan, Maharashtra and then General Elections in mid
2019. Fiscal constraints for state and central government is unlikely to allow room for very large capital
spending and in fact may get constrained further due to more populism specially farm loan waivers
(Karnataka election manifesto for BJP promises a farm loan waiver if they come to power).

We at Alchemy are looking to navigate through this period of consolidation with confidence backed by
30%+ profit growth delivery expected from our investee companies.

Chandraprakash Padiyar

Portfolio Manager
Alchemy Capital Management Pvt. Ltd 1
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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.

Edited by:- Sachin Pawar (Ph: +91-22-66171742)
Alchemy Capital Management Pvt. Ltd., B-4, Amerchand Mansion, 16 Madame Cama Road, Mumbai 400 001. Ph: +91-22-
66171700
CIN- U67120MH1999PTC119811, Email ID: contactus@alchemycapital.com 3



