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Dear Investor,
Financial year 2018-19 started off with strong macro headwinds. Even before
business normalcy was restored post policy measures taken last year, crude oil
prices have rallied, the currency has been depreciating, inflationary pressures
have intensified, and the Central Bank has embarked on a rate-hike cycle.
Additionally, this year will also be a buildup for next year’s general elections
leading to sentimental uncertainties.
All these factors combined are set to put significant pressure on government
finances. With earnings growth still largely elusive for major part of markets,
the volatility witnessed last quarter is here to stay. Our portfolio companies too
have seen stock price drawdowns last quarter inspite of superior earnings
growth. We however strongly believe that the intrinsic value of our businesses
is far greater than current market prices, which in turn only reflect current
market conditions rather than long-term business value. This may be painful,
but it is only in such times that we get mispriced bets — both in the market as
well as our own portfolio. In that sense, as discussed in our last letter, volatility
is our friend rather than foe. Such drawdowns should be used to load-up
portfolio stocks — something which are currently doing.
Before we delve deeper, we wish to thank you for your unscathed faith in us,
even during these turbulent and volatile times. We reassure you of our
continued focus on creating/maintaining a portfolio of quality names at
favorable prices and providing you with good risk-adjusted returns over a
3-5year horizon.
In this letter, we discuss our thought process and reasons behind our recent
portfolio exits.
Regd. office: Unit No.1201,12th Floor, C Wing, Marathon Futurex, N.M Joshi Marg, Lower Parel, Mumbai-400013. Ph.No.:022-43320600, Fax No.:022–43320601
Corp. Office: 3rd Floor, House No.9, Magnet Corporate Park, Near Zydus Hospital, S.G Highway, Ahmedabad-380 054. Ph.No:079-6190 9595, Fax No.:079-61909560
SEBI Registration No.: NSE Capital Market-INB231301731; F&O - INF231301731; BSE Cash - INB011301737; PMS- INP000005216, Research Analyst-INH000001154 CIN -U65993MH2007PTC176044

Equirus Securities Private Limited

The Art of Selling
Investing is a collection of many aspects such as screening/scouting for ideas,
research/scuttlebutt, valuation, portfolio allocation, and execution of trades in
terms of buying and selling.
A lot of material has been dedicated to screening, research and the valuation
part of investing — aspects which are much more scientific in nature. On the
other hand, portfolio allocation and execution, especially selling, involve much
more art. However, very few books have been written on the art of selling.
Hardly any industry experts talk about it with the same confidence as they talk
about research. We believe selling is an equally important aspect, if not more
than research and buying.
As you must be aware, we have exited four positions in the last one year,
primary due to the following reasons:
- Thesis playing out faster than expected with leading front-ended returns
- Initial thesis going wrong or not playing out as expected
- Changes in business environment making expected returns unattractive
while stocks remained fairly valued
- Government policies or a changing economic environment leading to
adverse changes in a company’s business
- Very high capex funded with debt and/or external equity not resulting in
growth
- A better opportunity coming up (in case portfolio is fully invested)
All of our ‘sell’ decisions can be classified into one or more of these categories.
Investments are like motion pictures rather than still photographs. Business
dynamics keep evolving for good or bad over a period of time. Our job is to
keep a tab on this, remove the ones that are deteriorating and hold on to/add
the ones which are on course or improving.
In our endeavor to stay on top of the game, we keep re-evaluating our portfolio
companies and comparing them to the original thesis. Many a times, things in
business do not change as fast as share prices. These are the times when we
need to keep our composure, stay confident, be alert and wait for the market
to correct the mispricing. While we constantly evaluate new investment ideas
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and compare them with our portfolio stocks in terms of investment
attractiveness, there might be long periods characterized by lack of actionable
insights. This period may last for a quarter or few. However, please be
informed that we are constantly on a lookout to improve our portfolio
composition.
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Fund performance
The Equirus Long Horizon Fund, as the name suggests, invests in listed
securities with a long-term horizon of 3-5 years. Our adherence to robust
processes, prudent investment strategies along with flexibility to invest in strong
businesses/franchises — while a perfect recipe for above-average long-term
results — has already started yielding results. With over one year of our launch,
we have given a return of ~19%. Returns vary across clients, depending upon
their entry into the PMS.
Comparative performance of ELHF vs. benchmark indices1 since launch (20Oct’16)
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As discussed before, we think this is very good time to increase allocation to
the existing portfolio stocks.

Return figures are net of fees and as of 30t Jun’18. Returns are adjusted for inflows/outflows and are
TWRR
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Current Aggregate Portfolio Characteristics
As a step towards greater transparency, we share our portfolio-level
characteristics every quarter:
Number of businesses

11 companies

Current cash position

~22%

Last 3-year earnings CAGR

34%

Latest portfolio ROE

20%

TTM (trailing twelve month)
portfolio PE

20.6x

Acquisition portfolio TTM PE

18.5x

Churn

35% (excluding the buying/selling of Liquid Mutual
Funds, stocks given to us by our investors and
capital redemption by investors).

I thank you for your valuable support and trust for investing in ELHF, and I
reinforce our commitment to make your investment decision profitable.
For any queries, please feel free to get in touch with me or my team.
Thanking you,

Viraj Mehta
Managing Director
Equirus PMS
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Annexure
And lastly, some articles we found interesting during the quarter. Hope you
enjoy them!
• Why Some Companies Need More Tortoises, Not Hares on Knowledge
@ Wharton
• When Holding is the Hardest Part by Ben Carlson
• A Dent in the Universe by Venkatesh Rao
• The ultimate 3500-word guide in plain English to understand Blockchain
by Mohit Mamoria
• The Nutella Billionaires: Inside The Ferrero Family’s Secret Empire by
Noah Kirsch

Disclaimer: This communiqué does not constitute or form part of any offer or recommendation or
solicitation to subscribe or to deal with Equirus PMS. The views expressed by Viraj Mehta, Portfolio
Manager, Equirus PMS are his personal views as on the date mentioned. These should not be construed as
investment advice to anyone. This communiqué may include statements that may constitute forward
looking statements. The statements included herein may include statements of future expectations and, are
based on his views, observations and assumptions and involve known and unknown risks and uncertainties
that could cause the actual results, performance or events to differ substantially or materially from those
expressed or implied in such statements. He does not undertake to revise the forward-looking statements
from time to time. No representation, warranty, guarantee or undertaking, express or implied is or will be
made. No reliance should be placed on the accuracy, completeness or fairness of the information,
estimates, opinions contained in this communiqué. Before acting on any information contained herein, the
readers should make their own assessment of the relevance, accuracy and adequacy of the information and
seek appropriate professional advice and, shall be fully responsible for the decisions taken by them.Past
performance is no guarantee of future results. This communiqué does not constitute an offer to sell, or a
solicitation of an offer to buy portfolio management services or securities described herein. No such offer or
solicitation will be made prior to the delivery of a confidential offering memorandum or a PMS Agreement
and other materials (such as Disclosure Document) relating to the matters described herein. Before making
an investment decision with respect to such interests or securities, potential investors are advised to read
carefully the Disclosure Document, PMS Agreement, confidential offering memorandum, the limited
partnership agreement, if any, and the related subscription documents and to consult with their tax, legal
and financial advisors.
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