
FROM THE DESK OF FUND MANAGER

02-April-2020

Sub: Quarterly Report amongst the Corona Pandemic.

Dear Sir/Madam,

First of all let me wish that you and your family are safe and healthy. I hope you would be following social distancing which is 

the need of the hour. 

First, I would like to give summary of this le�er in the following bullet points.

    Everything was fine just before a month. Our Legend Plan was at PEAK.
    Impact of Corona. 2-3% reduc�on in GDP growth rate for India.
    Some Posi�ves: Crude and Cheap Capital.
    Government is Pro-ac�ve.
    Valua�on: They were reasonable last month, now cheap.
    Out performance of Por�olios amongst the fall.
    Outlook: Good in long run, �me to add new fund in PMS.

January and February started the year well as PMI (Purchase Managers Index) came at a 6 year high at around 55. On February 

22nd our por�olio Legend had made a new all �me high. To judge the performance of a Por�olio Manager, you should look at 

performance before the impact of Corona. Our performance as February 22, 2020 was,

# Alpha means out performance to benchmark.

A�er that suddenly Corona Virus event started playing out across the world and in March it was declared as Pandemic (spread 

across geographies) by WHO (World Health Organiza�on). India learnt its lessons from other countries like Italy and US where 

the spread of Virus was very fast, so our Hon. Prime Minister had to declare a lock down of 21 days in order to stop the spread. 

This is a bold step as it will stop economic ac�vi�es in a big way but nothing comes above safety of lives of ci�zens of this 

country.
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Type of Plan

Since Inception 14.04% 4.18% 9.49% 0.57% 13.36% 7.71%

26.94% 14.92% 12.25% 0.23% NA

NA

NA

NA23.83% 10.07% 20.01% 6.25%

Last 1 Year

Last 6 Months

Legend Marvel DynamicAlpha# Alpha# Alpha#

Now as we know that a big shi� has happened in last 1 month, let's discuss its impact on our economy and stock market. First of 

all, as per some leading agencies and economists, India's GDP growth will drop by 150 to 200 bps. Supply as well as Demand 

will take a big hit �ll the lock down con�nues. So revenues of companies will be affected as virtually there is no ac�vity 

happening. On the posi�ve side crude oil has come down by more than half which is a boon for India. A drop of $1 per barrel 

price in crude pricewill save US$1.3 billion i.e. Rs. 10k crores, provided this drop remains atleast for a year. 
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Now coming on to valua�ons we feel market was reasonably valued even before this outbreak. On market cap to GDP we were 

at 60% whereas US market was at 150%. We feel that FY21 could be a washout year from earnings point of view. As per 

Bloomberg consensus we are at 13 �mes earnings for FY22 even a�er we take a hit of 20%. Price to Book is also at about 2.6 

�mes. Valua�on is a func�on of discoun�ng the cash flows which is going to be generated by that business �ll perpetuity. 

Currently market is focussing at 2-3 quarters which does not reflect the true picture. For example, a stock or business was 

trading at Rs.100 pre crisis, now its intrinsic value has been damaged by 5-10% whereas stock price has come down between 

30 to 50%. So there is clearly a mismatch. In short value has been damaged much lesser than the price. Today market is 

factoring in all fear that is known but fear of unknown s�ll remains. Valua�on was reasonable earlier and is cheap now.

Similarly strong ac�ons have been taken locally by both central govt as well as RBI. First came the relief package for under 

privileged to the tune of Rs. 1.7 lakh crore. Then RBI came up with repo rate cut of 75 bps to 4.4% followed by reverse repo cut 

by 90 bps to 4% indirectly telling banks not to park their money with RBI and rather focus on credit growth. CRR cut of 100 bps 

to 3% will bring in liquidity upto Rs.1.37 lakh crore in the system. It also gave banks a choice to give three months moratorium 

on payments of instalments of all term loans and credit card dues.We feel that RBI can even tweak with defini�on of 

recogni�on of NPAs from current 90 days to 150 or 180 days.

Now to fight against this crisis most countries have cut their interest rates. From March 3, 2020 �ll date 61 countries have cut 

their interest rates. US Fed has gone with a rate cut of 150 bps bringing interest rates to near zero. Fed, ECB and BoE will do 

asset purchases worth $ 6.5 trillion. Fed has indicated that “QE is unlimited” if needed. This will ensure cheap capital across 

the world which again India can benefit from.

Government is also not passing the benefit to the end users and has raised excise duty on same. The other thing to note is most 

raw material prices have collapsed which will help companies maintain their margins.

Now coming on to the ques�on of what will do well as the dust se�les. We have been of the view for long �me now that 

superior quality will do well. Rather than thinking about what sectors will do well because of this crisis one should focus on 

long term and build por�olio accordingly. We are well placed there as we have businesses who are gaining market share, 

profit share and have generated high return on capital employed over a period of �me. We have Managements who have skin 

in the game, treated minority shareholders equally, having dealt with crisis in the past and have emerged strongly.What is 

remarkable to know is that over these years we have been able to avoid many landmines such as not inves�ng in Yes Bank, 

Indiabulls group, DHFL, Zee group, Future group, ADAG group etc. This is because of our saying no to misgovernance or shady 

track record, high debt, no or less skin in the game, capital misalloca�on and low Return of Capital employed. We are highly 

ethical and client oriented.
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Yours Truly,

(Siddharth B. Mandalaywala)

Fund Manager,

CONCEPT INVESTWELL PVT LTD.
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Banks and NBFCs have been the worst hit in this crisis as they are leveraged businesses. We have the top leading banks in our 

por�olio that have the best liability franchisee to face the blow. They have started to get incremental deposits post the Yes 

Bank fiasco. We are of the view that they will bounce back once ra�onality prevails. We have the best consumer businesses 

and their stock prices have been impacted much less than markets. In Q4 both our por�olios Legend and Marvel have fallen 

less than the markets.

So the million dollar ques�on is what an investor should do. We feel that definitely it is a painful period which everyone has to 

live through but being an equity investor this is the price we need to pay. If India is able to control this virus and once new cases 

of pa�ents tops out we should bounce back. As per IMF predic�on, India will remain the fastest growing economy in the 

world post crisis. We feel that if you have money which is long term in nature then this is the best �me to invest in next 2 

months. Being an op�mist helps us in these �mes to invest. I suggest topping up your corpus with us with addi�on of new fund 

in our PMS. It should deliver very good returns in the ul�mate analysis.

Human race has always found solu�ons and have come out of every crisis �ll date and I am sure we will emerge winner this 

�me too.
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