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Resilience Of The Indian Consumer

After an unusually long run of beating expectations, the Indian reporting season was somewhat
disappointing on a broad basis. The consensus is that last quarter was a particularly slow one for
Indian growth, as confirmed by the GDP number of 5.4%.

There are some reasons for this, predominantly weak government infrastructure spend, which does
not seem to have regained its mojo post the election in May. This comes perhaps as new budgets
and targets are established, and while the government is keen to improve the fiscal deficit, the
current trajectory looks too steep. Given the underspend, it would not be unreasonable to see this
accelerate in the second half of the fiscal year.

The real problem areas for results were in Cement, Steel and Oil & Gas companies, none of which we
would own, and which were sharply negative. While fiscal restraint was partly responsible, we also
suspect that increasing amounts of excess product in all these commodities is washing up on India
shores from China.

The more consumer orientated sectors where, as you would expect, significantly more resilient. We
have always focussed on companies, and particularly consumer businesses where we find much
more consistent growth. For our portfolio of 11 stocks in India, our average revenue growth for the
third quarter versus the same period last year was 32.6%. Average EPS growth was 110.4%, albeit a
rather meaningless number which includes plenty of “noise” as quarterly numbers always do, but
certainly not much sign of slowdown here. The portfolio also includes food delivery and quick
commerce leader, Zomato, which has only recently broken even. But we were thoroughly
encouraged by its revenue growth number which was in excess of 30%. The success of companies
like Zomato illustrates the importance of being able to adapt to changing consumer needs as the
country’s digital transformation continues.

We believe a likely rebound is coming in the second fiscal half and there are still plenty of very
reasonably priced growth companies to be found if you know where to look.
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This document has been issued by Aubrey Capital Management Limited which is authorised and regulated
in the UK by the Financial Conduct Authority and is registered as an Investment Adviser with the US
Securities & Exchange Commission. You should be aware that the regulatory regime applicable in the UK
may well be different in your home jurisdiction. This document has been prepared solely for the intended
recipient for information purposes and is not a solicitation, or an offer to buy or sell any security. The
information on which the document is based has been obtained from sources that we believe to be reliable,
and in good faith, but we have not independently verified such information and no representation or
warranty, express or implied, is made as to their accuracy. All expressions of opinion are subject to change
without notice. Any comments expressed in this presentation should not be taken as a recommendation or
advice. Please note that the prices of shares and the income from them can fall as well as rise and you may
not get back the amount originally invested. This can be as a result of market movements and of variations
in the exchange rates between currencies. Past performance is not a guide to future returns and may not be
repeated. Aubrey Capital Management Limited accepts no liability or responsibility whatsoever for any
consequential loss of any kind arising out of the use of this document or any part of its contents. This
document does not in any way constitute investment advice or an offer or invitation to deal in securities.
Recipients should always seek the advice of a qualified investment professional before making any
investment decisions.
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