
Jaipur AM India Growth Unit Class (JIG) - Quarterly Investment Update

AS AT 31ST DECEMBER 2018

Overview
The Jaipur AM India Growth Unit Class (JIG), an investment opportunity within the Jaipur AM master fund, offers wholesale, 
professional and sophisticated investors the opportunity to invest in companies listed on the Indian Stock Exchanges.
The primary investment objective of the JIG is to generate returns that exceed the MSCI India Index by more than 200 basis 
points per annum, after fees, over the medium to longer term.
Currently the JIG invests its capital in equal weightings between the funds of three experienced Indian investment managers. 
All managers pursue the investment style and philosophy of Growth at a Reasonable Price (GARP) however, each has a 
specific approach.

Investment Performance
PERFORMANCE* AS 
AT REPORT DATE

1 MONTH 
%

3 MONTH 
%

6 MONTHS 
%

1 YEAR 
%

3 YEARS 
%P.A.

5 YEARS 
%P.A.

SINCE INCEPTION 
(1 AUG 2016)

JIG (AUD net of fees) +5.8% +6.1% +3.6% -1.2% +16.1% +21.9% +15.5%

MSCI India (gross) +3.6% +5.4% +5.2% +3.0% +9.4% +13.4% +10.8%

Outperformance +1.7% +0.7% -1.6% -4.2% +6.7% +8.6% +4.7%
* The table above provides an indicative performance of the JIG as at the report date, and is subject to the finalisation of the JIG tax return. JIG has been in operation 

since 1 August 2016. Performance data longer than the JIG’s history is back-tested performance (pre-tax, after fees and expenses), assuming the JIG was invested in 
the underlying funds in its current ratio of investments over the respective timeframes and reinvested any distributions. 

Economic Commentary
The December 2018 election results for 5 states, was as 
predicted in our June 2018 quarterly report with Modi’s Bhartiya 
Janta Party (BJP), unable to form government in any of these 
states. What surprised us was that the results were very close - 
the BTP actually did better than we expected. 

Not even a month has lapsed since the opposition has formed 
government in the key state of MP and rumblings of the BJP 
being ready to topple the fragile Congress government there, 
within 15 days if required, (the opposition Congress party is 1 
seat short of majority, leading the BJP by 5 seats with 7 seats 
being with minor parties).

We reiterate our position that we would not be surprised to 
see a fragile coalition of the opposition forming government 
in the coming federal elections expected in May 2019. We 
see a period of substantial economic activity and reforms in 
the first year of the new government which we do not believe 
will complete its full term. A sense of Déjà vu is likely, where 
rapid reforms saw 4 Prime Ministers in a space of 3 years, only 
to have fresh elections and hand over power back to the BJP 
government. A golden period followed. This is a situation we 
would not be unfamiliar with, having had 5 Prime Ministers in as 
many years ourselves.

We note that the agreement to share financial data between 
India and Switzerland kicks in from 2019, the year of the 
election. One can only assume possibilities of political fallout 
from findings, if any, would not be small.

For deeper understanding leading into the electioneering 
period we have included in depth comments from all our three 
managers in our quarterly.

Note from the Head of Equities  
of our partner – UTI 
The chart on the next page plots the GDP data for China as 
per World Bank in USD (1), the GDP data for India as per 
World Bank in USD (2), the Shanghai Composite Index in 
USD (3) and S&P BSE 200 Index in USD (4). This is for the 
16-year period from Dec 2001 to Dec 2017.

INDEX CURRENCY TOTAL 
RETURN 

CAGR

1. World Bank 
China GDP Index

USD 813.67% 14.82%

2. World Bank India 
GDP Index

USD 442.31% 11.14%

3. The Shanghai 
Composite Index

USD 245.22% 8.05%

4. S&P BSE 200 
Index

USD 1227.10% 17.53%



Source: Bloomberg

We know that during this period India has faced 3 general 
elections – 2004, 2009, 2014 and China does not really have 
a multi-party system. During this period China’s Nominal 
GDP grew 14.82% p.a. in USD terms. India’s Nominal GDP 
grew at a slower pace than China at 11.14% p.a. in USD 
terms. Certainly, we should aspire to grow faster than we are 
currently growing. But note, that this faster GDP growth and 
lack of elections has not converted into better stock market 
returns in China. India equity returns as denoted by the S&P 
BSE 200 Index have out-performed China’s equities by a 
wide margin (both in USD). 

I can only hope that this provides food for thought, for 
those who believe that election outcomes determine long 
run market outcomes. This should also give pause to the 
camp that believes that the uncertain outcome of elections 

converts into poorer market returns. Further, those who 
firmly believe that GDP growth is the sole factor that drives 
equity returns might also want to rethink their arguments. It’s 
a lot more complex than that. China has the better growth, 
an apparently stable political system and government but 
not the better stock market returns. India may have lagged 
on GDP growth and may have the spectre of uncertainty 
brought about by constant electioneering and yet India has 
the better returns. 

Of course, there is volatility associated with elections. Emotions 
run high during elections and some of that spills into the 
markets. But, the data and history say it loud and clear. Elections 
and GDP growth are not the sole determinants of long-term  
equity returns. 
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Even as the US and China’s actions and activity kept 
world markets interesting, subtle recognition of India’s 
counterbalancing act were evident. India has a barter account 
with Iran exchanging much needed Crude oil for Indian 
produce. The US diluted its sanctions in our view primarily to 
accommodate when India made it clear, it would disregard any 
such sanctions.

We saw the Chinese growth story sputter – with vehicle sales 
in 2018 falling for the first time in 20 years. Daimler Benz, BMW 
and Jaguar – all shutting their plants for periods to manage the 
situation. Predictions of a much slower economic growth rate of 
sub 6% have been made by agencies. 

In contrast, India is on fire. Expected economic growth was at 
3-year highs and revised upwards to 7.3%. As the country put 
behind the disruption caused by changes due to implementation 
of GST, double digit growth in vehicle sales were witnessed by 
some manufacturers – who have announced expansion and 
setting up of greenfield plants.

We have said the India has always had a different path to the 
conventional methodologies and has often by passed the 
need for infrastructure by using innovation and technology. 
Necessitated by demonetisation the masses continue to move 
from cash-based transactions to digital ones. In December 
2018, the localised United Payments Interface (one could call 
it a local version of Visa or Mastercard) monthly transactions 
crossed the Rs. 1 trillion mark ($20 Billion), growing at 25% 
YOY. A total of 625 million transactions occurred, half of which 
were mobile wallet transactions. 

Double digit growth saw GST monthly revenues reaching $20 
Billion even as processes were simplified, rates reduced and 
exemption thresholds doubled to about $50,000 per annum for 
small businesses. 

If growth was ever in doubt – Oxford economics recent report 
states that India will have a clean sweep of all ten of the top 10 
fastest growing cities over the next 20 years. Contrary to trends 
in some key economies including China and Australia, house 
prices were up 22% in 33 key cities in India. 

Note from the Head of Equities of our partner – UTI (continued)
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This was even as the country improved its Global Electricity 
access rankings from 99th position to 26th. 

Silently, PM Modi – was there at Varanasi to receive for the first 
time in Indian history, the country’s first inland container vessel. 
Over $1 Billion in infrastructure has been spent to enable the 
1400 Km route, on the Ganges river from the east (Haldia) to 
Varanasi, promising a much-needed alternative to the more 
expensive options by road and rail.

The Country’s power minister emphasised that they would seek 
to exceed the renewable energy targets of a capacity of 225 
Gigawats vs the current capacity of just 40 GW.

Trends in all India RE capacity
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As all this happened, closest to our hearts at Jaipur Asset 
Management was the implementation of the Prime Ministers 
“Ayushman Bharat Yojna”  (literally means blessings for a long 
life). The scheme aims to provide health care benefits to 500 
million people in India who currently have limited to no access 
to modern healthcare.  Its first 100 days saw benefits being 
provided to over 700, 000 beneficiaries. A rare mix of facilities 
both private and public to ensure this has been marshalled.

The late Lee Kuan Yew of Singapore once said that the 
greatness of a country is measured by how it treats its poorest 
and most vulnerable. Modi’s strong no nonsense, do it now 
approach and focus on building social capital assets for their 
well-being, has earned direct comparisons with him.

Our firm belief is that this government has committed not to 
reforms but rather to transform India.

Relative market performance
The Indian market represented by the MSCI India Index has 
delivered a return (in AUD) of 3.0% over the 12-months to 
report date.

After allowing for management fees, the 12-month return 
for JIG was -1.2% beating the index by -4.2% vs our stated 
objective of 2%. Since inception JIG has an annualised return 
of 15.5% vz 10.8% by the MCSI, giving an outperformance of 
4.1% P.A.

This abberation apart, it aligns with our Fund’s historical returns 
based on the back-tested performance of the underlying sub-
funds, delivering consistent outperformance relative to the 
MSCI India Index, as shown on the previous page.

The chart following shows the relative performance of different 
equity markets over the past year and compared to the 
performance of the JIG.

5 year performance vs JIG*
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* Performance data for JIG prior to 1 August 2016 is back-tested against the 
historical performance of its underlying assets

JIG Commentary
The Indian markets and our fund have seen monthly volatility 
of circa 5- 10% every month for the last 6 months. Our view 
since inception, remains that this is a key characteristic of these 
markets and we have chosen differing investment manager 
styles within an overall direction to smoothen returns and 
exceed benchmarks. They have very kindly shared some of 
their succinct views.

We reiterate that investment in India, while can be very attractive, 
is not for the faint hearted. It needs to be a well thought long term 
strategy. The key is not to mirror the index but carefully seek the 
sectors that will have exponential growth and returns due to 
the key aspects of consumption growth and demand drivers by 
seeking companies that are well managed and governed. This 
requires a deep on the ground understanding, patience and 
undoubtedly a strong heart that has high long term conviction. 
Our preference remains in seeking opportunities that offer deep 
value and growth.

Analysts have regularly over estimated corporate earnings 
growth in India and the current year is no exception. Traditionally 
the market has been skewed to PE growth to drive returns. 
Valuations have come off and since normalised. Our view is 
that the markets are now ripe to see the impact of earnings 
growth rather than PE growth. This marks a significant change 
to drivers of returns in the country and demands an on-ground 
presence that we have chosen through our respective fund 
manager partnerships.

Another key but little reported structural change which we 
expect will have significant impact has been made by the 
regulator. It has reduced the number of securities in which 
the derivatives upon expiry will be cash settled and indicated 
that this will be accelerated to cover the universe. This would 
be considered punitive for short sellers over a period as risks 
to short selling were not unlimited but rather limited to the 
settlement price on expiry.

Domestic fund inflows continued to be buoyant. To get 
perspective investments in Systemic investment plans into 
funds were $1.5 billion per month vs the $0.6 billion in 2016. 
Equity plans now constitute 10% pf savings vs less than 3% 
two years ago. The diagram below shows the potential when 
compared to other countries.
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World: how we stack up

MF 
PENETRATION 
(AUM / GDP) %

EQUITY 
PENETRATION  
(AUM / GDP) %

USA 104% 62%
France 76% 23%
World 62% 32%
UK 57% 29%
Germany 54% 25%
Brazil 50% 11%
SA 49% 29%
Japan 30% 26%
S Korea 26% 5%
China 14% 3%
India 11% 4%

Within our overall fund – we increased exposure to banking as 
the headwinds of the last few months issues restored valuations 
to attractive levels. Our biggest holding is now HDFC Bank 
which is a proxy for IT driven banking services catering to the 
masses. We reduced exposure to consumer stables mainly 
driven by getting full value as Unilever’s takeover offer for GSK 
Consumer Brands in India was accepted, pending the usual 
formalities. Falling oil prices and lower valuations drove our 
investment into energy by taking exposure to an oil refining 
and marketing major. With orderbooks growing by circa 30%, 
the infrastructure sector appears to hold promise and we have 
increased our exposure there.

Market Outlook by our Partner –  
SBI Fund Management’s Chief 
Investment Officer
After US$ 75 billion of FII inflow in Indian equities for six 
consecutive years, a marginal outflow of US$ 4.4 billion 
in 2018 should be looked at rather positively, especially 
when emerging markets witnessed a generalized sell- off 
pressure. Domestic institutional investors continued to pump 
in money for the fourth straight year (US$ 16 billion). The 
overall liquidity, however, was just enough to meet the fresh 
supply (US$ 11 billion). 

2018 saw some weakening in Indian macro catalyzed by the 
oil price rise which translated into weakening FII sentiments 
and external account, depreciating rupee, and rising interest 
rates. Fuel and core inflation ticked up but ultra-low food 
prices kept the overall inflation under check. At the same 
time, GST collections didn’t witness the desired buoyancy. 
The banking system liquidity turned from surplus to deficit. 
Looking ahead, it appears unlikely that there will be a 
coordinated deterioration for these variables in 2019 as well. 

We expect investment cycle to pick up in 2019. Drivers of 
capital spending now looks a tad better, while the drivers of 
consumption are a tad worse (at least not better). Utilizations 
have increased for airports, power, cement, oil refineries, 
chemicals, textiles, steel, capital goods and autos. The 
capex to depreciation ratio for BSE 500 companies had 

fallen below the long-term trend and asset turnover is higher 
than long-term trend indicating the need to undertake 
investment. Corporates are better placed to undertake 
capital spend with improved leverage and interest coverage 
ratios. Banks are in a better shape to lend now. Select sectors 
such as automobiles, cement, chemicals, hotels, oil & gas 
(particularly gas) and steel should lead the cycle. Unlike 
the last cycle, power generation may not be the big driver. 
Additionally, the thrust for housing demand still seems amiss 
and the challenges in the NBFC sector may impact SMEs. 

We were positive on rural consumption growth two years 
ago. Improving agricultural output and government’s thrust 
towards rural spending had led to better access to roads, 
electricity, internet, housing and finance. These positive 
forces have been ebbing at the margin. There has been 
limited success in improving the farm income. Low food 
inflation, while positive for urban consumers, has adversely 
affected the farmers’ income. 

Structurally, wage growth and employment prospects are 
weak. Over the last several years, India’s consumption has 
outrun the income growth. Consumers have been saving less 
and resorting to leverage to meet their lifestyle aspirations. 

Current challenges in the NBFC may dent their ability to 
continue the momentum. And to that extent, much will 
depend on government’s policy actions in reviving the rural/
farm income and keep the consumption growth afloat. 

Coming back to the equity markets, global factors and 
noise around general election will be a drag on the market 
performance, particularly in 1H 2019. Nevertheless, 2018 
had seen some de-rating in the Indian equities. And hence, 
the positive turn of macro, continued earnings recovery, 
coupled with sustained liquidity should help equities to 
deliver double digit returns this year. Hasten to add, this will 
be a roller-coaster ride as intra-year volatility is likely to be 
substantially high. 

The improving prospect for private sector investment augurs 
well for the industrials sector which has underperformed 
the overall market so far. Capex recovery along with NPA 
resolutions should help corporate banks to continue to out-
perform. Barring select players, NBFC’s will face pressure 
on margins and growth. Given the rich valuations and the 
ebbing tailwinds, consumer stocks may lose sheen. Barring 
any unexpected event shocks, we expect rupee to be stable 
around 70-72/ US$ in the near-term and then gradually 
gyrate towards 74 levels by FY20 end. Tailwinds of rupee 
deprecation may be ebbing for exporters. 
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Disclaimer: 

Jaipur Asset Management Pty Ltd ABN 609 415 975, a corporate authorised representative (No. 1239940) of D H Flinders Pty Ltd ABN 16 141 601 596 AFSL 353001, 
is investment manager of both the Jaipur AM Master Fund (Fund) and Jaipur AM India Growth Unit Class (Sub-Fund). Vasco Funds Management Pty Ltd is trustee of 
the Jaipur India Growth Fund and Vasco Investment Managers Limited is trustee of the Jaipur AM Master Fund. Investors gain exposure to the Sub-Fund through an 
investment in the Jaipur AM India Growth Unit Class. The Sub-Fund invests in funds that predominantly invest in Indian based securities. All figures are in AUD and as 
at this report date. Past performance is not a reliable indicator of future performance. Investors should note that neither the Trustee, the Investment Manager nor any 
other person or entity, guarantees any income or capital return from the Fund. To invest in the Fund, you need to be a “wholesale client” as defined in s761G of the 
Corporations Act. You should read the Information Memorandum for the Fund in full to consider whether an investment is appropriate for you. We strongly recommend 
that you seek your own professional financial and legal advice prior to any investment decisions.

2018 turned out to be yet another year for contained CPI 
inflation as softness in food prices tide over the higher fuel 
and core inflation. Prices are expected to stay sub-4% 
over the next six months as well helped by recent softness 
in crude prices. But it should climb higher through the 
year. Food prices have remained depressed for long and 
should logically mean revert. Lack of remunerative prices 
will eventually feed in the form of lower supply. We expect 
inflation to inch higher and touch even 5% in second half.
Disclaimer: 

Jaipur Asset Management has used the SBI Funds Management Private 
Limited (“SBIFMPL”) CIO’s opinion  on Indian outlook for information purpose 
only. Please note that SBIFMPL products/services are available in restricted 
jurisdictions only subject to their respective regulations and this presentation 
is for information purposes only and is not an offer to sell or a solicitation to 
buy any product/mutual fund units/securities  by SBIFMPL

Jaipur India Growth Fund - Historical Performance 
of Sub-Funds
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Views from our Fund Manager at our 
Partner Birla Sunlife
India’s equity market performance is remarkable given the 
number of headwinds faced over 2018. Rising oil prices 
impact the current account position and destabilise the 
currency. This led to the use of open market operations 
and accumulated foreign reserves to defend the currency. 
However, since the peak price of US$85 per barrel on 
October 2, 2018, oil has retraced significantly, providing 
breathing room to India’s macroeconomics and corporate 
profitability. Question marks over the strains on the banking 
system remain, given the significant non-performing loans 
(estimated now at US$200bn). The Bankruptcy Code Reform 
and effort by the RBI to clean up lending and the financial 
system brought to bear pressures on the system when 
liquidity was tight due to rising bond yields (Sep-Oct 2018). 
This led to a default by one of India’s largest infrastructure in 
IL&FS, before the Government and Central Bank stepped in 
to assure investors and inject liquidity. Most recently Banks 
have reported better recoveries from stressed assets owing 
to the implementation of the Insolvency and Bankruptcy 
Code two years ago. Total recoveries stood at ~US$6bn 
from disputed loans of ~US$42bn in FY17-18. 

PM Modi and his BJP Party’s fading popularity, given poor 
perception of reforms like Demonetisation and GST has left 
many speculating if they can repeat their strong win of 2014 
and if indeed, win at all. The BJP and its alliances form the 
National Democratic Alliance (NDA). The NDA won 336 
seats out of 545 in 2014 in the Lower House for India’s first 
political majority in 24 years (BJP won 286 seats on its own 
accord). It is unlikely to secure the same outright majority in 
2019, but likely to win nevertheless. 

Most active managers investing in Indian markets, local or 
foreign based, suffered underperformance relative to their 
passive market-capitalisation orientated benchmarks, due 
to the “mega cap effect” in 2018. Our performance was 
also similar. Our proposition revolves around our philosophy 
that India is going to be a high growth region given its 
significant and youthful population and a very low base of 
GDP per capita. With some economic and market reforms, 
significant bottlenecks can be reduced to create even 
higher sustainable growth. Additionally, it is our view that the 
best way to invest for growth in a market like India is to adopt 
an active approach that focuses on depth in stock picking. 
Primary research and the local knowledge advantage we 
believe can produce significantly better results than passive 
market-capitalisation based investing over the long-term. 



Unit Price History
DATE UNIT 

PRICE
DATE UNIT 

PRICE

01 January 2019 $1.4258 01 October 2017 $1.2737
01 December 2018 $1.3442 01 September 2017 $1.2575
01 November 2018 $1.2682 01 August 2017 $1.2480
01 October 2018 $1.3348 01 July 2017 $1.2062
01 September 2018 $1.5183 01 June 2017 $1.2175
01 August 2018 $1.4560 01 May 2017 $1.2121
01 July 2018 $1.3671 01 April 2017 $1.1281
01 June 2018 $1.3842 01 March 2017 $1.0602
01 May 2018 $1.4297 01 February 2017 $1.0102
01 April 2018 $1.3662 01 January 2017 $0.9955
01 March 2018 $1.3901 01 December 2016 $0.9709
01 February 2018 $1.4173 01 November 2016 $1.0170
01 January 2018 $1.4323 01 October 2016 $1.0044
01 December 2017 $1.4119 01 September 2016 $1.0230
01 November 2017 $1.3607 01 August 2016 $1.0000
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Past performance is not a reliable indicator of future performance. This report 
has been obtained from the Vasco Investment Managers website. It is intended 
only for the authorised users of the site and is issued subject to the terms of use 
of the site. The terms of use are available on the site. 

Unit Price Rounded to 4 decimal places

Principal Office
30 Tullamarine Park Road 
Tullamarine Victoria 3043

City Office 
Suite 2302,  
Level 23 HWT Tower 
40 City Road 
Southbank Victoria 3006

Telephone
+61 3 8336 7557

Email
info@jaipurfunds.com.au

Website
www.jaipurfunds.com.au

Contact Details

Note Monthly NAVs are available on vascofm.com

Fund Facts
Inception date 1 August 2016

Objective

JIG aims to provide a total return (both capital 
growth and income), after fees and costs,  
that exceeds the MSCI India Index by 200bps 
per annum, after fees, over the medium to 
longer term.

Benchmark MSCI India Index

Asset allocation Indian Equities 95.6%
Cash 4.4%

Current managers

• Aditya Birla Sun Life Asset Management 
Company Pte Ltd

• SBI Funds Management (International) 
Private Ltd

• UTI International (Singapore) Private Limited

Fees 1.10% per annum of the Gross Asset Value  
of the JIG

Pricing frequency Monthly on first business day

Tax
The Fund is for investors registered for tax in 
Australia. Normal taxation rates will apply on 
Income and Capital Growth when realised.

APIR Code VIL7707AU
Research 
recommendations Arkaba Advisors – Investment Grade

Top 10 Holdings

3.0%

2.3% 

2.2%

2.1%

2.1% 

HDFC Bank Limited  

ICICI Bank Ltd  

Reliance Industries Ltd 

Bajaj Finance Ltd  

Maruti Suzuki India Ltd  Infosys Ltd 

Indusind Bank Ltd

ITC Ltd  

AU Small Finance Bank Limited 

Housing Development Finance 

2.0% 

7.2%

4.7% 

4.5% 
3.3%

Sector Breakdown
As a percentage of Net Asset Value as at report date

SECTOR TOTAL LARGE 
CAP

MID 
CAP

SMALL 
CAP

Banks 16.9% 16.3% 0.6%
Consumer 
Discretionary

9.6% 5.9% 3.5% 0.2%

Consumer Staples 10.6% 8.5% 2.0%
Energy 3.7% 3.7%
Financials 16.2% 5.9% 5.8% 4.5%
Healthcare 7.8% 3.2% 2.7% 1.8%
Industrials 7.4% 3.4% 1.7% 2.4%
Information Technology 15.1% 8.4% 5.4% 1.3%
Materials 5.4% 3.8% 0.9% 0.6%
Real Estate 0.0%
Telecommunication 
Services

0.3% 0.3%

Utilities 1.5% 0.8% 0.7%
Liabilities -0.2%
Underlying Fund Cash 
Holdings

3.1%

Cash 2.6%
100.0% 60.2% 23.4% 10.9%


