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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) -12.1% -2.4% -2.3% +4.8% +12.8% +24.5% +14.3%

MSCI India (gross) -9.1% -0.2% +3.0% +9.6% +5.9% +15.4% +9.4%

Outperformance -3.0% -2.2% -5.3% -4.8% +6.9% +9.1% +4.9%
* 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
By further reducing its annual borrowing targets in the middle of 
the fiscal year, the Modi Government has sought to re-establish 
India’s credential  as the world’s most attractive emerging 
market economy. It signals their intent to stick to fiscal austerity 
despite the pressures from the external environment and 
forthcoming elections. It reduced its gross borrowing target by 
Rs700 Billion ($14 Billion), a reduction of almost 25% putting 
pressure and keeping the lid on bond yields.

Despite the pressures due to high oil prices and the 
depreciation of the Rupee (which has depreciated by over 
13% YTD) the inflation number appears to be reasonable. 
(September CPI held steady at 3.8% y-o-y vs. 3.7% in August, 
which was below consensus of 4.0%)

Inflationary pressures due to the proposed increase in 
Minimum Support Prices for agricultural produce by 1.5X may 
not be as hard given that it is likely to be done strategically, as 
being an election year, we believe that losing on food inflation 
would also mean losing the battle on both the external and 
political fronts. It appears that the efficiencies in logistics 
due to bigger tonnage of vehicles plying on roads and less 
stoppages at check posts after implementation of GST may 
be a factor offsetting the fuel price increases to an extent.  

In our view, after months of restraint, the government stained 
its reform credentials by reducing fuel levies and also asking 
oil marketing companies (with substantial government 
ownership) to reduce prices thereby lowering their profitability. 
Minority shareholders in these companies have been left 
licking their wounds.  One is tempted to think that the worst of 
the impact of oil and currency may now be behind us.

The RBI surprised markets by keeping policy rates on hold vs 
expectations of a 25bp hike. It expects Q2FY18 CPI to ease 
to 4.0% (vs. 4.6% previously) and then rise between 3.9% 
and 4.5% (was 4.8% previously), then picking up to 4.8% 
in Q1FY19 (5.0% previously). FY19 growth forecasts were 
retained at 7.4% but the trajectory shows a slight downside 
of 0.1%. Typically, impact of depreciation on factory output 
takes a few quarters. India continues to hold foreign Exchange 
reserves exceeding $400 Billion.

Strong September quarter earnings were reported from 
players in IT, Banks and FMCG and the manufacturing sectors. 
Expectations continue of robust growth, based on a survey 
conducted by one of India’s leading Chambers of Commerce, 
FICCI. The PMI has increased to 52.2 from a 3 month low  
of 51.7, somewhat due to the base effect of post GST  
inventory rebuild.
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Relative market performance
The Indian market represented by the MSCI India Index has 
delivered a return (in AUD) of 9.6% over the 12-months to 
report date.

After allowing for management fees, the 12-month return 
for JIG was 4.8% beating the index by -4.8% vs our stated 
objective of 2%. Since inception JIG has an annualised return 
of 14.3% vz 9.4% by the MCSI, giving an outperformance of 
4.9% 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
As the world marked the 10th anniversary of the collapse of 
Lehman Brothers, there was mayhem in the Indian markets 
by what is being referred to as India’s “Lehman Brothers” 
equivalent event. The leading infrastructure finance company 
IL&FS, whose significant shareholders, included stalwarts of  
the Indian Financial system and also the likes of ORIX  
Corporation of Japan and Abu Dhabi Investment Authority, in a 
completely unexpected move, defaulted on payments to lenders.  

The Rs 1 Trillion ($20 Billion) exposure effectively recreated 
a similar scenario of people not knowing their underlying 
exposures and froze liquidity in the financial markets. 

In our experience the regulators and governments in India 
have been known to be unaware and unable to act in time, 
often resulting in knee jerk reactions to significant events – 
the usual case of doing too little - too late. However, we are 
impressed at the speed and methods that were employed by 
the Government to contain the fall out. In a swift move they 
replaced the ILFS Board with seasoned professionals under 
whom the markets would draw confidence on the governance 
of the affairs of the organisation. The subtle but unannounced 
undertone was that the government was unwilling to let the 
organisation collapse and effectively would in an unspoken 
way guarantee its dues and recapitalise it. 

Our view is the government has sought to stabilise what 
would otherwise end up as significant volatility in a desire the 
preserve investment flows into much needed infrastructure 
projects. Even as this will cause a rethink on the values of 
the assets, projections and possibly a shakeout, as has 
happened in Australia recently with its roads,  in the longer 
term this should be positive for the sector.

However, the damage was done, and the global contagion 
did not help as overseas players continued to withdraw funds 
and local investors froze due to the lack of clarity.

The first bout of nervousness came from the RBI decision to 
replace Yes Bank’s CEO. This, unprecedented and widely 
unexpected move, opened a can of worms within the sector. 
Considered a relatively well managed bank,  (one of our fund 
managers also had a circa 3% exposure in their portfolio), 
nervousness about how the transition would be managed 
gripped the markets and the whole Banking and Financial 
Sector, which was already reeling under the weight of active 
management of “bad” loans lent by the Public Sector banks. 
The Reserve Bank (RBI) gave orders preventing Bandhan bank 
from opening any further branches and was instrumental in 
the departure of the High profile CEO of ICICI  bank, one of the 
two largest banks in India, due to alleged family involvement 
in a billion dollar lending fiasco. Given the pressures on it 
from the clean-up of bad loans given by the Public sector in 
which assets of some of the largest Industrial houses have 
been taken over and sold (unprecedented in India as they 
were always considered holy cows), we draw comfort that the 
RBI is flexing its muscle and proactively ensuring order in the 
financial markets against its past practice of being reactive.

The table below illustrates the depth of the fall during the 
Lehman Brothers crisis and current events. One can see how 
catastrophic the events have been that have wiped out the 
last 2 years gains of many players. We are fortunate that our 
astute fund managers have managed to retain a large portion 
of returns highlighting the need for quality on ground people 
in a market as complex as India.

COMPARATIVE RETURNS LEHMAN 
EFFECT 

(SEPT 2008)

ILFS 
EFFECT 

(SEPT 2018) 

Nifty -10.0% -6.4%

Nifty Junior -15.3% -12.7%

Nifty Mid Cap -14.2% -13.9%

Nifty Small Cap -19.0% -19.8%
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JIG also had its share of volatility and losses. After the fall in 
June, the fund had rises of 6.5% and 4.3% in July and August, 
(MSCI India increases of 5.9 and 3.8% respectively), and in 
September the fund fell by 12.1% vs 9.1% by MSCI India). 
We continue to see significant falls as we write – cushioned 
somewhat by currency.

In the quarter to report date, JIG delivered negative returns of 
2.4%, AUD net of fees, underperforming our benchmark by 
2.2% when compared with the MSCI India Index return of 
-0.2% (gross) for the period.

The last quarter was a very volatile one to say the least. It’s 
been just over two years since JIG started and we have 
already had a replay of shock waves in the markets (the first 
one was demonetisation). 

It is rare to have two significant events like this in your first 2 
years of operations and despite the impact this quarter we 
remain positive that our strategy of multiple fund managers with 
different underlying strategies within an overall strategy will 
smoothen the volatility in the Indian Markets, which have been 
much higher than envisaged due to unpredictable factors.

To have perspective, according to Bloomberg, out of 416 
open-ended, equity funds, 401 have lost money this year. 
Tech funds, the only ones to have performed decently, have 
been helped by Asia’s worst-performing currency of 2018, and 
that’s only because Indian software exporters earn revenues 
in a strong dollar and pay wages in rupees.

Submerging market
India’s Nifty 50 index is broadly flat on the year, but 12 percent 
of the $98 billion of assets under local open-ended equity 
funds are down more than 20 percent as depicted in the 
graph below.
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The fund managers have incrementally taken a cautious 
stance given the macro risk of rising interest rate, high current 
account deficit and likely miss on fiscal target in the backdrop 
of a weakening currency.  

During the quarter, weights were increased in IT large cap 
stocks as the sector is seeing some earnings revival along 
with benefit from local currency depreciation. 

Weight in the Consumer and Consumer Staples sectors were 
increased slightly given stable to predictable earnings.  

In the Financial Sector, rotation to the larger and better 
managed players continued exposure given companies in the 
sector are seeing very strong loan growth along with above 
average profitability. Our Managers believe that FY18 marked 
the bottom for earnings and valuations for this sector and 
should outperform broader markets. We have cut exposure to 
the banks and again focused on quality and resilience.

Overall our balance between Large, mid and small Caps 
remains similar. A defensive strategy for the next year would 
be ideal given macro headwinds and the coming general 
elections. 

On another positive note Capacity utilization by trucks reached 
a 5 year high in India - an indicator of the underlying strength 
and growth in economic activity and free movement of goods 
between states due to impacts of GST.

Clearly the next few months will be interesting times and we 
continue to believe in the long term opportunity that  India 
offers. The outcome for investors with strong  methodology 
in stock selection and clarity around their position backed by 
an ability to make quick decisions should enable the better 
managers to take advantage of this correction and be on the 
right side of a return to more normal valuations.

Going Green
Prime Minister Modi conveyed that India is targeting, 40 
per cent of electricity generation from non-fossil fuel-based 
resources by 2030 as it looks to tap vast solar and wind 
potential to replace reliance on polluting coal to meet its energy 
needs. Citing a need for energy security and an emphasis on 
renewable energy,  resources available above the ground like 
solar and wind energy would need to be harnessed.

Modi said 50 GW of renewable energy will be soon added to 
existing capacity and non-hydro renewable will contribute 20 
per cent of total energy.

This is the right time to invest in solar manufacturing, he said, 
adding that he saw an investment potential of $100 billion in 
solar manufacturing.

The prime minister said 310 Million LED bulbs have been 
installed to save 40 Billion units of electricity and $3 Billion 
in a year.He said 3 Million solar pumps can save 10 GW of 
electricity every year.

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.



Unit Price History
DATE UNIT 

PRICE
DATE UNIT 

PRICE

01 October 2018 $1.3348 01 August 2017 $1.2480
01 September 2018 $1.5183 01 July 2017 $1.2062
01 August 2018 $1.4560 01 June 2017 $1.2175
01 July 2018 $1.3671 01 May 2017 $1.2121
01 June 2018 $1.3842 01 April 2017 $1.1281
01 May 2018 $1.4297 01 March 2017 $1.0602
01 April 2018 $1.3662 01 February 2017 $1.0102
01 March 2018 $1.3901 01 January 2017 $0.9955
01 February 2018 $1.4173 01 December 2016 $0.9709
01 January 2018 $1.4323 01 November 2016 $1.0170
01 December 2017 $1.4119 01 October 2016 $1.0044
01 November 2017 $1.3607 01 September 2016 $1.0230
01 October 2017 $1.2737 01 August 2016 $1.0000
01 September 2017 $1.2575

Jaipur AM India Growth Unit Class - Quarterly Investment Update

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%

2.8% 

2.5%

2.2%

2.0% 

HDFC Bank Limited  

Bajaj Finance Ltd  

Infosys Ltd 

ICICI Bank Ltd  

Indusind Bank Ltd  ITC Ltd 

Tata Consultancy Svcs Ltd

Larsen & Toubro Ltd  

Dabur India Ltd 

Reliance Industries Ltd 

2.0% 
4.7%

3.9% 

3.7% 

3.4%

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%


