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INDIAôS FINANCIAL SERVICES SECTOR HAS BEEN 

HAMMERED OVER THE PAST 7 YEARS

Private & Confidential. 

LƴŘƛŀΩǎ ōŀƴƪƛƴƎ ǎŜŎǘƻǊ ǿŀǎ ǎǳŦŦŜǊƛƴƎ ǿƛǘƘ ǊƛǎƛƴƎ bt!ǎ ŜǾŜƴ ōŜŦƻǊŜ ǘƘŜ /ƻǾƛŘ-19 crisis hit us
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Bank Nifty is down 39% during 1st Feb to 1st April

Bank Nifty

The Covid-19 lockdown has made the situation worse by putting further pressure on weak lenders

- Dec 2016, The Indian Express

- Sep 2018, The Indian Express

- July 2019, The Mint

- Mar 2020, The Indian Express

- Dec 2018, The Economic TimesSource: RBI

Source: NSE

- Apr 2020, Financial Times

- Apr 2020, Business Today

- Apr 2020, Business Standard

- Mar 2020, Financial express

- Apr 2020, Economic Times
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HOWEVER, INVESTING IN HIGH QUALITY FINANCIAL STOCKS 

DURING A CRISIS PROVES TO BE HIGHLY REWARDING

2008-09 global financial crisis

Invest when the Bank 
Nifty is at its lowest

Invest 3 months 
before the Bank Nifty 

is at its lowest

Bank Nifty Nifty50 Bank Nifty Nifty50

1 yr return 164% 96% 101% 80%

3 yr CAGR returns 45% 28% 23% 19%

5 yr CAGR returns 28% 20% 21% 17%

Late 90s & early 2000s NBFC crisis

Invest when the Bank 
Nifty is at its lowest

Invest 3 months 
before the Bank Nifty 

is at its lowest

Bank Nifty Nifty50 Bank Nifty Nifty50

1 yr return 35% 11% 11% -3%

3 yr CAGR returns 49% 26% 32% 12%

5 yr CAGR returns 46% 33% 30% 22%

Bank Nifty 
delivered 3- yr

CAGR of 23% even 
if inv. 3 months 

before the bottom

Bank Nifty 
delivered 3- yr
CAGR of 32% 
even if inv. 3 

months before 
the bottom

? - Sep 2008, Wall Street Journal

- Apr 2009, Reuters

Note:During the 2008-09 crisis, the Bank Nifty was at its 
lowest on 9th Mar, 2009; Source: NSE

Note:During the NBFC crisis, the Bank Nifty was at its lowest 
on 24th Sep, 2001;  Source: NSE

Extreme negativity during a crisis provide opportunities to 
long term investors

- Nov 2008, The Mint

Source: NSE - Sep 2018, CNBC

- Oct 2013, Wall Street Journal
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THREE QUESTIONS THAT NEED TO BE ANSWERED

Question 1:How does one 
know that the crisis is 

bottoming out? 

Question 3:How does one 
know when to sell? 

Question 2:Even if the crisis 
is bottoming out, how does 

one select the right 
Financial Services stocks to 

invest in?

18,000

22,000

26,000

30,000

Bank Nifty since 1st Feb, 2020

Bank Nifty

Growth? Value?

Management?

Governance?

Challenger?Leader?

Brand?

Source: NSE
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THE FOUNDATIONS OF INDIAôSECONOMIC RECOVERY ARE IN 

PLACE

Å Fourtimesin four decadesςa strongeconomicrecoveryin Indiahasbeenprecededbya congruenceof threeeventsς
a) USrecession b) alongsideFallingUSbond yields c)Fallingoil prices

Å All ingredientsnow in placefor sustainedrecoveryin Indianearningsgrowth overthe next few years:
a) Cheapoil b) Cheapmoney c)GSTimplementation d) Corporatetax rate cuts

Å TheFinancialServicessectoris a leveragedplayon the Indianeconomyandhencewill benefit most from the recovery. However,as
we will seein the comingslides,certaincompanieswill benefitmore than the others
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A LONG TERM HISTORICAL VIEW OF INDIAN CREDIT CYCLES 

SUGGESTS THAT CREDIT GROWTH RECOVERY IS INEVITABLE

RecoveryCrisisBoomCrisis

CRB Capital goes 
bust, hundreds of 
NBFCs shut down

GFC ςpoor 
quality 
lenders 

suffer mostPhase of high 
growth and low 

NPAs ςall lenders 
flourish

As economy 
recovers good 

lenders rapidly gain 
market share

NFBCs and HFCs 
start growing 

rapidly

Recovery
As economy 

recovers good 
lenders rapidly 

gain market 
share

Boom Crisis

ILFS and NBFC crisis 
now combined with 

a pandemic

What is certainlyclear is that again and again, countries,banks,individuals,and firms take on excessivedebt in good times without
enoughawarenessof the risksthat will follow when the inevitablerecessionhits. Thistime may seemdifferent, but all too often a
deeperlook showsit is notΧMore moneyhasbeenlost becauseof four wordsthan at the point of a gun. ThosewordsareΨ¢Ƙƛǎtime is
different.ΩςCarmenReinhartandKennethRogoff,Ψ¢ƘƛǎTimeIsDifferent: EightCenturiesof FinancialCƻƭƭȅΩ(2009)

ÅAsillustratedin the exhibitabove,everycredit crisisin Indiahasbeenfollowedbya periodof recoveryandeventuallyrapidgrowth
ÅHistoryhastaughtusthat recoveryofLƴŘƛŀΩǎcredit growth andasa result the growth ofLƴŘƛŀΩǎbankingsectoris inevitableno matter

how gloomythe picturemight looksitting in the middleof a crisis
ÅHowever, it is important to note that not all lenders are able to survive a crisis or come out of a crisis without long term

ramifications. It is thereforeimportant to builda handpickedportfolio of highqualityfinancialcompanies

Source: RBI
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GOOD QUALITY LENDERS TEND TO GAIN MARKET SHARE 

POST A CRISIS

Winnersin the financialssector: Thereareonly two factorsto takea callon:
a)will the lenderbe ableto survivethroughthe crisiswithout anybail-outs?; and
b) will the lender haveenoughstrengthon the liabilitiessideof the balancesheeton the other sideof the crisisto
helpaccelerateloanbookgrowthandleadthe consolidationof marketshareoncethe crisisisbehindus?
A. Thewell-fundedlendersareableto absorbanyNPAblow andthereforeareamongstthe 'last menǎǘŀƴŘƛƴƎΩ
B. OnceLƴŘƛŀΩǎCOVID-19outbreakisover,competitionwill reducefor well-fundedlendersand

a) Theirloanbookgrowthwill acceleratebecauseof their bestquality liabilitiesfranchise
b) TheirNPAratioswill fall materially
c) NIMswill expandastheselenderswill beableto pickandchooseborrowers

C. As point B above is implemented, P/E multiples compressionwill fully reverse and earningswill grow at an
acceleratedpace

FY96 FY97 FY98 FY99 FY00 FY01 FY02 FY03 FY04 FY06 FY07 FY08 FY09 FY10 FY11 FY12 FY13 FY14

PAT growth% 34% 27% 18% 14% 20% 18% 22% 19% 23% PAT growth% 31% 31% 39% 41% 31% 33% 32% 30% 26%

Loan bk growth% 27% 20% 22% 18% 22% 31% 30% 26% 29% Loan bk growth% 37% 34% 35% 56% 27% 27% 22% 23% 26%

NIM% 3.3% 3.7% 3.0% 2.4% 2.2% 2.4% 2.8% 3.0% 3.2% NIM% 3.6% 4.0% 4.1% 4.2% 3.9% 4.1% 4.1% 4.2% 4.0%

GNPA% 0.5% 0.7% 1.0% 0.9% 0.8% 0.9% 1.0% 1.2% GNPA% 1.5% 1.4% 1.4% 2.0% 1.4% 1.1% 1.0% 1.0% 1.0%

P/E ratio 20.1 13.6  13.1  8.1  11.3  13.8  14.4 11.7 18.7 P/E ratio 27.8 26.6 29.4 18.3 30 27.8 23.6 22.1 21.2

RoE% 17% 16% 17% 18% 20% 21% 23% 24% 27% RoE% 16% 19% 18% 17% 17% 17% 19% 21% 19%

Performance of HDFC Ltd. during the NBFC crisis of the late 1990s

Source: Marcellus Investment Managers, Ace Equity

Performance of HDFC Bank during the 2008-09 global financial crisis

Source: Marcellus Investment Managers, Ace Equity; Note: Adjusting for the CBOP merger, FY09 PAT growth would have been 34% and 

advances growth would have been 38% 
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Portfolio of 10 
to 14 financial 

companies 

Forensic Accounting Screen - Eliminate 
companies with sub-par accounting

The universe: All financial stocks including banks, NBFCs, general 

insurers, life insurers, brokers and asset managers 

Use of proprietary capital allocation 
models spanning the past 6 years of 

data

3rd party/channel checks, 
management meetings

¢ȅǇƛŎŀƭƭȅ ŀǾƻƛŘ Ψ½ƻƴŜ ƻŦ 
ǘƘǳƎƎŜǊȅΩ ŎŀƴŘƛŘŀǘŜǎ 

(refer next slide) 

/ƻǊǊƻōƻǊŀǘƛƴƎ ΨƳŀƴŀƎŜƳŜƴǘ 
ǾŜǊǎƛƻƴΩ ǿƛǘƘ ŎƘŀƴƴŜƭ ŦŜŜŘōŀŎƪǎ 

+ independent views on 
governance/capital allocation

Detailed analysis of annual reports 
and published financials

THE MARCELLUS INVESTMENT FUNNEL FOR INVESTING IN 

GREAT FRANCHISES

Run forensic 
filter on the 93 

stocks

Note: Mkt cap of companies is as on 27th Nov, 2020

65 stocks remain, 
Median mkt cap 
of Rs. 14,452 Cr

23 stocks, 
median mkt. cap 
of Rs. 31,860 Cr

Source: Ace Equity

12 stock portfolio, median 
mkt. cap of Rs. 60,012 Cr

Universe of 95 financial stocks 
with median mkt cap of Rs. 

10,191 Cr
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A few of our forensicratiosMethodology
11 accountingratioscoveringincomestatement(revenue/earnings
manipulation), balance sheet (correct representation of
assets/liabilities),NPArecognitionandauditqualitychecks.

Sixyearsof historicalconsolidatedfinancials.

First rank stocks on each of the 11 ratios individually (some
examplesoutlined in the table on the right). Theseranks then
cumulated across parameters to give a final pecking order on
accountingquality for stocks.

Selectionof these ratios hasbeen inspiredby HowardM. {ŎƘƛƭƛǘΩǎ
legendaryforensicaccountingbookΨCƛƴŀƴŎƛŀƭ{ƘŜƴŀƴƛƎŀƴǎΩ.
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Quality wins andwins big over the long term

Checks Ratio

Income 
Statement

1) Fee income as a % of net int. income
2) Volatility in net interest income yields

Balance 
Sheet

1) Contingent liability as % of networth
2) NPA volatility

Auditor DǊƻǿǘƘ ƛƴ ŀǳŘƛǘƻǊǎΩ ǊŜƳǳƴŜǊŀǘƛƻƴ ǘƻ 
growth in net interest income

Private & Confidential. 

FORENSIC ACCOUNTING TO IDENTIFY COMPANIES WITH CLEAN 

ACCOUNTING PROVES TO BE HIGHLY REWARDING

Strongcorrelationbetween accountingquality and
ǎƘŀǊŜƘƻƭŘŜǊǎΩreturns

Source: Marcellus Investment Managers, NSE Source: Marcellus Investment Managers, NSE

23x for Yes 
Bank  vs. 4x 
for Kotak

54% for Yes 
Bank  vs. 
28% for 
Kotak
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Forensicratios that pointed to poor quality accountingHowdid we spot anomaliesin5IC[Ωǎaccounting?

ÅaŀǊŎŜƭƭǳǎΩforensic accounting framework rates housing
finance companiessuch as DHFLon eleven different ratios
whichare calculatedfrom its P&L,balancesheetandnotesto
accounts

Å Theforensicframework rankshousingfinancecompanieson
eachof these 11 ratios and givesa final peckingorder with
D10beingthe worst scoreandD1 beingthe best

Å DHFLwas rated as D10 (worst score) in our forensic score
basedon the analysisof its FY13-FY18 annualreport i.e. well
beforeits collapsein FY19

Å The major red flags pointed out by our forensic framework
related to upfronting of incomei.e. high fee income,earning
from non-core incomei.e. high treasuryincomeand multiple
adjustmentsin the P&Li.e. changein reservesasa %of PAT
not equalling100%

10% 11%

78%

16% 35%

161%

25% 30%

94%

2

3

4

Fee  income as a % of NII Treasury income as a % of NII Change in Reserves/ PAT

FY16 FY17 FY18 Rank among peers (1 being the worst)

Checks Rationale

Fee income as a % 
of net int. income

DHFL had the second highest fee 
incomes as a % of NII amongst its 
housing finance peers ςsecond only to 
Reliance Home Finance

Treasury income 
as a % of net int. 
income

DHFL had the third highest treasury 
incomes as a % of NII amongst its 
housing finance peers with XYZ HFC 
being the first one

Change in reserves 
as a % of PAT

DHFL routed expenses such as interest 
on ZCBs through the balance sheet

Private & Confidential. 

aŀǊŎŜƭƭǳǎΩforensicaccountingmodel pointed out multiple red flagsin5IC[Ωǎaccountingwell before its collapsein 2019

Source: Marcellus Investment Managers

FORENSIC ACCOUNTING CASE STUDY ïDEWAN HOUSING 

FINANCE LIMITED (DHFL) 
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OUR KINGS OF CAPITAL PORTFOLIO WILL SPAN THE ENTIRE 

FINANCIAL SERVICES SECTOR

Lenders ςlong track 
record of prudent 

credit underwriting, 
smart capital 

allocation and good 
corporate governance 

Life insurers ςlarge 
distribution footprint, 

customer centric 
product innovation  

and an effective 
actuarial risk 
management 
framework 

General insurers ς
focus on long term 

profitability and return 
on equity and a track 
record of conservative 
underwriting across 

cycles

Asset managers/ 
brokers ςmoated 

business models and 
strong pricing power

10 to 14 portfolio 
companies of 

aŀǊŎŜƭƭǳǎΩ YƛƴƎǎ ƻŦ 
Capital Portfolio

ÅWe will createa portfolio of 10 to 14 high quality financialcompanieswith cleanbooksof accounts,a long historicaltrack
recordof profitable growth andpromoterswith prudentcapitalallocationskills

ÅTo benefit from the financializationof Indianhouseholdsavingsover the next decade,the portfolio will consistof the full
spectrum of financial serviceprovidersςlenders (banks,NBFCsand housing finance companies),life insurers,general
insurersandassetmanagers/brokers

ÅFinancialcompaniesare leveragedbusinessesand hencethe impact of poor accountingquality is magnified. By virtue of
aŀǊŎŜƭƭǳǎΩintense focus on accountingquality and corporate governance,we have a good chanceof avoidingextreme
downfalls(seeslide13 for moredetails)

ÅA portfolio of financial companieswhich have a long historical track record of profitable growth and prudent capital
allocation, will stand to benefit from the demise of the public sector institutions acrossthe financial landscapeand
accelerationin marketsharegainscausedby the multiple disruptionscausedin the financialindustryover the pastfew years
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INSURERS, ASSET MANAGERS AND BROKERS ADD 

RESILIENCE TO THE PORTFOLIO ïFY20 IS A GOOD EXAMPLE

ÅWe are buildinga multi-capportfolio of financialstockswhich includesnot only lendersbut alsogeneralinsurers,life insurers,asset
managersandbrokers

ÅAs equity markets trend upwardsin the long run, lenders in the portfolio add a high beta element to the portfolio which helps it
outperform the broaderindicesover the longterm. Asa result,over FY09 to FY20 the BankNifty hasgivena 14.7%return vs. 9.8%for
the Nifty i.e. a 1.5x higherreturn with a 1.4x higherstd. deviation

ÅThenon lendingpart of the portfolio addsresilienceto the portfolio during times of stressbecauseinsurershavea lower beta than
lendingbusinesseswhile assetmanagementandbrokeragebusinessesdo not takeanybalancesheetrisk

Lenders (high beta, 
high std. deviation)

Life insurers (lower 
std. deviation than 

Bank Nifty)

General insurers 
(lower std. 

deviation than 
Bank Nifty)

Asset managers 
(unlevered 

business, no 
balance sheet risk)

Brokers 
(unlevered 

business, no 
balance sheet risk)

Generate high 
alpha during good 

times, 
underperform for a 
short period during 

a crisis but good 
lenders rapidly 

regain lost ground 
post a crisis

Life insurance is a 
savings product, 

leading life 
insurers gave 

positive returns in 
C¸нл ǾǎΦ bƛŦǘȅΩǎ 
negative 25% 

return

LƴŘƛŀΩǎ ƭŀǊƎŜǎǘ 
private general 

insurer gave 
positive returns in 
C¸нл ǾǎΦ bƛŦǘȅΩǎ 
negative 25%

Asset management 
is an unlevered 

business with no 
balance sheet risk, 
recurring revenues 
and strong margins 
LƴŘƛŀΩǎ ƭŀǊƎŜǎǘ !a/ 
also gave positive 
returns in FY20

Similar to AMCs, 
brokers are 
unlevered 

businesses and 
earn a fee based 
income with no 

balance sheet risk



1313
Private & Confidential. 

A PORTFOLIO OF LENDERS AND NON LENDERS GENERATE 

ALPHA ALONG WITH BETTER SHARPE RATIOS

Note:
1. The above returns are on a CAGR basis
2. The returns are for the period 1st Apr, 2018 to 28st Feb 2021

ÅDespitemultiple hiccupsfor the financial sector in the past two
yearsςthe ILFScrisis, Yes Bank collapse and now Covid, the
portfolio would havegenerateda 19%CAGRreturn vs. 10%for the
BankNifty duringthe period

ÅAsseenin the table above,non lendersreducevolatility andaddto
portfolio returns. Correlationof non lenderswith the Nifty is only
34%vs. 82%for the lenders

Source: Marcellus Investment Managers, NSE; for the 
period Apr, 2018 to Feb, 2021

Portfolio metrics FY15-20 
earnings CAGR

FY20 RoE P/E ratio 
(FY20)

Kings of Capital 
portfolio

19% 19% 54x

Benchmark 
performance

Bank Nifty 7% 10% 28x

Nifty 1% 12% 36x

Source: Marcellus, NSE; metrics are as on 30th Nov, 2020

Performance (2018-20) Returns Standard 
Deviation

Sharpe 
Ratio

Backtestof Kings of 
Capital portfolio

19% 29% 0.50 

Lenders 22% 34% 0.49 

Non lenders 15% 26% 0.40 

Benchmark 
performance

Bank Nifty 13% 31% 0.27 

Nifty 13% 22% 0.37 
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HOW DO WE KNOW WHEN TO SELL? (1/2)

Weplan to sellwhen:
Å Thenext ragingeconomicboomisuponusςusually3 to 4 yearsafter a crisis
Å BanksandNBFCsstart raisingmoneythroughIPOsandQIPsagain
Å NBFCsstart borrowingfrom the CPmarketon a largescaleandpoor-qualitybanksandNBFCsstart growingrapidly

2008-09 global financial crisis

Invest when the Bank 
Nifty is at its lowest

Invest 3 months before 
the Bank Nifty is at its 

lowest

Bank Nifty Nifty50 Bank Nifty Nifty50

1 yr return 164% 96% 101% 80%

3 yr CAGR returns 45% 28% 23% 19%

5 yr CAGR returns 28% 20% 21% 17%

Late 90s & early 2000s NBFC crisis

Invest when the Bank 
Nifty is at its lowest

Invest 3 months before 
the Bank Nifty is at its 

lowest

Bank Nifty Nifty50 Bank Nifty Nifty50

1 yr return 35% 11% 11% -3%

3 yr CAGR returns 49% 26% 32% 12%

5 yr CAGR returns 46% 33% 30% 22%

Investing during a crisis proves to be very lucrative..

ΧŀƴŘ ŜȄƛǘƛƴƎ о ǘƻ п ȅŜŀǊǎ ŀŦǘŜǊ ŀ ŎǊƛǎƛǎ ƛǎ ǇǊǳŘŜƴǘ ŎŀǇƛǘŀƭ ŀƭƭƻŎŀǘƛƻƴΦΦ

Source: NSE

2008-09 global financial crisis

Exit 4 years after 
investing in Bank Nifty at 

its lowest point

Exit 4 years after 
investing in Bank Nifty 3 
months before its lowest 

point

Bank Nifty Nifty50 Bank Nifty Nifty50

1 yr return post exit -1% 10% -2% 8%

3 yr CAGR returns 8% 8% 11% 9%

Late 90s & early 2000s NBFC crisis

Exit 4 years after 
investing in Bank Nifty at 

its lowest point

Exit 4 years after 
investing in Bank Nifty 3 
months before its lowest 

point

Bank Nifty Nifty50 Bank Nifty Nifty50

1 yr return 13% 42% 5% 39%

3 yr CAGR returns 12% 19% 15% 25%

Note:During the 2008-09 crisis, the Bank Nifty was at its 
lowest on 9th Mar, 2009

Note:During the NBFC crisis, the Bank Nifty was at its lowest 
on 24th Sep, 2001
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HOW DO WE KNOW WHEN TO SELL? (2/2)

Years which see a large number of IPOs are signs of a raging bull market and are a good time to exit financial stocks

Narrowing of spread between commercial paper and treasury bond yields are a good SELL sign

Year No. of IPOs Next 1-yr Bank 
Nifty return

2007 108 -51%

2010 66 -28%

2017 38 7%

Investors could have avoided the two most severe
BankNifty drawdownsin the pastdecadeby following
the simple strategy of exiting financial stocks during
yearswhich seea largenumberof IPOs
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% Spread between CP index and T-bill index Bank Nifty

Year Min. CP and T-
bill spread 

during the yr*

Next 1-yr Bank 
Nifty return

2007 -0.04% -51%

2010 -0.47% -28%

2017 0.47% 7%

Similarly, 3 instances in the past decade where narrowing 
spreads between Commercial Paper (CP) and Treasury 
yields were a clear SELL sign

Source: Bloomberg

Source: SEBI, NSE
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άWe had beenshowingALMdata for the past
five years. Two yearsago, nobody paid much
attention to it, so we pushed it back as an
annexure in our presentations. Now when
investorsaskfor it, I tell myself,Ψ¢ƘŀƴƪGod,I
did not treat ALM as an annexure to my
businessƳƻŘŜƭέ
τRajeevJain,MD,BajajFinance
o Found a niche, differentiated business

opportunity in consumerdurablefinancing
10 yearsago. Today,more than 70% of all
consumer durables financing in India is
doneby BajajFinance

o Focus on high velocity, small ticket size
lending with turnaround times and
customer convenience as the
differentiation rather than interest rates

o Ability to switch gears across products
basedon datadrivenriskandunderwriting
models. Completelystopped construction
equipmentfinancingin 2014due to muted
RoEandprofitability prospects

Source: Company financial reports & analyst reports
Above data is purely for information purposes and does not construe to be an offer or solicitation of an offer to buy/sell any securities nor is to be construed as research.

Private & Confidential. 

CASE STUDY: BAJAJ FINANCE (BIG DATA IS BARRIER TO ENTRY)

Indicators FY08 FY20 CAGR

AUM (Rs. Cr) 2,478 1,47,153 41%

PBT (Rs. Cr) 30 7,322 58%

RoA 0.9% 4.1%

RoE 3.2% 20.2%

NNPA 7.05% 0.65%

Key Performance Matrices: Bajaj Finance (FY 2008 -20)
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ΨWe are going to position ourselves as a world-class financial institution. We want to do things that are 
comparable to the best in the world. The ability to scale up is hard. So the best model for us is concentrated India, 
diversified financial services, and through this, we can get significant scale on an Indian platform.Ω  
τUday Kotak, MD & CEO, Kotak Mahindra Bank
o Conservative approach to lending without any concentrated bets on a sector or troubled corporate groups has 

helped them come out stronger through multiple credit cycles 
o HDFC Bank has focussedon processes. Kotak on the other hand has been built with a strong entrepreneurial 

culture. As seen in the chart above, smart capital allocation calls have led to shareholder wealth creation
o Have been able to achieve an all-time high CASA ratio of 56% at a time when many financial institutions are 

struggling to raise deposits
Source: Company financial reports, analyst reports, NSE
Above data is purely for information purposes and does not construe to be an offer or solicitation of an offer to buy/sell any securities nor is to be construed as research.

CASE STUDY: KOTAK MAHINDRA BANK (PERFECTION IN 

CAPITAL ALLOCATION)

JV with Ford 

Credit

Equity JV with 

Goldman

Life insurance JV 

with Old Mutual Got 

banking 

license Ford exits

Launch of 

811

Merger 

with ING 

VysyaAggressive 

corporate 

lending foray

CASA at 

56%
Rs. 5,800 

Crore QIP

Rs. 1,600 

Crore QIPGoldman 
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ά²ƘŜƴwe came here, we had foreign banks
with products and servicesand nationalized
bankswith brand and moneyτ and we said
we will bringboth together.έ
τAdityaPuri, MD,HDFCBank

o Strategic focus on building a low-cost
franchiseςfirst to build low cost CASA
franchise, first to introduce άŀǘpar
ŎƘŜǉǳŜǎέfor cooperativebanks in return
of these banks keeping interest free
depositswith HDFCBank.

o Heavy focus from 2000 on building a
market leading position retail franchiseς
pioneerin mobilebanking.

o Learns from ƻǘƘŜǊǎΩmistakes before
venturing in any new segment - started
pushingcredit card businesspost Lehman
crisis and is now the market leader in
segment.

Source: Company financial reports, analyst reports, NSE
Above data is purely for information purposes and does not construe to be an offer or solicitation of an offer to buy/sell any securities nor is to be construed as research.

Private & Confidential. 

CASE STUDY: HDFC BANK (THE SOP BANK)

Indicators HDFC Bank
ICICI
Bank

AXIS 
Bank

Net Interest Margins 4.4 % 3.3 % 3.3 %

Gross NPA to Gross 
Advances 1.1 % 6.3 % 4.6 %

Avg. ROAs 1.9 % 1.0 % 0.8 %

Avg. ROEs 17.7 % 9.4 % 8.5 %

Key Performance Matrices: HDFC Bank vs Peers (FY 2015 -20)

Share Price (rebased to 100) over 10 Years- HDFC Bank vs Peers
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LIVE PORTFOLIO PERFORMANCE (AS ON 28TH FEB, 2021)

All returns are absolute returns, net of fees and expenses and calculated by using TWRR method

Under the TWRR method of calculating portfolio performance the initial performance looks optically lower 
in an upward trending market because of large inflows on a relatively small AUM. As on 28th Feb, the first 
customer of the Kings of Capital PMS had generated returns of 32.9% vs 57.4% for the Bank Nifty since 
inception.

At MarcellusweŘƻƴΩǘbelievein timing the market and hencedeploythe moneyinto our strategiesassoonas
the investortransfersthe fundsto us. However,we do recognisethe emotionalaspectof lossaversionin the
short term and have launchedSTP(SystematicTransfer Plan) plan using which clients can stagger their
investment in tranches spread over 5 months. For more details please refer to our FAQs
https://marcellus.in/wp-content/uploads/2020/11/STP-FAQs.pdf

Past Performance is not indicative of future performance of the Strategy. The data presented above is not verified by SEBI
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Marcellusoffers the Kingsof CapitalPortfolio in a PMSconstructwith zeroentry/ exit load andwith no lock-in.

Clientswho are onboarded through intermediaries/distributorscan choosefrom one of the following two fee
structures:

Å Option 1 (fixed fee model): 2.5%p.a. fixedfeesandzeroperformancefees

Å Option 2 (hybrid model): 1.5%p.a. fixed feesand performancefeesof 15%profit shareover a hurdle of 10%
without catchup

Highwatermarkappliesfor performancefees. Minimum investment: INR50 lakhs

** *Clientsalsohavethe option to beonboardeddirectly (DirectFeeCode).

Marcellusis delightedto offer its clientsa SystematicInvestmentPlan(SIP). Investorsnow havethe option to save

and invest regularly in Marcellus Funds. For more details please read our FAQs

https://marcellus.helpscoutdocs.com/article/100-systematic-investment-plan-sip-faqs

At MarcellusweŘƻƴΩǘbelievein timing the market and hencedeploythe moneyinto our strategiesassoonas the

investortransfersthe fundsto us. However,we do recognisethe emotionalaspectof lossaversionin the short term

andhavelaunchedSTP(SystematicTransferPlan)planusingwhichclientscanstaggertheir investmentin tranches

spreadover5 months. Formoredetailspleasereferto our FAQshttps://marcellus.helpscoutdocs.com/article/96-stp

Private & Confidential. 

FUND STRUCTURE

https://marcellus.helpscoutdocs.com/article/100-systematic-investment-plan-sip-faqs
https://marcellus.helpscoutdocs.com/article/96-stp
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KCP FACTSHEET (1/2)

Fund Details

Strategy Name Kings Of Capital

Fund Manager Tej Shah

AUM In INR Crs 332

Category Multi-Cap

Benchmark
Bank Nifty 50 Total Return 

Index

Top 4 Holdings (accounts for ~50% of allocation)

HDFC Bank Lender

Bajaj Finance Lender

Kotak Mahindra Lender

HDFC Life Non-Lender

Market-Cap Wise Allocation

Large-Cap 74%

Mid-Cap 21.5%

Small-Cap 3.5%

Cash 1%

67%

33%

1%

Lenders

Non-Lenders

Cash

Sector Wise Allocation

Portfolio Metrics

Wtd. Avg. Market Cap (INR Cr.) 248,526

Portfolio P/E (FY20) 61.6x

Churn Ratio (YTD FY21) 3.5%

Std Dev (Back Test Apr18-Feb21) 29%

Sharpe Ratio (Back Test Apr18-

Feb21)
0.50
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KCP FACTSHEET (2/2)

* Based on NAV's rebased to 100
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Saurabh Mukherjea, CFA - Chief Investment Officer

Pramod Gubbi, CFA ςHead of Sales

Rakshit Ranjan, CFA ςFund Manager

Saurabhis the former CEOof Ambit Capitaland playeda key role in !ƳōƛǘΩǎrise as a broker and a wealth
manager. WhenSaurabhleft Ambit in June2018, assetsunderadvisorywere$800mn. In London,Saurabhwas
the co-founderof ClearCapital,a smallcapequity researchfirm whichhe andhisco-founderscreatedin 2003
andsold in 2008. In 2017, upon{9.LΩǎinvitation, he joined{9.LΩǎAssetManagementAdvisoryCommittee. In
2019, Saurabhwas part of the five man ExpertCommitteecreatedby SEBIto upgrade& update the PMS
regulations. Saurabhhas written three bestsellingbooks: Gurusof Chaos(2014), The UnusualBillionaires
(2016) andά/ƻŦŦŜŜCanInvesting: Thelow risk route to stupendousǿŜŀƭǘƘέ(2018). Saurabhwaseducatedat
the LondonSchoolof Economicswhere he earneda BScin Economics(with FirstClassHonours)and MScin
Economics(with distinctionin Macro& Microeconomics).

Pramodis Headof Salesin Marcellusand managesthe sales& marketingefforts of the firm. He alsosits on
InvestmentCommitteethat discussesand approvesinvestmentstrategiesof the firm. Pramodwaspreviously
the MD & Headof Institutional Equitiesat Ambit Capital. Prior to that Pramod,servedasthe headof!ƳōƛǘΩǎ
Singaporeoffice. Before joining Ambit, Pramodworked acrosssalesand researchfunctionsat ClearCapital.
Besidesbeing a technologyanalyst,Pramodhas servedin technologyfirms such as HCLTechnologiesand
PhilipsSemiconductors. Pramoddid his B.Techfrom RegionalEngineeringCollege,Surathkaland hasa Post-
graduateDiplomain Managementfrom the IndianInstituteof ManagementςAhmedabad.

Rakshitis a Portfolio Managerat MarcellusInvestmentManagers. He spent6 years(2005-2011) coveringUK
equitieswith LloydsBank(Director,Institutional EquityResearch)and ExecutionNoble (SectorLeadanalyst).
During these six years,he was ranked amongst the top-3 UK Insuranceanalysts(ThomsonReutersExtel
survey)in the mid-capspace. Since2011, Rakshitled Ambit/ŀǇƛǘŀƭΩǎconsumerresearchfranchisewhich got
voted as No.1 for DiscretionaryConsumerand within top-3 for ConsumerStaplesin 2015 and 2016. He
launched!ƳōƛǘΩǎCoffeeCanPMSin aŀǊΩ17 and managedit till 5ŜŎΩ18. Under his management,!ƳōƛǘΩǎ
CoffeeCanPMSwas one of LƴŘƛŀΩǎtop performing equity productsduring 2018. Rakshithas a B.Techfrom
IIT(Delhi).

Private & Confidential. 

TEAM MARCELLUS (1/3)
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Ashvin Shetty, CFA ςFund Manager

Ashvinisa PortfolioManagerat MarcellusInvestmentManagers. Ashvinhasmore than 10 yearsof experience
in equity research. He led the coverageon automobilesector at Ambit Capitalfrom 2010 to 2017. He was
rankedin StarmineAnalystAwards2013and2016for hisstockpickingabilitiesduringthis stint. Hethereafter
worked as a senior analyst for !ƳōƛǘΩǎMid and Smallcap PMSfunds till November2018. Prior to joining
Ambit,he workedwith ExecutionNobleasananalystcoveringconsumerandmediaspace. Hehasalsoworked
with YtaDΩǎand5ŜƭƻƛǘǘŜΩǎstatutory audit departments from 2004 to 2007 gainingextensiveexperience
acrossIndianaccountingstandardsand financialstatementanalysis. Ashvinis a BComgraduatefrom Narsee
MonjeeCollege(Mumbai). Heis a qualifiedCharteredAccountant(ICAIIndia)andCharteredFinancialAnalyst
(CFAInstitute,USA).

Tej Shah, CFA ςFund Manager

Tej is a Portfolio Managerat Marcellus. Prior to joining Marcellus,Tej worked at Mayfield, a SiliconValley
headquarteredventurecapitalfund whichmanages$3Bngloballyand$220Mn in India. Tejspent2 yearsasa
part of MayfieldLƴŘƛŀΩǎinvestmentteam coveringmultiple sectorsand beingat the centre ofLƴŘƛŀΩǎevolving
venture ecosystem. Prior to Mayfield,Tejwasa part of the equity and capitalmarketsteam of Ambit Capital
wherehe wasinvolvedin the end to end executionof IPOs,QIPsandbuybacks. Tej is a CharteredAccountant
andhasclearedall levelsof the CFAexam. Heholdsa B. Comdegreefrom AhmedabadUniversity.

Private & Confidential. 

TEAM MARCELLUS (2/3)

Salil Desai ςPortfolio Counsellor
Salil joins Marcellusfrom Premji Invest,LƴŘƛŀΩǎlargestfamily office by assetsunder management,where he
spent 6 yearsas a senior member of the team that managed~US$2bn in listed equities. Prior to that, Salil
worked for IDFCSecurities,a prominent equity brokeragein Mumbai,where he cameto be known asone of
LƴŘƛŀΩǎleadinganalystsfor core economysectors. Overa careerspanning12 yearsin equities,he hastracked
multiple sectors,includingindustrials,infrastructure,utilities, insurance,cement,metalsand logistics. Salilis a
CharteredAccountantand a Post GraduateDiploma in BusinessManagementfrom NMIMS,Mumbai. He
completedhisgraduationin Commercefrom MumbaiUniversity
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Sudhanshu Nahta ςPortfolio Counsellor

Prior to joining Marcellus,SudhanshuwasExecutiveAssistantto the CEOat Ambit Capitaland worked in the
Institutional9ǉǳƛǘƛŜǎΩStrategyteam. Hehasalsoworkedwith KPMGin the statutory audit team from 2013to
2016gainingextensiveexperienceacrossIndianaccountingstandards,financialcontrol systemsand financial
statementanalysis& reviews.
Sudhanshuis a qualifiedCharteredAccountantanda CFALevel3 candidate. Hehascompletedhisgraduation
in Commercefrom MumbaiUniversity

Nitesh Bhadani ςDirector, Sales

In his 6 yearsstint in Ambit PrivateLtd, Niteshworked acrossInstitutional Equitiesand InvestmentBanking
divisionof the firm. Prior to that Niteshworked in the investmentteam of privateequity firm SAIFPartnersin
Gurgaon. BeforejoiningSAIF,Niteshworked asequity researchanalystin CRISILand usedto track the Indian
Telecom& Cementsector.
Niteshisa CharteredAccountantandMBAfrom the IndianSchoolof BusinessςHyderabad.

Private & Confidential. 

TEAM MARCELLUS (2/3)

Manish Hemnani ςCOO & Head, Client Relations
Manish comesfrom quantitative data analyticsand researchbackground,and has more than 12 yearsof
experienceworkingwith banksandfinancialinstitutionsacrosseast-Asia,IndiaandEurope.
Prior to foundingMarcellus,he foundedCrosstabLimited (2011), a Londonbasedquantitative data analytics
outfit . Prior to that he workedwith a Mumbaibasedboutiqueanalyticsconsultingfirm. Manishholdsan MBA
from Universityof WarwickςWarwickBusinessSchool(UK).
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P/E EP

DOES NOT 
COMPOUND OVER 

TIME

COMPOUNDS OVER 
TIME

STRONG 10 YR EARNINGS GROWTH MAKES P/E REDUNDANT
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P/E EP

+7% 0%+7%

-7% 0%-7%

+7% 12%+19%

-7% 12%+5%

+7% 25%+32%

-7% 25%+18%

P/E doubles

P/E doubles

P/E doubles

P/E halves

P/E halves

P/E halves

A for Airlines 
(e.g. Telcos)

B for Buffett 
(e.g. Maruti, 
HUL)

/ ŦƻǊ a!w/9[[¦{Ω 
CONSISTENT 
COMPOUNDERS (e.g. 
Asian Paints, HDFC 
Bank)

STRONG 10 YR EARNINGS GROWTH MAKES P/E REDUNDANT
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FINANCIALIZATION OF INDIAN HOUSEHOLD SAVINGS IS WELL 

UNDERWAY
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India has the 3rdƭŀǊƎŜǎǘ ƘƻǳǎŜƘƻƭŘ ǎŀǾƛƴƎǎ ƎƭƻōŀƭƭȅΧ
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Source: RBI

ÅThoughIndia has the 3rd largesthouseholdsavingsglobally,this wealth hasbeen
locked up in gold and real estate sincegenerations. Thisis unusualin the global
contextandespeciallysofor a youngpopulation

ÅThegainsfrom reallocationof householdwealth to financialassetsover the next
decadewill accrueto:

1. LendersςBankswhich will be able to gain deposits and then act as efficient
distributors of credit will benefit. From the perspectiveof Indian households,a
simpleshift to organisedlenderswill increaseannualincomesby 2%-4%

2. Life insurersςIndian householdfinancelandscapeis distinctive through the near
total absenceof pensionwealth. A largesectionof the Indian population hasnot
takenanyactivestepsto financiallysecuretheir retirement. Life insurerswhichare
able to offer customer centric products along with strong risk management
frameworkswill benefit

3. General Insurers: With the increasingawarenessof health insurance,general
insurerswhichareableto underwritewell acrosscycleswill benefit

4. Asset Managers/brokers: Indian householdscan benefit greatly by reallocating
assetsfrom gold and real estate to financial markets. As per the RBIHousehold
FinanceSurvey,annualhouseholdincomescanmoveup between1%to 5%just by
reallocationof wealthheld in the form of goldto financialassets
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PRIVATE PLAYERS ARE RAPIDLY CAPITALISING ON THE 

FINANCIALIZATION OPPORTUNITY (1/2)

Banking ςmarket share of private banks increased from 25% to 38% in the past 15 years

Private & Confidential. 

Source: IRDAI
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Market share of private banks

Source: RBI

Life Insurance ςmarket share of private life insurers increased from 9% to 34% in the past 15 years
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PRIVATE PLAYERS ARE RAPIDLY CAPITALISING ON THE 

FINANCIALIZATION OPPORTUNITY (2/2)

General Insurance ςmarket share of private general insurers increased from 20% to 55% in the past 15 years

Private & Confidential. 

20%
27%

35%
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50% 50%
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Market share of private general insurers

Source: AMFI

Asset Management ςmarket share of private asset managers increased from 86% to 93% in the past 12 years

Source: IRDAI
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45%
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63%

37%
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63% of the private life insurance sector premiums are earned by 4 private life insurers
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85%

2009

32%

68%
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79%

21%

2019

Market share (based on PAT) of 4 largest pvt. banks Market share of all other players

Market share of 4 largest pvt. life insurers Market share of all other private players

HOWEVER NOT ALL PRIVATE PLAYERS ARE BENEFITTING, PROFITS 

ARE GETTING CONSOLIDATED IN THE HANDS OF A FEW PLAYERS

Source: IRDAI, Company financials

Source: RBI, Company financials
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Private & Confidential. 
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2/3rd of the profits of the general insurance industry are earned by the 3 private general insurers

22%

78%

2009

24%

76%

2014

67%

33%

2019

HOWEVER NOT ALL PRIVATE PLAYERS ARE BENEFITTING, PROFITS 

ARE GETTING CONSOLIDATED IN THE HANDS OF A FEW PLAYERS

Market share (based on PAT) of 3 largest pvt. general insurers Market share of all other players

Market share of the 3 largest pvt. AMCs Market share of all other players

Source: IRDAI, Company financials

Source: AMFI




