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Question we need to ask ourselves at all times is what drives the stock market over long periods to time? The answer
no matter whichever stock market guru you follow on twitter or anywhere else would finally boil down to “Earnings”
or profits of companies. It is the single most reason that profits grow over a period of time and hence equity remains
as a preferred asset class amongst investors.

Equity is also an asset class that is volatile. The volatility can largely be attributed to changing PE ratio or the
sentiment that changes with time. As we had stated in our last month article of mastering the market cycle — we
need to understand two aspect’s of — Why would PE ratio change in the near term and second of how earnings
would change over long period of time. As wise men have stated we overestimate the change in the short term and
underestimate the change that occur over long periods of time.

Let us first talk about how will earning will change over long periods of time. One of very good article we read was by
Mr. Akash Prakash of Amansa Capital — wherein he depicts a study done by GAVEKAL and summaries that “If an
economy has bell shaped income distribution curve and the average income of the economy were to grow by 25%
from $10,000 to $12,500, then the % of population earning more than $15,000 would not increase by mere 25%, it
would increase seven fold from 2.3% to 15.9%". He further adds — “Over the last decade passenger car sales grew
from 1.2 million to 2.2 million, and the sales trajectory should accelerate in the coming decade, as by 2025 10 million
new consumers will enter the potential car purchasing income bracket per annum. Branded clothing and foreign
travel are other categories poised to explode for exactly the same remains”

Overall it clearly means that India is on a growth path because of the demographic dividend it enjoys in the world.
Irrespective of any short term cyclical changes that occur — this phenomenon is structural and unlikely to change. It is
this factor that makes us bullish over long period of time and gives us confidence of earnings growth for Indian
corporate.

Now coming to the volatile part — what changes the PE ratio? Before we send you our next communication — election
mandate would be out. We would like to share some of the data points here. India’s population is 130 crore people,
of that about 90 crore are eligible to vote, rest are below the age of 18. Last election pan — India the voting % was
around 66-67%, this time assuming on the higher side 70%, we will have 63 crore Indians casting the vote in 2019. Of
the 63 crore, any collation needs 1/3" of the votes to comes to power, meaning about 21 crore votes are needed to
be in favour of the winner. The big surprise comes here — India’s population grows at almost 1.6 crore people every
year. It implies the first time voters in this election will be about 8 crore people and of that assuming 70-75% vote —
there would be about 5.6 to 6 crore votes. This first time voters will decide who comes to power in India.

If we believe that the real young India is under the influence of social media, portraying a strong leader or young
India believes that the current government has the right for one more chance it will be a BJP led government. Vice-
Versa if the young India believes that lot had been promised and there has been an under-delivery of promises then
we could have opposition coming to power. Basically the first time voters shall decide the outcome of Elections 2019
and that shall cause the PE ratio to expand or contract in the short term.
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As stated the long term irreversible growth lever’s are in place, whether in terms of GST, IBC, DBT, RERA etc.

Opportunity is one for who is prepared or has the ability to realize one and act accordingly. We remain committed to
wealth creation over long term.

Happy Investing

Sunil Shah — Portfolio Manager — Turtle Star Portfolio Managers
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Disclaimer:

This report is for personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. This
research report does not constitute an offer, invitation or inducement to invest in securities or other investments and A C Choksi Share Brokers
Private Limited and its Associate or Group Company is not soliciting any action based upon it. This report is not for public distribution and has been
furnished to you solely for your information and should not be reproduced or redistributed to any other person in any form.

The information and views presented in this report are prepared by A C Choksi Share Brokers Private Limited. The information contained herein is
based on study of available charts, statistical data and their interpretation of the same, our analysis and upon sources that we consider reliable.
Accordingly the views and opinions expressed in the report may or may not match or may be contrary at the times with views, estimates, ratings,
target price etc. The information given in this document is as of the date of this report and there can be no assurance that future results or events
will be consistent with this information.

The investments discussed or recommended in this report may not be suitable for all investors. Investors must make their own investment
decisions based on their specific investment objectives and financial position and using such independent advice, as they believe necessary. While
acting upon any information or analysis mentioned in this report, investors may please note that neither A C Choksi Share Brokers Private Limited
nor any person connected with any associated companies of A C Choksi Share Brokers Private Limited accepts any liability arising from the
utilization of information and views mentioned in the report. The research analyst(s) who prepared this research report hereby certifies that the
views expressed in this research report accurately reflects the research analyst's personal views about all of the subject issuers and/or securities,
that the analyst have no known conflict of interest and no part of the research analyst's compensation was, is or will be, directly or indirectly,
related to the specific views or recommendations contained in this research report. The Research Analyst certifies that he /she or his / her family
members does not own the stock(s) covered in this research report.

Caution:
Risk of loss in trading can be substantial. You should carefully consider whether trading is appropriate for you in light of your experience,
objectives, financial resources and other relevant circumstances.
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