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Cycle — a See-Saw....

Life and Stock markets is an ever learning journey. One of the biggest things to realise is markets move in cycles.
Second thing is to know where we are in the market cycle. Third aspect to understand is that there are things like
Market cycle, Business/ Economy cycle and lastly the investor sentiment cycle.

Lets us dwell into each of them. In stock market everything is good at a price and everything is bad at a price. Its an
art of assessing the difference between value and price. We believe that market cycle goes through bull and bear
markets. At this point in time we believe the market is coming out of a bear cycle. There are lot of statistical
indicators like normalised levels for Sensex, mid-cap and small cap indices, others can be volumes happening in the
large cap, mid-cap and small cap stocks, also the volume done by Fll / DIl of the total volumes in the market etc. All
of these parameters indicate that market is coming out of a bear phase.

In terms of portfolio positioning — when markets enter the bear phase, investors look at safety of capital and park
their investments in safe stocks of high RoE, FCF

Stage | Phase of | ROE Free Cash | Growth [ Mgt Valuations | Remarks — Company picks
Markets flow quality

1 Bear Very High Yes Yes Good Expensive Nestle, 3M, Honeywell etc
Market
starts
2 Bear High Yes No Good Moderate Auto, FMCG, Consumption
Market
ends

3 Bull Moderate No No Good Moderate | Commodity stocks
Market
Starts
4 Bull Poor No No Bad Poor Debt laden, Pledge, Corp
Market governance issue etc

Ends

The above table clearly indicates what works in which markets and at what time. We need to know where we are in
the cycle. Our thoughts indicate that we are transiting from phase 1 to phase 2.

We have hence positioned the portfolio to capture this cycle in the markets.

Second comes the business/economy cycle. There is a marked slowdown in the economy; we believe that the factors
that could reverse the slowdown will be resolution of the NCLT cases and actual disposal of assets and transfer of
funds from new buyers to the banking channel. The second factor could be reduction in taxes on personal income,
the third could be positive off-take of products in the festive season, the fourth could be increased demand on
account of bountiful monsoon. All these factors are visible and they could result in improvement in economy over
period of time.

The last to change in the cycle of “sentiments”. When everyone starts believing that bull markets in both markets
and economy will remain forever, that is when the sentiments are at peak and new bunch of novice investors flock
the markets with a left out feeling. Valuations take a back seat and positive price movements in short periods of time
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put a question mark on all realistic and rationale thinking, the penny stocks start trading at valuations of blue-chip

and this are alarm signals.

We continue with our investment process of SIPping into our ideas and disowning the ones where there are
structural flaws emerging. We like Corporate banks, Gold finance companies, auto ancillaries (Growth not visible but
quality picks make it an apt candidate in phase 2 of the markets), quality rating companies etc. We are building our
portfolio to capture the next leg of opportunity in the markets of quality management running the business that
could benefit from economic turnaround.

Warm Regards
Sunil Shah

Portfolio Manager — Turtle Star
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NAV performance - Turtle Star 54%, Nifty 39%, BSE 500 36%
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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