ACE Equity Portfolio
Proxy play on Incredible “India Growth” story

Portfolio construction
Concentrated Portfolio

20-30 stocks portfolio with Optimal diversification

Higher Positioning Size

High Conviction ideas with focus on Market leaders across market caps

Buy & Hold Approach

Hold companies till business continues to progress as per our
expectations

Higher EPS growth and
Return Ratios

For High growth: EPS growth > 15%, ROCE > 20%
For Value: Expected EPS breakout of last 5-years

Large cap/Mid cap
exposure

Largecaps: 60-100%
Midcaps: 0-40%

Stock Picking bias

High growth + Value stocks
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All weather portfolio with combination of Consistent High Growth and
Value stocks

High growth
a) ROCE >20%
b) EPS CAGR >15%
Titan
Pi industries
SRF
Havells

Value
a) EPS growth seen after long
period of stagnation
b) Reversal of cycle
SBI
L&T
Tata Comm
Bharti Airtel
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Why Market Leaders are required ?
 Market leaders from across market caps creates an all-weather portfolio, as its components have a
higher market share in their niche segments

 Sectoral leaders have superior product profile, high bargaining power and a consistent track record of
creating wealth for their shareholders.
 These are Quality companies that benefit from the tailwinds of multi-year structural growth and have
compounded even through periods of higher market volatility, achieving steady risk-adjusted returns for
investors.
 Market leadership allows companies to hire better talent, access lower cost of capital, secure volume
price discounts, engage with partners on a preferential basis and ultimately consolidate the market.

 Market leaders have an opportunity to increase their market share and are able to pass the cost to the
consumers in higher inflationary trend.
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ACE Market Leaders
Consistent high growth + Value

ACE includes market leaders from across market caps and is an all-weather portfolio, as its components have a
higher market share in their segments. The focus of this portfolio is on companies with strong balance sheets and
management teams that have shown disciplined capital allocation
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Digitization
 Digitization has been crucial for companies to post higher growth in their earnings by optimizing their cost. The number
of internet users in India have more than doubled in last 5 years, to 765 million.
 The cost of data is the lowest in the world, leading to faster adoption of data usage in India. 1GB data costs near $0.09
(Rs. 6.8), there are countries with $27 per GB cost. In US it is $3.3 per 1GB and in China it is $0.71 (4.8 Yuan).

 With over 1.18 billion mobile connections and over 30.52 bn mobile applications downloaded in a single year, India has
one of the highest levels of digitization in the world. US saw 12 bn downloads, while China has 98 bn app downloads.
 On an average, Indian mobile users consume around 12 gigabytes of data every month, compared to an average of 11.5
gigabytes by mobile users in China. By FY ‘26, the digital economy is expected to contribute to 20% of the country’s
GDP, compared with just 8% in FY ‘21. It accounts for 40% of China GDP.
IT exports surpass import bill ($ bn)
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Major Digitization picks
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It exports

Oil import

Telecom: ARPUs rising

- MSCI weight increase benefitted Bharti Airtel
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Formalization of economy
 More businesses are making the shift from the unorganized to the organized sector.
 The market share of the top six players in bank credit has increased to 67%.
 In cement, all of the incremental sales volume over the past four years has been from the top five players.
 In steel, the top six players control 95% of the industry volume growth over the past four years. Even in the plywood,
wires and cables, pipes, apparels, tiles, logistics, footwear large organised players are benefitting.
Titan – A beneficiary of the move from the unorganized to organized sector
Titan’s market share has increased from 6% to 7%. The company has consistently displayed its ability to gain market
share even in a tough industry, owing to a robust balance sheet (over 30% RoCE, along with cash and investments worth
over Rs. 2000 cr.). With mandatory gold hallmarking, market share gain will be seen from the unorganized sector, aided
by the pent-up demand for jewellery.
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Shift from unorganized to organized
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India as global manufacturing hub
With China+1 approach and government’s PLI benefits, India’s manufacturing as %of GDP is likely to revive.
 In Agrochemicals, China has a 17% market share, while India has only 6%.
 In Pharma APIs, China has an 11% market share, while India has only 4%.
 In Dyes and Pigments, China has a 12% market share, while India has 5%.
 Even if we take 1-2% market share from China, our revenues will double over the next 3-5 years.
Credit Growth (%)
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Infra and Housing Capex
 Over the past two years, Capex from the government has increased from 1.7% of the GDP to 2.4%.
 Corporate India has also generated significant cash flow in FY ‘21.

 With the exception of Reliance and IT companies, FCF was Rs. 450 bn in FY ‘20 and over Rs. 2,000 bn in FY ‘21.
 Corporate India paid back Rs. 1,80,000 cr. of debt. The borrower’s, as well as the lender’s balance sheets got better,
which is crucial from the Capex perspective.
Major order inflows
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Dedicated Freight Corridor
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L&T – a Deep Value ACE Equity pick
L&T has announced
engineering, procurement
and construction orders of
15000 cr. in historically weak
Q1 – shows improvement in
capex cycle
Construction of data centres
of total capacity of 10.8 MA at
Mumbai and Navi Mumbai
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Consumption boom in the coming decade
 India’s per-capita GDP has grown beyond $2,000. It is seen that in economies where the per-capita GDP has crossed $2,000,
strong growth in consumption was seen in the next decade. This phenomenon was seen in China, which crossed this milestone
in 2006, and saw a 5-6 times growth in consumption.
Major consumption picks: Asian Paints & Pidilite
Despite crude prices rising beyond $100 in 2008 and 2011, Asian Paints and Pidilite’s performances were not shattered significantly
and they eventually recovered with higher CAGR returns.
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Brent upsides Vs Asian Paints & Pidilite
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SRF – Stock gave 150% return
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Consumer demand: high growth prospects
No. of households
289 mn
(1.3 bn population)

India’s GDP : $2.8 tn

Overall system credit
$1.7 tn

Corporate
67% ($1.1 tn)

Per capita income
$2050

Retail credit exposure
$560 bn

India1

12%
36 mn

$3500 & above

70%
$392 bn

India2

21%
59 mn

$1200 to $3500

20%
$112 bn

India3

67%
194 mn

Upto $1200

10%
$56 bn

Retail
33% ($560 bn)
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Key gainers and Portfolio Performance
Performance for FY22

Key Gainers
Stock Name

Avg Price

Market Price

Gain %

M&M

596

1268

112.77

SKF

3435

4713

37.21

ICICI BANK

417.45

862

106.49

SRF

880.53

2503.45

184.31

Performance for FY23
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ACE Equity: Fundamentals placed better than Nifty
Strong Earnings Growth
28.50% ACE Equity
Vs

Cash rich Balance sheet
60% of companies have zero debt
30% of portfolio companies have D/E < 1

15.90% Nifty

Superior ROE
22.02% ACE Equity

Vs
14.87% Nifty

Std Dev
17.95% ACE Equity

Vs
17.90% Nifty
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Quarterly Market Outlook & Performance
In the last one and half years Nifty has spent more time near mean price of 17000. Even now it is near these levels amid volatility on either side of the market.
FII flows have also remained erratic which is not letting the market to sustain at higher levels. Despite this Indian markets have continued to outperform US
markets. S&P is just 5% away from March 2020 levels but Nifty is still 27% away from those levels. Though Indian markets cannot be completely decoupled from
global slowdown however it may remain relatively better due to its lower inflation than developed markets. Lower crude prices can safeguard against lower
exports and depreciating currency. India PMI manufacturing and services have remained in expansion mode at 55.1 and 57.4 respectively. Risk off sentiment in
developed markets has led to surge in dollar which is also driven by weakness in developed market currencies like Euro, Pound and Yen. Rupee though
depreciating but pace of depreciation is low vis a vis others. India is still expected to be one of the fastest growing economy in the world. When others are
under recession, we are growing in excess of 7%. We have positive real interest rates in comparison to more than 4% negative interest rates in US and Europe.
Nifty earnings which were growing with 18% are still expected to grow by 12-14% which can limit the downsides. Insurance, IT, Pharma and Cement sectors are
quite oversold. Insurance can benefit from lower claims and higher premiums. Also with Auto cycle recovering, motor insurance can see revival along with
health insurance. Valuations of largecap IT stocks are getting attractive now. Recent Accenture results though were lower than market expectations and 8-11%
growth showed lower discretionary spending in Technology space. However rupee depreciation can provide tailwind to IT and Pharma stocks. With gradual
uptick in cement prices, we have seen some revival in these companies. With lower commodity prices, commodity producers can remain under pressure and
commodity users can see earnings recovery in H2FY23. Since inception Model & Portfolio TWRR return net of expense are 13.95% ,11.47% vs Benchmark
return of 16.84 % as on 30th Sep 2022.
Top constituents by weightage
Top 10 Stocks
Performance vs.
Benchmark*(%)

1M

3M

6M

1YR

ACE EQUITY (Model)

-3.50

14.52

0.96

-0.07

ACE EQUITY
(PORTFOLIO)

-3.47

14.38

0.70

-1.86

NSE 200

-3.56

10.33

-0.65

-1.84

Note: Returns are TWRR as of 30th Sep 2022 net of all fees and all expense (including taxes) all cash holdings and investment in liquid funds.
The performance related information provided herein is not verified by SEBI

ICICI BANK
BAJAJ
FINANCE
ASIAN PAINT
M&M
INFOSYS
BHARTI AIRTEL
PIDILITE
HDFC BANK
SBI
L&T

Weight (%)

6.91
6.29
6.15
5.70
5.30
5.10
4.98
4.70
4.68
4.52
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Portfolio Highlights
ACE Equity fundamentals over benchmark
EPS Growth: 28.50% Vs 15.90%
ROE: 22.02% Vs 14.87%
Std Deviation: 17.95% Vs 17.90%

SECTOR ALLOCATION
BFSI
Consumer goods

2%
5%2%

Auto

7%
31%

7%

Chemicals
IT
Telecom

8%

Capital Goods & Metals

8%

Oil&Gas

9%

21%

Cement
Pharma
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Key Highlights
Why this scheme
Aim is to generate long term capital appreciation from an actively managed diversified portfolio of large & mid/small caps
by using multi-cap framework.

Scheme Suitability
Investors seeking long term wealth creation with an option to customise the portfolio

Investment focus
Portfolio of 15-30 stocks
Not more than 10% allocation in a single stock at the time of initiation

Investment style

Growth

Blend

Value

Large mid small

Multicap

5
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About ICICI Securities
A Financial Powerhouse
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Type of Portfolio

Terms of Investments

Scheme Name

Open Ended Discretionary Portfolio
ACE Equity Portfolio

Investment objective

The Investment objective of the scheme is to generate long term capital appreciation from a
portfolio of equity by selecting stocks from larger universe.

Description of types of securities

Listed Equity and MF.

Basis of selection of such types of securities as part of the investment Allocation is done by actively selecting stocks with Multi-cap framework based on fundamental
approach
parameters.
Allocation of portfolio across types of securities
Appropriate benchmark to compare performance and basis for
choice of benchmark

80-100% Equity allocation & 0-20% Cash and Cash equivalent (Mutual Fund)*.
NIFTY 200. We are selecting stock on basis of multi cap approach where portfolio will majority
have combination of Large and Midcap stocks. NSE200 is combination of both Large and
Midcap stocks which is a broader index and better representations than other indices like NSE
100 (large cap oriented) or NSE 500 (Midcap oriented).

Indicative tenure or investment horizon

Long Term Capital Appreciation (3 Years +)

Risks associated with the investment approach

The investments strategy is based on fundamental parameters with Multi-cap framework and
continues to have concentration and systematic risks.

Minimum Investment Amount for New Account Opening

Rs. 50 Lacs (as per regulations) or as decided by the portfolio manager at its sole discretion
Daily
Investors are advised to seek consultation from their independent financial advisor/ tax advisor
before making any investment decision.
Market Risk : Equity Investments are volatile and subject to market conditions. Capital Loss Risk
: There is no capital protection guaranteed in this strategy and due to adverse market
movements, client may incur capital loss. Execution Risk : There can be deviation from the
benchmark index given cash allocation & time lag/price differentials in order executions.
Please note that Investment made on the basis of Investment objective of the strategy may or
may not match with Investment/risk profile of the client.

Redemption
Taxation

Key Risk

*Change in allocation of portfolio: Subject to regulation, the asset allocation pattern indicated above may change from time to time, keeping in view market
conditions, market opportunities, applicable regulations and political and economic factors. It must be clearly understood that the percentages stated above are only
indicative and not absolute and that they can vary substantially, depending upon the perception of the Investment Manager, the intention being at all times to seek to
protect the interests of the investors. Such changes in the investment pattern will be for short term and defensive considerations.
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Fund management team
Piyush Garg- Chief Investment Officer
-

Over 23 years of experience in Indian financial markets - Fixed income, Equities and Currencies & US bonds.

-

Invited as spokesperson in various seminars in India and abroad on Global and domestic macro economics.

-

Awarded ‘Master Exemplar’ by ICICI Group for 3 consecutive years 2016, 2017 & 2018 for outstanding contribution

-

Have been successfully managing funds in various asset classes for the last couple of decades with strong macro-economic approach.

-

Regularly gives his opinion on fund flows, macros, various indices on prime channels like CNBC, ET Now, etc

-

MBA from IIM Kolkata

Amit Gupta- Fund Manager
-

Have two decade of experience in Financial markets with Research expertise in Equity, Currency and Commodities.

-

Won the India’s Best Analyst Award in the year 2012 and 2014 from the erstwhile President of India

-

Was on the advisory panel of NSE for the launch of new Derivatives products

-

Have attended seminars as spokesperson across India and abroad for the comprehensive coverage on Equity markets.

-

Gives his opinion on Equity and Derivatives markets on prime channels like CNBC, ET Now, etc

-

A Mechanical Engineer and MBA (Finance) from IBS Hyderabad

Vasant Joshi- Portfolio manager
-

Have rich experience of 14 years in Financial markets with Advisory expertise in Direct Equity.

-

Managing entire GPC clients of ICICI Bank.

-

MBA Finance from IMED PUNE.
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In-house research ecosystem
People
• 25 Member Fundamental Analyst team
• Won 25+ awards for best research house/analyst

Coverage

• 300+ Companies under coverage
• Coverage spread evenly between large cap (30%), mid cap (38%) & small cap (32%)

Differentiated products




Running equity advised baskets since Sep 2016
Golden stock basket from large and mid cap space
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ICICI Securities – A Financial Powerhouse
Pioneers of online broking in India – Started in 2000
Leading equity broker in India1 powered by ICICI Direct
Second largest non - bank mutual fund distributor2

One of India’s largest private wealth management outfits with AUA of over INR1 tn

Active research coverage of around 300 companies across 16 sectors

Leading investment bank in equity capital market3
1. By brokerage revenue: Sources: Investor presentations, Annual reports & Estimates
2. Source: AMFI (in terms of revenue), period: FY18
3. Source: Prime database; for Equity Capital Market (ECM): IPO/FPO/InvIT, QIP/IPP, Rights issue, Offer for sale
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Disclaimer:

Risk Factors & Disclaimers

Risk Factors & Disclaimers
Please note, the contents of this document are for information purpose only. The data points used throughout the document may be dated and
may not be relevant after the issuance of the document. ICICI Securities do not take any responsibility of updating any information in this
document. Please refer to the disclosure document for detailed risk factors and other disclosures before taking any investment decisions.
All clients have an option to invest in the above products / investment approach directly, without intermediation of persons engaged in
distribution services. Kindly contact us on pmshelpdesk@icicisecurities.com The information contained in this document is strictly confidential
and shall not be altered in any way, transmitted to, or copied or distributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of ICICI Securities Ltd. ICICI Securities Ltd. provides portfolio management services to the
investors directly without any intermediation of any persons engaged in distribution services. It may appoint distributor / intermediaries for the
purpose of distribution of its PMS products in which case also investors will have the option to be on-boarded directly without any
intermediation. These returns are not verified by SEBI.
Risk Foreseen: The Ace Equity strategy is based on ***5 G Strategy (fundamental parameters) with market agnostic approach. It is Multi-cap
framework approach and continues to have concentration and systematic risks.
***5G refers to growing Economy, Sector, Market share, revenue and governance.

Please refer Disclosure Documents and Risk Factors stated therein before investing in Portfolio Management Services.
ICICI Securities Ltd. (I-Sec). Registered office of I-Sec is at ICICI Securities Ltd. - ICICI Centre, H. T. Parekh Marg, Churchgate, Mumbai - 400020,
India, Tel No: 022 - 2288 2460, 022 - 2288 2470. I-Sec is a SEBI registered Portfolio Manager, Registration no. INP000004060. Investment in
securities market are subject to market risks, read all the related documents carefully before investing. I-Sec and affiliates accept no liabilities for
any loss or damage of any kind arising out of any actions taken in reliance thereon. The information provided is not intended to be used by
investors as the sole basis for investment decisions, who must make their own investment decisions, based on their own investment objectives,
financial positions and needs of specific investor. The information provided may not be taken in substitution for the exercise of independent
judgment by any investor. The investor should independently evaluate the investment risks and make independent judgment with regard
suitability, profitability, and fitness of any product or service offered herein above. Investors' capital may not be guaranteed and they could lose
all or substantial portion of their investment. The products described in this document may not be protected against sovereign risk including
risks arising from any changes in applicable Indian or other relevant laws, represent speculative investments and may involve a high degree of
risk.
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To get in touch, mail us at pmshelpdesk@icicisecurities or contact our customer service team on 1860 123 1122. You can also contact
your relationship manager for any clarification regarding the product.
ICICI Securities Ltd. Portfolio Management Services is a division of ICICI Securities Ltd.
CIN no. L67120MH1995PLC086241: Website: https://www.icicidirect.com
Registered office: ICICI Centre. H.T. Parekh Marg, Churchgate, Mumbai- 400 020
Tel: (91 22) 2288 2460/70 Fax: (91 22) 2288 2445.

Source : ICICI Direct Research

Thank You
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Thank You

Source : ICICI Direct Research
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