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Disclaimer

» Stalwart Advisors & myself are registered with SEBI.
+ We have past/present ownership in stocks discussed.

» This presentation is purely for educational purpose and
should not be construed as an investment advice.

» Please consult your financial advisor before acting on it,
we/organiser will not be responsible for such actions.

» Investments are subject to market risks, please read all
scheme related information carefully.

+ Full disclaimer can be referred to at Stalwart’s website:

www.stalwartvalue.com
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Disclosure (SEBI Regulation)S((-:]1

1.  Whether the research analyst or research entity or his associate or his relative has any financial interest in the
subject company and the nature of such financial interest. - Yes (PMS)

2. Whether the research analyst or research entity or its associates or relatives have actual/beneficial ownership
of one percent or more securities of the subject company (at the end of the month immediately preceding the
date of publication of the research report or date of the public appearance). — No

3.  Whether the research analyst or research entity or his associate or his relative, has any other material conflict
of interest at the time of publication of the research report or at the time of public appearance. - No

4. Whether it or Its associates have received any compensation from the subject company in the past twelve
months. - No

5. Whether it or its associates have managed or co-managed public offering of securities for the subject company
in the past twelve months. - No

6. Whether it or its associates have received any compensation for investment banking or merchant banking or
brokerage services from the subject company in the past twelve months. - No

7. Whether it or its associates have received any compensation for products or services other than investment
banking or merchant banking or brokerage services from the subject company in the past twelve months. - No

8.  Whether the subject company is or was a client during twelve months preceding the date of distribution of the
research report and the types of services provided. — No

9.  Whether the research analyst has served as an officer, director or employee of the subject company. - No

10. Whether the research analyst or research entity has been engaged in market making activity for the subject
company - No
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Jatin Khemani - Brief Profile

» Born & brought up in Delhi.
+ CFA Charterholder (US) & MBA (Finance).
» Been investing full-time since 2011.

» Two jobs under awesome mentors till 2014.

+» Founded Stalwart Advisors in 2014, decade old now -

Equity Research + PMS.

Advisory basket (Research) has compounded at 27% CAGR since 2014
(twice that of market).

PMS is relatively new; 1.5 years old with 37% CAGR.
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How is Stalwart PMS Structured S(al
Differently?

1 'Wealth Guardian True-to-label; strong risk-management with capital safety first.

Leave market timing worry to us as we don’t follow Medel
2 1009 Customized Porttohio. Your capital gets deployed slowly based on available
opportunities vs most other PMS / all Index & Mutual Funds.

Founders have ~Rs 10 Cr in the same fund; eating at their own

3 | Skin-in-the-game
restaurant.

Performance based fee model - we earn when you earn.

4 | Alignment of Interest No lock-in or exit load.

All stock picks of PMS team - be it a small cap or large cap, value
or growth, from I'l" or Pharma, go into this portfolio alone.

5 A Single PMS Scheme

Uniform fee structure & reporting for all partners, irrespective of

6 Simple, Transparent & Fair . .
account size or vintage.

7 A Credible Ecosystem Reliable Custodian, Banker, Broker & Fund Accounting system.

8 Kduciary (Trustee) Doing what we would expect if our roles were to switch.

Investor Memos: https://stalwartvalue.com/investor-memos/

Portfolio Performance: https://stalwartvalue.com/portfolio-performance/
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Mantra for Long Term Wealth Creation?

1. “Buy Good Businesses that compound
earnings” - From Mr Buffett, Mr Munger
to Mr Jhunjhunwala.

2. But not at an obscene valuation - Entry
valuations matter

3. So wait for 2008 or 2020 type crash -
Nalanda way?

4. Otherwise how do we find such
opportunities?

5. Going to showcase a common pattern
from some of our portfolio companies,
and one such idea in current markets.
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Suven Pharma (2019)

1. Core Business of CRAMS - enjoy Moat & Longevity

2. Robust value addition - 70% Gross, 45% Operating & 30% Net
3. 50% RoCE, even better than Divi’s Laboratories

4. Rs 800 Cr in Annual Turnover

5. Yet in 2019, it was available at just Rs 3,500 Cr Market Cap, ~16x
PE

6. Why? - Rs 70-100 Cr annual loss in NCE Segment for CNS
research (Alzheimer’s, Parkinson’s..); Mr Jasti’s ambitious project
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De-merged Life Sciences Biz.
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Sold here as valuation & risk-reward became unfavourable
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Usha Martin (2021)

1. Core Business - Steel Wires with critical applications like Elevator, Crane, Mining,
Oil & Gas etc.

2. 80% sales via consumables/FMIG with repeat purchases.

3. High Value Addition - Rs 33,000 EBITDA per ton
Elevator Ropes @ 2-4 lacs per ton vs steel @ 50k - sells by meter, buys RM by kilo

4. RoCE of 20-25%
5. Market Leader - 50% Domestic Share & 6% Global
6. Available at throwaway valuation till 2021

7. Why? - Backward integration into steel mill via leverage
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Sold Steel Mill to Tata Steel Skl
& Became Debt-Free
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FY21 Net Profit Rs 150 Cr, Now at Rs 425 Cr
Can continue to compound at 18-20% CAGR
Valuation in fair zone (& not over valued)
Holding on to full position!
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Gujarat Ambuja Exports (2017)

1. Historically a commodity business - oil extraction &

textile at 4% OPM and single digit RoCE - No value
addition.

2. Hidden in Segment Data: Maize Processing -
 Starch Derivatives (FMIG) to Pharma, FMCG, Textile etc
« Steady EBITM% in teens (across cycle)
« RoCE of 25-30%
e Rs 1,300 Cr in sales | 18% market share

e Debt free balance sheet
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Prior decade numbers were Sdl

Impressive
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3. Redeploying all cash flows in maize segment to scale up
capacity further by 2-3x.

4. Maize already 40% of sales & 65% of EBIT in 2017.
Thesis: In ~5 years Maize to be 80-90% of sales & 90-100% of
EBIT.

5. Market Cap Rs 1,450 Cr, <10X PE
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GAEL - Worked out fine! Sl
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Exited in Feb 2024 due to Corp Governance Shock
Otherwise thesis has grown only stronger
Intrinsic Value of Biz still 2-3x higher from current EV
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Common Pattern Sdl

» Core segments were ‘good” businesses

+» Undervalued due to other loss making segment /
leverage / legacy perception.

» As the problem got fixed via de-merger (Suven) or sale
(Usha) or relative size (GAEL), the core business got
discovered & re-rated.

Fixing Capital Mis-Allocation

» Trying to see what patterns have worked for us and are rep

» HEven in Conglomerates - M&M, TATA..!
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JM Financial (2024)

1. One of India’s oldest & most trusted name in capital
markets - [PO, QIP, M&A, Institutional broking, LAS
and other allied services.

2. Leader: 50% market share amongst larger transactions.
3. Rs 700 Cr in annual net profits with 40% RoE.

4. Yet, available at 10,000 Cr EV.
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What went wrong?

1. Wholesale Lending - Land & Construction - conservative lending but
couldn’t compete with banks on cost of funds.

2. Asset Reconstruction Company (ARC) - IRRs went for toss due to
NCLT/court delays (Unitech, Nitco, Bombay Rayon..).

These two segments blocked all the capital in BS but generated no returns,
hence always got valued on P/B & not P/E.
That too discount to book value.

May 2024 - Promoter decides to unwind these two lending businesses
over next 2-3 years releasing over Rs 3,000 Cr.
To focus on core asset-light businesses of capital markets.
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Mispricing to go away?

1. Current Annual Profitability of iBank - Rs 700 Cr

2. Capital Markets are expected to have a golden decade

3. Profit has potential to double over next 4-5 years.

4. With capital misallocation going away, if JM trades at 15-

20x on core earnings, the implied market cap for ibank
alone can be Rs 25,000 - Rs 28,000 Cer.
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Multiple Triggers & Optionalities

1. RBI ban just got lifted - LAS book to scale back to Rs 3,000 Cr.
2. Credit Syndication / AIF - Shifting from BS to AIF (OPM) - leading to fee income.
3. Affordable Housing Finance - Seeded in 2017, Rs 10 lac ticket size, LTV 60%.

Rs 2,000 Cr Loan Book, Aiming to double this and list in 3-4 years.

4. Wealth Book - Rs 1 Lac Cr., in Top 10 even when had no focus, aiming to be in
Top 3 going forward.

5. AMC - 1st Private AMC in 90s, but had no AUM till 3 years back. Now at 12,500
Cr & PMS at Rs 2,500 Cr. Aiming for 25,000 Cr in next 2-3 years.

6. Broking: Large on Insti side, focusing on digital/retail with BlinkX.
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Key Risks | Expected Upside

BV 8,500 Cr
Mkt Cap 8,000 Cr
EV 6,000 Cr

Jun 2024 ~2026 ~2028
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Thank you!

Feedback / critigue welcome at jatin@stalwartvalue.com

For queries on Stalwart PMS: pms@stalwartvalue.com
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