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Dear Investors! 
 
There is a feeling of deja vu in wishing for your health and safety as yet another 
wave of COVID is amidst us. Expectedly, this has a bearing on the economy and 
the markets as well. Governments around the world and in different states in 
India are responding with varying levels of restrictions. Sectors such as travel, 
leisure and retail, which were finally showing some green shoots have been 
negatively impacted. However, there are reasons to believe that this wave might 
impact us less than before. As per preliminary reports, the Omicron variant is 
expected to be milder than previous variants and we should be better prepared 
with a higher percentage of the population vaccinated now. Though the jury is 
still out, markets around the world have had a shallower impact and have shown 
a quicker recovery this time.  
 
On the other hand, we are seeing signs of heating up in some key economies, 
majorly a result of government stimulus to tackle the recessionary effects of 
COVID. Commodity prices are on the higher side and labour markets are tight, 
particularly in the western economies. This is prodding central banks to consider 
tapering of monetary expansion that has been going on for many years now.  
 
Rising COVID concerns and expected action from central banks were together 
responsible for the rise in volatility in equity markets last quarter. Indices 
remained range bound with selling on rises - Nifty had a -1.5% return in the third 
quarter of FY22. Considering this environment, we remained cautious and very 
disciplined with our risk management strategy. We did not shy away from 
making the required changes to our model portfolio as frequently as required to 
remain in step with the evolving market situation. We are fine with sacrificing a 
few basis points of return if that serves the objective of capital protection. 
 
Going ahead, we stay cautious but optimistic about the immediate future. All the 
positives of the Indian economy that we have cited in our earlier letters remain. 
There is structural growth in certain sectors such as IT, chemicals and home 
building and certain other sectors such as travel and leisure are very likely to see 
mean reversion to pre COVID levels and a subsequent upswing. There are added 
tailwinds of a secular rise in consumption and supportive government reforms 
e.g. privatisation and PLI schemes. Despite hiccups due to Omicron and some 
tightening of global liquidity, the underlying story of business growth in India 
remains sound. Investors will watch earnings releases to reassure themselves of 
this, and we are hopeful that Indian businesses will not disappoint. Another 
event that investors will keenly wait for is the annual budget. Expectations from 
the budget for further reform are tempered after the farm law rollback and 
absence of any negative measures for the capital markets will be enough to 
bring cheer to investors. Also, the outcome of upcoming assembly elections is 
also likely to be important in determining the direction of future reforms by the 
present government. We do expect a certain degree of volatility to remain, 
however, earnings growth should eventually emerge as the most important 
determinant of equity returns.  
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One structural change that we wish to highlight is that of improving maturity of 
the Indian equity market. Though retail equity participation is still in low single 
digits, there has been a substantial increase in it along with a proliferation in 
platforms for investing in equities. There is also a simultaneous rise in IPOs, 
particularly from new age tech related companies. All of these will together add 
to the depth of the equity markets in India and should be welcome news for any 
market participant.   
 
Overall, it was a comparatively quieter quarter compared to any other in the 
post COVID times, majorly due to the markets taking a breather from their 
incessant rise post COVID and emerging uncertainty about the scale and pace 
of tapering and subsequent rate hikes by central banks around the world, 
especially the US Federal Reserve. 
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Past performance: 
 
East Green Capital aims to deliver sustainable returns in all kinds of market 
conditions. Our robust process helped us do just that in a challenging market 
environment in the third quarter of FY22. We had a benchmark beating 8.5% 
return in the quarter. For comparison, major indices in the period had negative 
returns, with Nifty at -1.5% and BSE Midcap at -1.1%.  
 
During this period, we swiftly reduced our exposure to a few names negatively 
impacted by COVID to reduce risk to the portfolio. However, we maintain our 
position in some travel and leisure companies, which we believe have limited 
downside from here and should be quick to bounce back once the threat from 
COVID abates. We continue to remain bullish on home building and added a few 
names around this theme in the quarter.  
 
Please see below for return across different time periods ending Dec 2021: 
 
 

  
 
Note: Individual portfolio returns may differ slightly depending on their time of investment and 
subsequent capital addition/withdrawals. 
 
Please visit https://eastgreencapital.com/historical-performance/ for more performance metrics 
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Present portfolio: 
 
Here's how our model portfolio looks as on date (31st Dec 2021): 
 

 
 
Please visit https://eastgreencapital.com/model-portfolio/ for exact stock weights 

 
Changes in this quarter: 
 

1. Replaced broking company with a depository company operating in a 
duopoly 

2. Added a large auto after their announcement of major EV plans and with 
gradual improvement in semiconductor supply 

3. Added stocks in home building and home finance spaces 
4. Made reductions for risk management in holdings of certain stocks with 

high allocation 
5. Exited positions in some NBFCs (vehicle and SME financing) which were 

impacted due to Omicron worries 
 
The way ahead: 
 
We continue to remain positioned to benefit from the expected earnings growth 
in our sectors of preference, while being cognizant of expected risks that we can 
see along the way. We maintain a watchful eye on COVID as well as actions of 
central banks, particularly the US Fed. As always, our risk management process 
will stay in place to protect the portfolio from any adversity. 
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