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Dear Investors! 
 
We had a whirlwind fourth quarter to end the financial year 2021-22, with 
global factors dominating the discourse. Just as we were finally recovering 
from COVID, war and geopolitical instability raised their ugly heads. It was 
anyone’s bet how the war in Ukraine would unfold and if it would involve 
other major powers and in what capacity. This uncertainty resulted in 
heightened volatility in markets around the world as the crisis progressed. 
This crisis seems to have been contained for the time being, and markets 
have started recovering accordingly. However, any change in the situation in 
Europe would obviously impact the global markets negatively again. 
 
A key fallout of the Ukraine war has been rise in prices of commodities 
particularly oil and gas. This is certainly bad news for economies like India, 
which are net energy importers. Industries that are energy intensive and/or 
use metals as raw material have been severely impacted. There has been a 
wider impact on the overall economy due to rise in inflation. Sanctions on 
Russia imply that this situation is unlikely to abate immediately even if the 
war were to conclude. We have to be prepared, therefore, to operate in this 
high commodity price environment for some time to come. 
 
Commodity price inflation has also added to the woes of central bankers 
who were already grappling with rising wage pressure in the western 
economies. The US Fed has indicated that they might go for steeper and 
more number of rate hikes than previously communicated. Tightening of 
global liquidity is likely to be the single biggest factor impacting equity 
markets in the next few quarters. You might also have come across some 
concerns around inversion of the yield curve (in simple words, short term 
interest rates exceeding long term rates) which is supposed to be a signal of 
an impending recession. In our view, this inversion may only be a temporary 
phenomenon, and hence may turn out to be more noise than signal, but we 
are keeping a close eye on how this unfolds and if indeed the inversion of 
the yield curve is sustained. If the inversion lasts for a longish time period, 
then the possibility of a US recession would rise. 
 
Closer home, there has been some cause for optimism due to discretionary 
spending making a comeback post COVID. Travel and leisure were 
beneficiaries, as expected. Company earnings have been broadly on the 
positive side and capex plans of businesses & government point to 
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expectations of healthy growth in multiple segments of the economy. Credit 
off take continues to improve and so does the situation with bad loans 
(NPAs). IMF projects 8.2% growth for India in FY 2022-23, making it the 
fastest growing major economy. India is also feeling the brunt of inflation 
but wage inflation is yet to rear its ugly head here. So far, it’s just the impact 
of global commodity inflation. Hence there would be margin pressure on 
domestic companies but we are counting on growth to tide them over the 
temporary margin hump. 
 
The talking point of the past few weeks has been the persistent FII selling as 
they are pulling out money from emerging markets. So far, domestic and 
retail buying has been able to balance FII selling. As the equity cult in India 
grows, domestic money will go from strength to strength in stabilising the 
market in the face of global woes. On the positive side - once FIIs turn net 
buyers along with DIIs, it will start the next leg of the bull market, which has 
been floundering in the last 6 months. 
 
In FY 2021-22, global uncertainties (pandemic, war, inflation and tightening 
liquidity) overshadowed domestic factors. None of these uncertainties is 
truly behind us, in fact inflation and tightening liquidity can be expected to 
weigh heavy in the next financial year too. We will continue to closely 
observe these and make changes to the portfolio, as needed. 
 
Past performance: 
 
The war in Ukraine cast a shadow on the markets in the past quarter. 
Although the uncertainty in such a period offers the opportunity to buy 
quality names at a discount, it also poses a major challenge to risk 
management. While the crisis is ensuing, it is difficult to predict what turn it 
will take and how long it will last. At East Green Capital, we prioritise risk 
management above all. As we have often mentioned, we are willing to 
sacrifice a few basis points of return to ensure capital protection.  
 
As a result of our disciplined risk management, we were able to recover 
from a drawdown in the month of February and actually delivered a 
positive, index beating return of 1.5% for the quarter. Our return of 57% for 
the fiscal outperforms major indices and is a testament to our robust 
investment process.    
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Please see below for return across different time periods ending Mar 2022: 
 

  
 
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 Mar 2022): 
 

 
 
Please visit https://eastgreencapital.com/model-portfolio/ for exact stock weights 
 
Changes in this quarter: 
 

1. Increased allocation to banking segment and added a microfinance 
name, considering the improving credit environment 

2. Exited positions in two tile companies which would be negatively 
impacted due to high energy prices 

3. Added stocks with strong earnings trajectories in the specialty 
chemicals space 

4. Added two stocks in the air conditioning space, likely to benefit from 
increase in discretionary spending post-Covid and with the ensuing 
summer season  

5. Increased allocation to the travel and leisure segment which is seeing 
increased spending post-Covid 
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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 inflation as 
well as actions of central banks, particularly the US Fed. However, these are 
the known risks that have been priced in by the market. We will never be 
able to foresee the unknown risks that will surely come our way in the next 
12 months. But, as always, our risk management process will stay in place to 
protect the portfolio from any adversity. 
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