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Dear Investors! 
 
In line with the previous two quarters, global factors continued to dominate the markets in this quarter 
too. The war in Ukraine is still on and is seeing some spikes of hostility lately. Even though prices of many 
commodities (such as metals, palm oil) have softened, crude continues to hover around $90 per barrel. The 
biggest factor, of course, is the tightening of monetary policy by central banks around the world, particularly 
the US Fed. Inflation in the US has stayed high in consecutive quarters, forcing the Fed to continue on its 
path of raising rates. Even the most recent inflation data has brought no relief. We had mentioned in the 
last letter about the US economy being in technical recession (i.e., negative growth rate in two consecutive 
quarters) even though the situation on ground was unlike one. There is now an increased risk that the 
aggressive tightening by the US Fed might lead to pain in the real economy very soon.  
 
In light of all this uncertainty, markets have predictably been under pressure. The US and European markets 
are close to their low point for the year and Hang Seng is at a decadal low. Although Nifty has also remained 
largely range bound this quarter, it has shown more strength than its global peers. At the time of writing 
this, the market was ~12% above its June low. This reflects the extraordinary strength of the Indian 
economy courtesy our favourable demography, entrepreneurship, robust demand, and sustainable fiscal 
policies. Businesses continue to report revenue growth and order generation. Banks are reporting robust 
credit uptake and lower non-performing loans. Sectors related to discretionary spending, such as footwear, 
travel and hospitality are showing revival. Companies in the capital goods and industrials space are also 
reporting an uptick due to robust capex by businesses and government alike. The defence sector is receiving 
increasing investor interest as a result of the government’s focus on indigenous procurement. IT companies 
have reported their latest earnings numbers recently - despite multiple challenges the revenue and margins 
of most companies have not disappointed the street so far. In the past two quarters, many businesses had 
seen margin pressure which is now finally abating with the reduction in commodity prices and is likely to 
act as a tailwind for future profits.  
 
This strength of the Indian economy has been acknowledged by multiple international fund managers, 
economists and think tanks. However, to add a note of caution here, no economy in the world today 
operates in isolation. Recession in the western economies will impact many businesses in India, particularly 
those that are export dependent. Additionally, markets will face downward pressure if tightening of global 
liquidity continues at the current pace. In the past twelve months, there has been a steady outflow of 
foreign capital from the Indian markets (and elsewhere too). The net capital inflows will resume only once 
macroeconomic stability returns, particularly in the US. In other words, the Indian market will reflect this 
and will return to its upward trajectory only once the global uncertainty reduces.  
 
As before, we will continue to monitor the overall macroeconomic situation while deciding on our stock 
allocation.  
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Past performance: 
 
This quarter witnessed recovery in returns in sync with the indices. This has helped us recoup a significant 
chunk of the drawdown in the first quarter. We are, however, still shy of breaching our earlier watermark 
and remain slightly in the red for this financial year - result of our conservative approach that we 
purposefully adopted in this time of volatility to manage risk. As mentioned earlier, we had increased the 
cash percentage of our portfolio in the first quarter for capital protection which made us miss some upside 
due to short term rallies in the market. Even during quarter two, as we started reducing our cash allocation, 
we invested more in defensive sectors and large cap names to keep risk at a minimum.  
 
At EGC, we believe in focusing on capital protection in volatile markets and gunning for return maximisation 
as market strength improves. The few bps of underperformance in the lean patch is more than 
compensated, provided the drawdown is kept in control. When the time to be aggressive comes, you will 
see us shift our allocation to appropriate sectors and names, but in the meantime, we will continue to use 
a more cautious approach in our investing.  
 
Please see below for return across different time periods ending Sep 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 looked at the end of the quarter (30th Sep 2022):  

 
 

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

Changes in this Quarter: 
 

1. Went from ~60% cash at the beginning of this quarter to fully invested 
2. Increased allocation to Banks/NBFCs (sector with highest weightage) to benefit from improving 

credit cycle and reducing NPAs 
3. Added names in businesses likely to benefit from increasing capex 
4. Increased allocation to defensive names (pharma and consumer) and large caps 
5. Re-entered some high conviction stocks once market strength showed some improvement 
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The way ahead: 
 

Mixed signals from the US are resulting in a divided analyst community. There is a possibility that the US 
Fed might have finally caught up with inflation and so the next rate hike might be 50bps instead of 75bps. 
When that happens, markets globally will see it as a positive. On the other hand, however, inflation and 
unemployment numbers in the US have surprised the street on the upper side frequently this year and it is 
difficult to predict if the next round of monthly data will provide the Fed the required breathing room. Also, 
many economists and fund managers have started talking about the risk of an actual recession. As you can 
see, the risks to the real economy and the reduction in the pace of liquidity tightening are the twin opposing 
forces that will decide when the global markets come out of the current doldrums.  
 
Even though the Indian economy stays robust, the market for now continues to be range bound and hence 
our positions will continue to be guided more by capital protection rather than appreciation. As the market 
strength improves, we will be swift in shifting allocation to more aggressive names.  
 
 
 
 
Vinay Arya  
vinay@eastgreencapital.com 

Pratik Karmakar  
pratik@eastgreencapital.com 

Diven Sharma 
diven@eastgreencapital.com 
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