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Dear Investor,

As we approach the Ides of March this year, we cannot but remember how last year this time we didn’t know what lied ahead over

the next 1 year and it is times like these that make us realise the futility of predicting too much of the future on excel spreadsheets.

From a year of the ‘Virus’ we have now migrated to a year of the ‘Vaccine’. Hope this letter finds you and your loved ones getting

back to normal life in the highest of spirits and good health.

In most of our earlier letters I have highlighted how we at Quest seek to find mispriced opportunities with the best risk reward pay-

offs across the breadth of the market and across the ‘Growth’ and ‘Value’ segment of the market and now is no different. I have

had the opportunity to interact personally with many of our investors over the last 1 year to take them through our investment

philosophy of balancing growth and value in the portfolio and at the same time looking for P/E re-rating opportunities. We have

time and again said that Index is just a number and a barometer of human sentiments whether Nifty is at 11,000 or 15,000 or

18,000. Nevertheless, there would be companies at all these index levels which would be trading at deep discount valuations for

various reasons and adding some quality names in that space is something which would go a long way in adding significant alpha to

the portfolios.

As you would have got a sense by now, since the last few months we have been tilting our allocation in the portfolios more

towards the value side of the market. However, its very important to understand here that picking up growth companies is

relatively easy but finding wealth creating ideas in the value segment of the market is the more difficult job. When a value stock

becomes a value trap and remains cheap for extended periods one would not know. Nevertheless, we believe that the last several

years of streets fascination with Growth stocks has led to an abundance of high-quality Value stocks which are now seeing strong

earnings growth and hence becoming the perfect candidates for a P/E re-rating. As we had elaborated in our last two investor

letters, we are seeing India at the cusp of major earnings growth trajectory and hence separating the chaff from the wheat within

the value bucket becomes extremely important. In this context building a relatively concentrated portfolio having a Price/Earnings

(P/E) multiple lower than that of the index and an earnings growth higher than that of the index is what we have been focussing on.

Addressing some common questions of investors
There seems to be no dearth of concerns in the mind of the investors when it comes to when is the next crash coming. Would like

to summarize some of the concerns they have popped up to me in the last couple of months and what my take has been on them:

1. Will Bond yield’s gyrations rattle the equity markets? In recent times the market volatility has been linked to the actions

and statements of central banks and I agree investor’s concerns are valid. The movements in bond yields shows the ongoing

tussle between the attempts of the central banks to engineer a smooth exit strategy from their loose monetary policies and

rising worries of the bond market related to higher-than-expected inflation, which may lead to a faster-than-assumed exit of

central banks from their accommodative stance. Money-to-GDP ratio has also expanded significantly in many developed and

emerging countries, which poses challenges for central banks and markets. However, we believe the economies in US and

Europe are yet to gain enough strength to stand on their own and we do not believe the central banks would stop their

accommodative stance so easily. The Fed has also acknowledged that they are aware that inflation risk is there but it is

something which we have to live with in the near to medium term. Thus flows into equities and emerging markets is something

we do not see stopping in the near term.

2. Will rising crude prices hurt Indian corporates and India’s finances: We have lived with high oil prices in the past too and

this time is no different. Crude hovering around $60 – 70 for now seems the new normal but we do not see reason to worry for

corporate profitability. Over the last 1 year a lot of margin improvements have happened and any major input cost rise can be

passed on to the end users as most companies have not done meaningful price hikes in the last year due to pandemic. We do

not see any major negative impact to corporate profitability from this near term rising crude prices.

3. Valuations look expensive. Where is the scope to make money from these levels? This happens to be one of the most

frequently and commonly made statement on the street whenever markets move up sharply in a short span of time. One thing I

always like highlighting in this context is that all companies listed in the market are not quoting at 40-50-60 P/E and there are
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enough companies listed out there which are registering strong earnings growth or are at the cusp of a major earnings upcycle

and are hence not the ‘hot favorites' on the street. Some of the companies like Phillips Carbon, HIL Ltd, etc which we have been

buying in our client portfolios in recent months, are still trading at low teens to single digit P/E multiples based on their 1 year

forward earnings, whereas their earnings are expected to grow at high teens or more. This clearly shows the mispriced

opportunity and distortions in the market space and gives us opportunity to lap onto it. That’s why the heading on the first page

aptly summarizes this fact that value stocks are rarely the most widely discussed and talked about companies.

4. Is it time to be defensive or play the cyclicals? If we look at the earnings and management commentary in the Q3FY21

quarter, there is clear evidence that cyclicals are going to come back with a vengeance after several years of sluggishness be

it cement, metals, autos, real estate or pure infra and EPC players. We believe the key driver going ahead would be the

execution and earnings translations and could be a more broad-based recovery across various sectors and more so steep

among the cyclical sectors. We have been highlighting the same in our last few investor letters and at the same time

positioning our portfolios also alike. Urban recovery would be faster as Rural has been the backbone all through most of the

last year and now its time for Urban India to take the charge.

Portfolio performance and positioning

As we have mentioned above, the portfolios at Quest are positioned to ride the next growth phase of Indian economy and within

that we have made higher allocations to sectors where we see sustainable and strong earnings revival like Cyclical financials,

Autos, Auto ancillaries, Chemicals, Pharma and healthcare, Home improvement and IT & IT Services. Barring a few selected

ideas in consumer discretionary space, we remain underweight on Consumer staples and consumer discretionary product

companies owing to their elevated valuations which does not give us the comfort to own considering their sub par earnings

growth. We currently have low exposure into pure play infra companies but would want to wait for some signs of revival and

actual implementation on the ground before we build more exposure there. Meanwhile we would continue to play the space

through cement and banks having higher industrial exposure.

In conclusion would like to reiterate taking the risk of being repetitive – India Inc. would surprise the naysayers and the skeptics

over the next 3-5 years with its new milestones and record growth trajectory. Would not be a great idea to book out of it too

early before the real meal is served!

Yours Sincerely

Aniruddha Sarkar

Chief Investment Officer & Portfolio Manager
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As on 28th Feb 2021 1 month 3 months 6 months 1 year 2 years 5 years
Since 

Inception

Quest Flagship PMS 7.98% 14.45% 31.96% 41.40% 17.52% 17.51% 16.93%

NIFTY-50 6.56% 12.03% 27.59% 29.61% 16.00% 15.61% 7.63%

NIFTY – 500 7.78% 13.64% 29.98% 31.79% 16.60% 15.77% 7.81%

Quest Multi PMS 8.58% 14.24% 30.45% 45.99% 18.99% 18.24% 14.77%

NIFTY-50 6.56% 12.03% 27.59% 29.61% 16.00% 15.61% 10.35%

NIFTY – 500 7.78% 13.64% 29.98% 31.79% 16.60% 15.77% 11.05%

Quest Focus PMS 11.39% 17.53% 34.65% 37.84% 13.59% - 14.02%

NIFTY-50 6.56% 12.03% 27.59% 29.61% 16.00% - 14.09%

NIFTY – 500 7.78% 13.64% 29.98% 31.79% 16.60% - 14.08%

Note: These are TWRR returns as on 28th Feb’21 of all clients taken together of the individual schemes and individual client performance can 
be higher or lower than this depending on their joining dates and corpus in dates. 
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Disclaimer:
The purpose of this Letter is to provide general information of the market and the house view of Quest Investment Advisors Pvt Ltd. to existing and prospective investors in a manner to assist them in understanding the
market and equity products. The Letter is purely for information purposes and should not be construed to be investment recommendation/advice or an offer or solicitation of an offer to buy/sell any securities. This letter
is for the personal information of the authorized recipient(s) and is not for public distribution and should not be reproduced or redistributed to any other person or in any form without prior permission of Quest
Investment Advisors Pvt Ltd. While reasonable endeavors have been made to present reliable data in the communication, but Quest PMS does not guarantee the accuracy or completeness of the data in the same. Quest
Investment Advisors Pvt Ltd or any of its connected persons including its subsidiaries or associates or partners or employees shall not be in any way responsible for any loss or damage that may arise to any person from
any inadvertent error in the information contained, views and opinions expressed in this Presentation. Past performance should not be taken as an indication or guarantee of future performance, and no representation
or warranty, express or implied, is made regarding future performance. Information, opinions and estimates contained in this Presentation reflect a judgment of its original date of publication by Quest Investment
Advisors Pvt Ltd and are subject to change without notice.

The performance comparison shown with peer strategies is just for illustration purpose and data has been taken from www.pmsbazaar.com and www.pms-aif.com which are available in public domain. The objective of
showing the performance is merely for the benefit of the investors to provide them transparent information of strategy performances and where does Quest strategies stand vis-à-vis industry peers.

This Letter is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication,
availability or use would be contrary to local law, regulation or which would subject Quest Investment Advisors Pvt Ltd and its affiliates to any registration or licensing requirement within such jurisdiction. The product
described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this Report/Presentation may come are required to inform themselves of and to
observe such restrictions.

This letter is qualified in its entirety by the Terms of Agreement and other related documents, copies of which will be provided to prospective investors. All investors must read the detailed Terms of Agreement including
the Risk Factors and consult their tax advisors, before making any investment decision/contribution to be managed under the Portfolio Management Services offered by Quest Investment Advisory Pvt Ltd.
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