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Dear Investor,

In this newsletter we wish to discuss some thoughts of a few important writers and thinkers who have played an 

important role in our thinking of risks, management of risks and how it influences various facets of our investment 

process and approach to portfolio building. A question which can come up is why we need to discuss risks and not 

some other facets of our investment process; in our opinion and process of investment; avoidance of risk of 

permanent impairment of capital is the primary responsibility in managing of funds. Risk management cannot be 

bifurcated from generating long-term returns.

The essence of investment management is the management of risks, not the management of returns.
— Benjamin Graham

If you incur a tiny probability of ruin as a “one-off” risk, survive it, then do it again (another “one-off” deal), 
you will eventually go bust with a probability of one hundred percent. Confusion arises because it may seem 
that if the “one-off” risk is reasonable, then an additional one is also reasonable. This can be quantified by 
recognizing that the probability of ruin approaches 1 as the number of exposures to individually small risks, 
say one in ten thousand, increases.

— Skin in the Game Nassim Nicholas Taleb.

Long ago, Ben Graham taught me that ‘Price is what you pay; value is what you get.’ Whether we’re talking 
about socks or stocks, I like buying quality merchandise when it is marked down.

— Warren E Buffett

We understand that the money which our clients have given us, with trust on us, is important for their future 

well-being. Hence, we remain extremely vigilant about the risks we take in the portfolio and remain conscious of 

the fact that we don’t take any large position where there is serious risk of permanent impairment of capital. From 

our observation the main areas where risk of capital emanates are by buying companies with poor corporate 

governance, high debt, over paying for the future potential growth and companies having weak business models 

or competitive positions.

There have been times when clients have come up and told that we should not be too dogmatic about quality, 

valuation, play momentum and have higher concentration in the portfolio. But our opinion is if we start taking a 

risk of capital loss in a company that may not happen in the first time but if we keep on playing the same game 

again and again, eventually at some point of time the risks will materialize and can result in significant erosion of 

the capital. It is something like what is happening in the finance industry today in India where management of 

some of the financial institutions kept on taking larger and larger risks while giving loans; as those loans were 

higher yielding and hence were higher margin business and everybody kept on growing the proportion of these high 

risk loans as it seemed more profitable and market was also rewarding these institutions but eventually the tide 

turned and liquidity dried up for such financial institutions, leading to some shutting down. The cycle will again 

reverse and good time for financial institutions will come but if you don’t survive the downturn, then what good 

can be the eventual upturn for you? In a nutshell long term investing is first about surviving the long term waiting 

patiently for your turn to get bargain opportunities which will create long term wealth.

Why do we have diversified portfolio and not very concentrated positions in the portfolio?

There are multiple reasons for not having too concentrated portfolios both in terms of stocks, themes and sectors. 

The future is uncertain - whatever we do can and will get it wrong at times. Sometimes it may happen that the  

story took longer to pan than we estimated or we made a mistake in understanding the business, or the business 

environment deteriorated after we purchased the stock, or something happened which was completely unthought 

of. For example, we have been holding DCB Bank and Federal Bank in the portfolio which have equally good 

business models, but the returns have been much better in the case of DCB. Another example is Great Eastern 

Shipping where it is taking far more time for the up cycle than we thought of. Had it been an extremely high 

weightage stock in the portfolio, it would have given an extreme pain. Third example is we bought Sanofi and 

Abbott simultaneously in the portfolio, both looked equally good at the time of investment but we made much 



higher returns in Abbott than Sanofi. These things have happened in past and we believe similar situations will 

also repeat in future and hence diversification as a part of risk mitigation strategy is important.

That’s what diversification is for. It’s an explicit recognition of ignorance. And I view diversification not only 
as a survival strategy but as an aggressive strategy, because the next windfall might come from a surprising 
place. I want to make sure I’m exposed to it.

— Peter Bernstein

The riskiest moment is when you’re right. That’s when you’re in the most trouble, because you tend to 
overstay the good decisions. Once you’ve been right for long enough, you don’t even consider reducing your 
winning positions. They feel so good, you can’t even face that. As incredible as it sounds, that makes you 
comfortable with not being diversified. So, in many ways, it’s better not to be so right.

— Peter Bernstein

Can you manage yourself in a bubble, and can you manage yourself on the other side? It’s very easy to say 
yes when you haven’t been there. But it’s very hot in that oven. And can you save your ego, as well as your 
wealth? I think I might have just said something important. Your wealth is like your children — the primary 
link between your present and the future. You should try to think about it in the same way. You want your 
children to have freedom but you also want them to be good people who can take care of themselves. You 
don’t want to blow it, because you don’t get a second chance. When you invest, it’s not your wealth today, 
but it’s your future that you’re really managing.

— Peter Bernstein

“Why do we sell or reduce our positions when a stock is moving up?” The thought is weightage of the same 
company when bought at 10 times PE cannot be the same as at 20 times PE. In our experience when valuations 
are high, the risk of any negative event could be enormous. One thing of which we can be sure in life is shit will 
happen sooner or later and we need to continuously prepare ourselves in a manner that the impact of it is 
minimum on our portfolio. Also, in case of cyclical business we need to remember that PE will also mean revert 
and sometimes very quickly.

What are our thoughts about bubbles and overvaluations and how do we plan to manage the risks of it? Based on 
our historical experience and readings of history in most markets (commodities, real estate, equities, etc.) often 
times come when the price of the asset looses any relationship with the uncertain future earnings power of the 
asset. For example the bubble in commodity in 2005 to 2007 when investors were ready to pay for steel plants, 
power plants, etc. even before the construction work had begun and with an underlying assumption that margins 
will remain the same as they were at that point of time. What really happened in future was the prices of 
commodities collapsed and most plants got delayed or stuck at some approval stage or got some mining leases got 
cancelled and are bankrupt today. Another case is of generic pharmaceutical companies in 2013 to 2015. A large 
majority of generic pharma companies were trading at an extremely high valuations with an inherent assumption 
that the demand for pharmaceuticals will keep on increasing, hence these companies will keep on growing, and 
neglecting the fact that it was a highly regulated sector, with intense competition and prone to scientific 
innovations which made the future highly uncertain.

In the current time period we remain extremely cautious of perceived high quality stocks. In our opinion, in terms 
of valuations in the high quality space, we are in a zone where the risks of uncertain future (from our perspective 
future is always uncertain) are not being factored at all. Some of the questions which get asked are quality is 
always expensive and hence high quality stocks will always move up and if you had bought them at any price in 
last few years, you would have always made money. We have a serious difference of opinion on this, based on our 
historical experience and reading of history.

For the investor, a too-high purchase price for the stock of an excellent company can undo the effects of a 
subsequent decade of favorable business developments.

— Warren E Buffett

Portfolio changes

We have removed Prestige Estate Projects from the model portfolio because of higher debt on the balance sheet 
and availability of other better opportunities in the market. We have added Ashiana housing in place of Prestige 
Estate Projects. Ashiana is a North-based Real Estate player with major revenue coming from Residential Real 
Estate. In our opinion, the markets in the North have significantly corrected over the last few years and we believe 
it will start improving from hereon. We chose Ashiana because of good promoters, clean balance sheet and cheap 
valuations.

Yours Sincerely.
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The above holding represents top 15 holdings of PGIM India Phoenix Strategy based on all the client portfolios under PGIM India Phoenix Strategy existing  as on 
the date stated above, excluding any temporary cash investments. The above holdings do not represent the model portfolio being offered to the clients (including 
prospective clients) and hence it is possible that these stocks may not be part of the portfolios constructed for new clients. The above holdings are for illustration 
purpose only and it should not be considered as investment recommendation or analysis or advice or opinion from the Portfolio Manager on the above mentioned 
stocks. The above portfolio holdings are provided on an "as is" basis, and the Portfolio Manager makes no express or implied warranties or representations with 
respect to the accuracy, completeness, reliability, or fitness of the above portfolio holdings or any financial results you may achieve from their use. In no event shall 
the Portfolio Manager, its directors or employees or its affiliates have any liability relating to the use of the portfolio holdings.

Model Portfolio Details

Date of
Purchase

Equity Sector %

Large Cap: Market cap of the 100th company in the Nifty 500 
(sorted by market cap in descending order) as on October 31st, 
2019

Midcap: Market cap below 100th company to the market cap of 
the 250th company in the Nifty 500 (sorted by market cap in 
descending order) as on October 31st, 2019

Small Cap: Market cap lower than the 250th company in the nifty 
500 (sorted by market cap in descending order) as on October 
31st, 2019

PGIM INDIA PHOENIX STRATEGY 
KEY PORTFOLIO PERFORMANCE INDICATORS

Performance depicted as at the above stated date is based on all the client portfolios under PGIM India Phoenix Strategy existing as on such date, using Time 
Weighted Rate of Return (TWRR) of each client and then computing an arithmetic average for the overall strategy. Past performance may or may not be sustained 
in future.

Top 15 Holdings of PGIM India Phoenix Strategy
as on October 31st, 2019

Portfolio Details as on October 31st, 2019

Portfolio Composition as on October 31st, 2019

Aug-2016 Great Eastern Shipping  Shipping 6.32%
 Co Ltd 

Apr-2018 Mahanagar Gas Ltd LPG/CNG/PNG/
  LNG SUPPLIER 5.12%

Aug-2016 Federal Bank Ltd Banks 5.05%

Sep-2016 Oracle Financial  IT Services / Products 4.78%
 Services Software Ltd 

Aug-2016 JB Chemicals &  Pharmaceuticals 4.26%
 Pharmaceuticals Ltd 

Aug-2016 Ahluwalia Contracts  Cement Products 3.61%
 India Ltd 

Sep-2016 Apar Industries Ltd Power Equipment 3.59%

Mar-2018 Cummins India Ltd Engineering 3.50%

Sep-2016 D B Corp Ltd Printing And Publishing 3.46%

May-2019 Dhanuka Agritech Ltd Pesticides And 
  Agrochemicals 3.43%

Apr-2017 Hexaware Technologies  Computers - Software 3.40%
 Ltd 

Aug-2016 Oberoi Realty Ltd Residential/Commercial/
  Sez Project 3.37%

Mar-2019 Bajaj Consumer Care Ltd Personal Care 3.37%

Aug-2016 Sobha Ltd Residential/Commercial/
  Sez Project 3.23%

May-2018 Kirloskar Brothers Ltd Compressors / Pumps 3.14%

 Total  59.63%

Weighted average RoE 14.80%

Portfolio PE (1-year forward) (Based on FY 20) 14.91

Portfolio dividend yield 1.91%

Large Cap 8.25%

Mid Cap 18.50%

Small Cap 65.75%

Cash 8.00%
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Over/(Under) Performance to Nifty Midcap 100

Quarterly Over/(Under) Performance Cumulative Over/(Under) Performance
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Over/(Under) Performance to Nifty Smallcap 100

Quarterly Over/(Under) Performance Cumulative Over/(Under) Performance
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Important Disclosures regarding the consolidated portfolio performance: Performance depicted as at the above stated date is based on all the client portfolios 
under PGIM India Phoenix Strategy existing as on such date, using Time Weighted Rate of Return (TWRR) of each client and then computing an arithmetic 
average for the overall strategy. Past performance is no guarantee of future returns. The above portfolio performance is after charging of expenses (as depicted 
above). Return for period upto 1 year is absolute. Since inception date stated is considered to be the date on which the first client investment was made under 
the strategy. Please note that the actual performance for a client portfolio may vary due to factors such as expenses charged, timing of additional flows and 
redemption, individual client mandate, specific portfolio construction characteristics or other structural parameters. These factors may have impact on client 
portfolio performance and hence may vary significantly from the performance data depicted above. Neither the Portfolio Manager, nor its directors or 
employees shall in any way be liable for any variation noticed in the returns of individual client portfolios. The Portfolio Manager does not make any 
representation that any investor will or is likely to achieve profits or losses similar to those depicted above.

Investment objective of PGIM India Phoenix Strategy: The objective of the strategy is to generate capital appreciation over the long term by investing in a 
portfolio of equity of Indian companies 

Disclaimers and risk factors: PGIM India Asset Management Private Limited (erstwhile DHFL Pramerica Asset Managers Private Limited) is registered with 
SEBI as Portfolio Manager under SEBI (Portfolio Managers) Regulations, 1993. This Document is for information purpose only. This Document and the 
Information do not constitute a distribution, an endorsement, an investment advice, an offer to buy or sell or the solicitation of an offer to buy or sell any 
securities/ schemes or any other financial products/investment products (collectively “Products”) mentioned in this Document or an attempt to influence the 
opinion or behavior of the Investors/Recipients. Any use of the information contained herein for investment related decisions by the Investors/ Recipients is at 
their sole discretion & risk. Please read the Disclosure Document and the agreement along with the related documents carefully before investing. Investments 
in Products are subject to market risks, various micro and macro factors and forces affecting the capital markets and include price fluctuation risks. There is 
no assurance or guarantee/ warranty that the objectives of any of the Products will be achieved. The investments may not be suited to all categories of 
Investors/ Recipients. Investors/ Recipients must make their own investment decisions based on their own specific investment objectives, their financial 
position and using such independent professional advisors, as they believe necessary, before investing in such Products.

© 2019 Prudential Financial, Inc. (PFI) and its related entities. PFI of the United States is not affiliated with Prudential plc, a company incorporated in the 
United Kingdom. The PGIM logo and the Rock symbol are service marks of PFI and its related entities, registered in many jurisdictions worldwide.

This document is strictly confidential and meant for private & restricted circulation only and should not at any point of time be construed to be an invitation 
for subscribing to PGIM India Phoenix Strategy. The document is solely for the understanding of intended recipient and if you are not the intended recipient, 
you are hereby notified that any use, distribution, reproduction or any action taken or omitted to be taken in reliance upon the same is prohibited and may be 
unlawful.

This document is dated November 14, 2019. C150/2019-20

*Portfolio Turnover ratio for the period November 1st, 2018 to October 31st 2019

Period Portfolio Nifty Midcap 100 Nifty Smallcap 100

1 Month -0.76% 4.95% 2.71%

3 Months -2.36% 5.64% 4.05%

6 Months -9.67% -4.26% -11.17%

1 Year -7.04% -2.15% -5.24%

2 Year -6.77% -7.32% -18.04%

3 Year 2.13% 1.87% -4.03%

Since Inception Date 01/08/2016 3.83% 4.07% -1.76%

Portfolio Turnover Ratio* 13.88%

Consolidated Portfolio CY Performance of PGIM India Phoenix Strategy

CY Portfolio Performance Nifty Midcap 100 Nifty Smallcap 100

01-08-2016 to 31-12-2016 1.08 -2.85 -5.01

CY 2017 42.13 47.26 57.3

CY 2018 -12.72 -15.42 -29.08

CY 2019 till 31-10-2019 -9.13 -5.91 -10.92

01-08-2016 to 30-10-2019 3.83 4.07 -1.76

PGIM India Phoenix Strategy Portfolio Performance as on October 31st, 2019
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