
 

 
Investment Manager Selection Memo: 

Philosophy: 

 What is firm’s overall investment philosophy? 
 
Unifi believes that both micro (firm level) and macro risks are critical in determining 
outcomes. Unifi is essentially a value investor in growth businesses. Our thematic 
investment styles are designed around niche investment opportunities that exist in the 
Indian equity markets. The bedrock of our firm’s ethos is best represented by our 
commitment to Accountability and Continuity, both internal and external. We believe 
that the most important decision is the one made by an investor at the outset in 
choosing the asset class and the risk level. As his investment manager Unifi is committed 
to stick to the client’s mandate and deliver the best possible outcome while remaining 
vigilant on the underlying risks.  
  
 

 Has there been consistency in investment philosophy and strategy over time?  
 
Unifi capital over the past 12 years has remained a discretionary, long only India centric 
fund manager. The genesis of all our strategies has remained the following: 
 
1) Examining all forms of corporate events under a lens to identify potential value 

unlocking. Please note from the graph in annexure 1, the evolution of our 
investment strategies over the past decade. 

2) The search for value has focused our efforts in mid and smaller cap firms 
consistently. Given the poor coverage of mid and small cap firms, we were required 
to develop a strong in-house bottom up capability supported by rigorous culture of 
risk management. 

3) Most importantly our policy towards people has focused on backing passionate 
professionals, demonstrating patience and offering high degrees of freedom for 
innovation. We have never compromised on integrity or poor commitment. We 
support our best people with increasing stock ownership and variable 
compensation. Employee ownership was little under 50% in 2001; today it stands at 
over 85%. 

 

 What is the current investment strategy across asset classes for eg: equity, debt etc 
and how often it is revisited?  
 
Unifi practices several niche investment strategies to cater to varying risk categories. 
Each strategy is unique and at its core it is applied consistently, over time. The fund 
manager and his support team retain considerable flexibility at an application level in 



 

 
order to respond effectively to market forces. A brief note on the strategy is found 
annexure 2, 3, 4, 5, 6 and 7. 
 

 How is the function of research performed? In-house, or Outsourced? 

 For in-house research, how are analysts organized and how do they interact with fund 
managers?  
 
We have an In-house research team. In order to bring in better accountability and 
introduce a specific workflow process, the research department has been divided into 
different teams and each have been allocated specific responsibilities such as tracking 
specific sectors, companies and preparing reports. The teams would be individually 
accountable for the tasks assigned to them. 
 
To augment internal efforts and increase coverage and obtain second opinions, Unifi has 
evaluated multiple firms and has engaged two of them in Mumbai. These firms have 
(over 40 analysts), actively covering over 200 companies and all sectors. Unifi pays a 
monthly retainer to these firms for access to analysts and reports. Please refer annexure 
-8. 
 

Process: 
 

 What are the basic characteristics of the investment process? 
 
Please refer annexure 8 
 

 What is the method adopted for portfolio construction?  
 
Please refer annexure 2, 3, 4, 5, 6 and 7. 
  

 Are portfolios managed by teams or by individual fund managers?  
 
Portfolios are managed by individual fund managers, with the support of internal and 
outsourced analyst advice. The fund manager works closely with the Chief Investment 
Officer, discussing every buy and sell decision and obtaining his prior clearance. In 
addition the investment committee periodically reviews investment decision and 
provides broad guidance to managers and the chief investment officer. 
 

 What is the evaluation procedure to check on fund managers’ performance?  
 
Unifi has a monthly process of fund manager performance evaluation. On the 2nd 
Saturday of the month, the fund management committee (comprising of functional 



 

 
heads), reviews the detailed presentation made by all managers showing benchmark 
returns, transactions and strategy. Performance is reviewed under three time 
parameters. i.e.) From inception, YTD and for the month. Long term assessment of 
performance is typically the cumulative impressions gained from monthly reviews as 
well as the annual review in April. 
 
Event Arbitrage - The Fund manager review of alternate accounts benchmarks our 
performance with both an absolute targeted return of 15% as well as a relative target 
constructed using an 80:20 between a benchmark bond fund and the Sensex. 
 
Other Strategies - It is benchmarked with BSE Mid-Cap. While benchmarking is taken 
seriously, it is not the catalyst for the portfolio reallocation. Buy/ Sell decisions are 
driven by the investment philosophy of the scheme / style.  
 
While we can’t escape benchmarking needs, both internally as well as from customer 
perspective, we have higher tolerance for deviation from benchmarks in short term if it 
makes strong sense in achieving long term out performance. We don’t have rigid time 
limit for measurement of performance, we consider one complete market cycle for 
respective strategies to evaluate whether the risk assumed delivered proportionate 
returns.  
 

 How is security selection done? 
 
Essentially the universe of possible opportunities for each strategy that we offer is 

derived from an analysis of corporate events that relate directly to the strategic theme. 

For e.g. In our insider shadow fund, we begin by creating an universe of possible options 

by examining every insider purchase over the past one year. This information is then 

updated on a daily basis and forms a ready pool of ideas. 

 

For large-caps, which are widely covered, we rely on outside broker reports. We 
generally consider the analysis of at least three reputed brokerage firms before 
formulating our view on the company.  
 
For small and mid-cap companies, where qualitative coverage is low / non-existent, we 
conduct our own research. Our internal coverage typically means conducting company 
visits, meetings with management, participating in analyst conference calls, attending 
AGMs, preparation of spread sheet with financial estimates for at least two years 
forward and tracking company specific news featuring in print, visual media and 
communications to stock exchanges.  
 



 

 
 Are portfolios typically highly concentrated or highly diversified or is it scheme based         

approach? 
 
Our approach is based on the scheme. Concentration levels can vary widely. The 
fundamental principal is to use exposure level to maintain risk at the desired level. 
 

 Is there a system of risk management and control in place for e.g.: false trades?  
 
All trades done in a day are re-checked by the Chief Trader and if there are any trades 
that are incorrect or unauthorized they are transferred to a Business Error account of 
the Company after due authorization by the Compliance Officer and the Fund Manager. 
Reasons for the error are examined and systems strengthened. 
 
All payments relating to purchase of shares are made to Unifi Capital on a day to day 
basis based on the dues list received. Chances of non-payment/late payments are 
remote. 
 
Similarly, on sales, Unifi transfers money to the PMS clients Bank accounts based on the 
credit list generated from its back office. 

 

Performance: 

 Study the track record (last 5 years and specific market cycles) 

Please refer annexure 2, 3,4,5,6 and 7. 

 Understand measures for success 

Please refer annexure 2, 3,4,5,6 and 7 

 How has performance been relative to benchmark for this scheme/fund?  
 
Please refer annexure 2, 3, 4, 5, 6 and 7 

 

 Has performance been consistent? 
 
Please refer annexure 2, 3,4,5,6 and 7 

 How volatile have returns been? (during troubled times like 08 crisis) 
 
Unifi practices several niche investment strategies (to cater to varying risk categories), 
which have all performed exceptionally well as evidenced by their track record.  Event 



 

 
Arbitrage fund isn’t correlated to market, even during 2008 crisis. When the market 
dropped to -11.66%, we returned 3.63%. Please refer annexure 2, 3, 4, 5, 6 & 7.  

 

 Is performance consistent or has it been due to special, one-time factors.  
 

For each strategy Unifi indicates a specific benchmark at the outset. Such benchmarks 

are indices prepared by reputed third parties and are available online. However fund 

managers are evaluated by our client’s on two parameters: 

 

a) The performance of our fund versus the benchmark both in medium term and the 

long term. 

b) The risks (Standard Deviation) represent the volatility of our fund versus the 

volatility of the benchmark. 

  

In certain strategies such as event arbitrage, deep value @ deep discount (DVD), we 

take different approach because we seek to deliver different proposition to clients. For 

e.g. in DVD, we have specifically indicated that we don’t intend to benchmark for 2 to 3 

years. So that the fund manager is free to think out of the box and deliver significant 

outperformance. In event arbitrage, we place tremendous focus on capital preservation 

and consistent absolute returns. Over 10 years we have not suffered a single negative 

year beating our benchmark and delivered a Sharpe ratio of 0.64. 

The firm:  

 
 Is the firm independent? 

 
The firm is independent as it is 85% owned by working employees. We had 2 private 
equity firms owning 20% each when we began; Unifi bought back one fund at 5X in 5 
years and the second one at 7X in 9th year. As we have no material parentage or outside 
shareholders, we deliberately don’t focus on consistent revenue that would conflict with 
investor return. 

 
 If not, what is nature of its relationship with the parent company? 

  
Not applicable. 

 

 

 



 

 
 In case of an equity investment manager, whether the firm has any aligned broking 

business? If yes, whether it is carried out under a separate entity? 
 

The broking business is aligned for domestic business and overseas investor business is 
100% routed through one of the top 5 broking company. The brokerage business is not a 
separate profit function. The whole company derives 90% revenue from PMS and only 
10% in brokerage business. Our strategies are value oriented that require longer period 
of holding for value and hence our churn rates are relatively less. For example, the 
churn rates in Insider Shadow and DVD, 2 styles where we seek capital aggressively 
would have a churn ratio of 0.5 to 1, (The average period a stock is held is for a period of 
1 to 2 years). 

 
 What are current assets under management, categorized by product type?  

 
The current assets under management across discretionary/advisory and overseas is 
about Rs.530 Cr (values change on daily basis due to price changes) from about 410 
distinct customer relationships. As we practice open architecture wherein 
assets/transactions take place in client accounts, when a client has multiple styles we 
have one platform but style wise MIS and hence clear style wise segregation changes 
from time to time. Our top three strategies in AUM terms are Event Arbitrage, Insider 
Shadow Fund and Sector Trend. We are aggressively building newer assets in Insider 
Shadow Fund and DVD and hence would expect change in AUM pecking order. 
 
 

 What are recent growth trends? 
 
We resisted our temptation to grow in “Good years 2005-08” through team and branch 
expansion. We began expanding our presence in newer markets since 2011. On a 
customer base of 400 acquired over the last 11 years, we have 40+ relationships in the 
last six months alone. We will be aggressive in seeking capital as long as valuations 
remain attractive as they are now and resist the temptation to grow when sentiment 
becomes bullish, that always coincides with expensive valuations for a value investor. 

 
 Is the client base stable? How much folio’s gained or lost recently or during specific 

market cycles?  
 
Our customer attrition rate has been in single digits over a long period aided largely by 2 
factors. One is employee continuity and second is direct selling. Employee continuity is 
by careful selection of client facing RMs who has been with the firm for 5+ years and 
their compensation is not a direct factor of AUM acquired. We encourage direct selling 
and selling through family offices whose accountability is first to the client. Since we do 
not charge entry/exit loads and take standard AMC in all products, a typical distribution 



 

 
firm finds it less attractive to sell Unifi’s PMS as compared to other PMS or any equity 
products. Please refer annexure 9. 
 

 Is the firm or its principals involved in any past or ongoing litigation or investigations? 
 
No. Our license for fund management has been renewed thrice by the regulators and 
we haven’t had any customer complaints to regulators so far. 

 
 Is the firm financially strong? 

 
The firm’s financial strength is as evidenced by its ability to buyback outside 
shareholders at 7X their entry. Our book values have grown 14X in the last 11 years. 
While carried interest forms major part of our revenue, our aversion to grow 
aggressively has kept our operating costs under control in all periods and prudent 
investments of reserves helps in volatile years. We have no debt and absolute free cash 
of around Rs. 200 million.  

 
 Are there any potential conflicts of interest? 

 
We have laid strong internal rules and regulations and stringently follow at employee’s 
level as well as at organization to remove rooms for potential conflict with business 
interests of investor clients. The organization invests in debt instruments of mutual 
funds and investments other than them must be only in pooled vehicles where we could 
co invest along with investor clients. Every employee is required to adhere to clear 
“Code of Conduct”. 

 

 Recent material developments 
Unifi Alternative Investment Fund 
 
Investment objective 
 
The objective of the fund is to generate consistent absolute returns higher than 
conventional fixed income instruments.  
 
This fund would primarily employ the following strategies with a capability to use 
permitted leverage and derivatives on an opportunistic basis. It would not have any 
segment bias and would consider equity as well as debt investment opportunities across 
all sectors subject to extant regulations. 
  
Event Arbitrage Identification of low risk-moderate gain opportunities in the capital 
markets thrown up by market events, behavior and regulation. Such opportunities arise 



 

 
from corporate events like mergers, acquisition, buyback of shares and regulation 
triggered open offers for acquisition of shares from public shareholders. 
  
Convertible Bonds & Arbitrage Investments in rupee or dollar denominated Convertible 
Bonds / Debentures issued by Indian companies with good credit standing. A well-
constructed portfolio of Convertibles can deliver attractive yields especially when held 
till maturity. The yields could further improve if they can be converted into Equity on 
the stipulated date at a discount to the market price at that point. Our focus would be 
to invest in convertible papers of select creditworthy companies to capture appealing 
YTMs and the potential equity advantage without detracting from the basic objective of 
capital safety. 
  
Structured High Yield Debt Investments in high yield debt instruments ranging from pure 
interest bearing bonds to innovative and varied type of debt instruments including 
asset-backed securitized instruments. The returns from this strategy arise on account of 
periodical coupon accruals as well as capital gains. Credit and credibility assessment of 
counter parties, collaterals, structures as well as intermediaries involved will carried out 
rigorously before getting into any opportunity. 
 
Selective Directional Trading Opportunistic position trading calls, on a highly selective 
basis, in permitted listed instruments with underlying’ such as equities and currencies.  

 
Structure 
 
Unifi AIF is a SEBI registered Category III Alternative Investment Fund incorporated in 
the form of a trust. It is a privately pooled investment vehicle with a defined investment 
policy and is supervised by independent trustees. IL&FS Trust Co.Ltd handle the custody 
and settlement on behalf of the trust 

 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 
 

ANNEXURE-1 
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 
 

Annexure-2 
 

Event Arbitrage Fund 
  
Objective 
 
Generate stable absolute returns that are consistently superior to fixed income 
instruments by identification and quick execution of low risk – moderate gain event 
arbitrage opportunities arising in the equity markets from time to time. The prime focus 
is to achieve the desired returns by building a portfolio with relatively low volatility than 
the benchmark indices to ensure capital preservation across market cycles.  
 
Strategy 
Invest in a basket of stocks with underlying arbitrage opportunities driven by corporate 
events like mergers, acquisition, initial public offers, buyback of shares, regulation 
triggered / voluntary open offers made to the public by controlling shareholders etc.  
Typically, arbitrage opportunities emerge in such cases due to the perceived discount in 
the pre-event market price in relation to the open offer / post-event price, occurring 
largely due to asymmetric information distribution, difference in investment objectives 
and expectation amongst investors.  Temporary inefficiencies in the market providing 
access to robust companies with exceptionally high dividend yields and moderate 
capital gain opportunities are also circumspectly considered. 
 
Portfolio Structure 
Investments are balanced among the opportunities that are selected. Typically, 
exposure to any event will usually be not less than 2.5% and not more than 25% of a 
portfolio. Also, exposure to an event is restricted to 10% of its potential 
opportunity/offer size. Investment allocation towards selected opportunities is gradually 
increased over a period of time in line with our improved understanding of the event 
and also to mitigate the impact cost of build-up. Sufficient liquidity in the underlying 
stock, credible management and the risk-reward balance are key requirements for any 
opportunity. Event specific hedging / leverage are also selectively considered to lock-in 
gains / generate higher returns.  
 



 

 

 
 

 
 

 
 
 
 
 



 

 
Event Arbitrage Fund Returns 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Annexure-3 

Delisting Fund 

Objective 

Several multinational companies which listed their Indian subsidiaries during the 1970s to 

comply with the then GOI rules have been seeking to delist. The SEBI (Delisting of Equity Shares 

Regulation of 2009) brought in much greater clarity in the delisting process and effectively 

shifted the balance of power in favor of minority share holders. 

The Delisting Fund sought to achieve attractive absolute rate of return by investing in companies 

that have a high likelihood of delisting.  The price discovered in the delisting process invariably 

offered a substantial premium over the then prevailing market price.  

Strategy 

The fund built a portfolio of 10-12 companies from an universe of about 40, that have a high 

probability of delisting, without compromising on the fundamentals and valuations. We ran 

several filters that examined their technology/product and market position versus the sector, 

financial strength, return ratios, management’s track record and valuations.  

Portfolio Structure 

The fund invested into a diversified portfolio of 5-10 companies. Not more than 40% was 

invested in one sector and single stock investment was capped at 20% of the portfolio. Market 

capitalization of 100Cr was considered as a minimum threshold limit for stock selection. Most, if 

not all of the exits, were through the market to derive maximum tax advantage. Use of 

Derivates was provisioned to hedge the portfolio without exposing the fund to any leverage. 

 



 

 

 

Delisting Fund Returns 

 

 

 

 

 

 

 

 

 

 



 

 

Annexure-4 

Insider Shadow Fund  

Objective 

Generate superior risk adjusted returns, in relation to the broad market, by investing in 

fundamentally sound companies where the promoters’ have acquired additional shares 

at market prices or companies that have repurchased their own shares. Typically, such 

an action by a company or a controlling shareholder demonstrates their conviction that 

the company’s growth prospects or inherent value has not been captured in its stock 

price at that point. 

Strategy 

The strategy is to create and update (on a daily basis), a universe of companies where 

the promoter is increasing his stake -At market prices either through creeping 

acquisitions or buyback route, where complete disclosures of stock purchases have 

been made to the exchanges, and that seem to be motivated either by an undervalued 

stock price or an impending improvement in business prospects that are still to be 

reflected in the market price 

From this universe the fund cherry picks for investment, firms using a bottom-up 

fundamental evaluation validated by the fund manager having a positive view of the 

sector in which the firm operates. An emphasis is placed on companies whose 

promoters have increased their stake in the recent past & where the current market 

price is trading a discount or at an acceptable premium to the price at which the 

promoter increased his stake. The extent of financial outlay by the promoter or 

company has to be meaningful in relation to the size of the firm. 

Portfolio Structure 

The fund intends to keep investments balanced among companies, but may significantly 

vary exposure to companies as situations evolve. Typically, the fund will hold about 20 

positions ranging from 2.5% to 10% of the portfolio, with a median of 5%.  

 

 



 

 

 

 

Insider Shadow Fund Returns 

 

 



 

 

Annexure-5 

Sector Trends- Large Cap Fund  

Background  

History emphasizes that only a few sectors drive market performances at any given 

point in time. Thus, an investment in the right sector at the right time is a definitive 

means of earning superior returns compared to the benchmark indices. As different 

economic events drive performance of different sectors at various points in time, the 

concept of this style is to side with companies that are at the positive end of a business 

cycle and avoid companies that are at the unfavourable end of the business cycle. 

Strategy 

In short, the strategy will be to avoid Underweight sectors that are at the moment 

defensive and/or underperforming and be over weight on sectors that are expected to 

see favourable near term tail winds. The investment strategy will be to manage 

differential sector exposure levels to constituents of BSE 200, relative to the Sensex. 

Alpha will be generated by maintaining an overweight stance on sectors expected to 

lead the market   and by going under weight/ avoiding sectors that are expected to lag 

the market. The benchmark for performance evaluation is BSE 30 and universe for 

investment in BSE 200 

Portfolio Structure 

65-80% of the portfolio will be invested in Top-5 sectors of BSE- 30 and the remaining 

will be invested in bottom up ideas from BSE 200; all sectors participating in India’s 

growth is represented in BSE 200. The average market cap of companies in BSE 200 is 

US$4.7 bn. and the median market cap is US$2 bn. Our Universe will mostly be limited 

to BSE 200. BSE 200 companies consist of front line leaders in their respective industries 

and are companies that have the best operating levers, financial metrics and 

governance norms to perform. Among the BSE 200, BSE 30 stocks (Sensex) will likely 

have a majority of the exposure. 



 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Annexure-6 

Special Opportunities Fund 

Objective 

Generate medium to long-term growth of capital by making concentrated investments 

in 5 or 6 ideas; the fund seeks to harness the powerful combination of visible growth 

and attractive valuations of a few thoroughly researched opportunities in listed Equities.  

Strategy 

The fund will adopt a bottom-up approach and select a limited number of companies, 

typically mid-caps, and take concentrated exposures with a 2 to 3 year horizon. The 

Special Opportunities Fund will look to invest in the common listed stocks, securities 

convertible into common stocks, rights and warrants of companies that offer ‘special 

opportunities’. For example: Small & medium size companies that have poor stock 

market liquidity but offer attractive valuations, companies that are participating in 

structural shifts, and, companies in the midst of turnaround situations.  While focusing 

on  a buy and hold strategy, the  portfolio manager may engage in selling when the 

valuations become too demanding in  the face of reasonable growth prospects in the 

long run. 

Portfolio Structure 

Typically, each company will constitute not less than 10% and not more than 20% of the 

total assets of the fund. Single sectors will have a maximum weight of 40% of the 

portfolio. The Special Opportunities fund may decide to hedge using derivatives in a 

limited manner, typically to preserve portfolio gains. However, the fund does not 

propose to use leverage. 



 

 

 

 

 

 

 

 

 



 

 

Annexure-7 

Deep Value @ Discount Fund 

Objective 

The Fund seeks to achieve above-average returns with below-average risk. The market’s 

current focus is on short-term issues, rather than on a long-term structural shift. Today’s 

valuations allow for exceptional returns along with substantial downside protection. The 

Fund aims to double investors’ capital in 36 months or less. 

Philosophy 

 Focus on absolute returns. 

 Intrinsic value is not a single, precise number. Rather, it is a range. 

 Buy at a discount to intrinsic value, conservatively calculated. 

 Look for situations where the market is not only ignoring the future, but also a bit of 

the present. 

 The combination of both a bargain price at the time of purchase and the value add 

from retained earnings over the holding period will contribute to investment 

returns. 

 Aim to be rational, not merely contrarian. 

 Cheap price in relation to value is often the single biggest catalyst.  

Strategy  

The fund as the name suggests concentrates on identifying Deep Value buys (within a 

market cap range of Rs 2000- 10000 million) that arise out of situations such as: Pockets 

of cyclical pessimism towards the industry or the company, Valuation mismatch that 

arise from  de-mergers of disparate divisions into companies, Compulsions of large 

institutional investors causing value buying  opportunities While we track the 

performance of our firms actively, the fund will hold a very passive, concentrated 

portfolio of 8-10 stocks with virtually no trading.  

 



 

 
Structure and Fees 

The Fund will operate on the PMS platform where the investor’s assets will remain 

either in cash with a bank/liquid fund (pending deployment), or in the form of stock 

with CDSL. In either case, the assets will be under the investor’s name. The fund would 

remain open ended, but the expected time frame to realize the full value of the 

investment is about 36 months. Capital would be returned to the investor either when 

the portfolio doubles or at the completion of 36 months, whichever is earlier. A salient 

feature of the fund is that we will charge NIL Management fee. Unifi will align its 

interest with the client through a performance incentive fee i.e.  A profit share of 1/3rd 

on profits earned over an absolute hurdle rate of 40%. 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Annexure-8 

 Investment Process note 

Process note for tracking a sector 

 

The analyst must begin his/her tracking of the sector by following the process detailed 

below. 

Step 1: Understanding the industry dynamics 

 

To understand the industry dynamics like global/ domestic capacity, capacity addition 
plans, trends in demand and supply, inventory levels, production forecasts etc.  One 
should also understand the sub-segments in the industry that has been tracked.  For 
example, analyst tracking the power sector should understand the sub-sectors and 
relationship between the sub-sectors like generation, transmission; distribution etc. To 
achieve this goal the analyst is expected to read all the recent/ detailed sell side 
research reports. It is also advisable to refer to industry websites, publications and 
Bloomberg data. 

 
Building one-to-one relationship with heads of industry associations and industry 
players are a must. 

 

Step 2: Preparation of the spreadsheet 

After the initial reading exercise the analyst must begin to prepare a spreadsheet that 

will contain the following information 

Sheet 1: Porters analysis of the industry- A brief analysis of the industry based on 

Porters 5 forces model, as mentioned below. 

a) Threat from new entrants 
b) Threat of substitutes 
c) Competition within the industry 
d) Bargaining power of suppliers 
e) Bargaining power of customers 

 



 

 
Sheet 2: Identifying, recording and reviewing drivers for the industry by drawing 

clarity from Sheet 1.  Different industries will have different drivers (for e.g.: the driver 

for the sugar industry may be an escalation in sugar prices.  But we need to clearly 

record the reason for expected increase in sugar prices. For the fertilizer industry, the 

driver could be change in government policies).  Triggers identified by the analyst have 

to be vetted by the Head of Research and these triggers should be reviewed on-line.  

Worst case, triggers need to be re-visited and validated at least once in a month. All 

major news announcements pertaining to the industry to be recorded in the sheet.  

Sheet 3: Financial parameters- the universe of stocks pertaining to the industry is to be 

selected from the BSE 500 list and from the proprietary portfolio list. The sheet will 

contain some of the key financial data, news, valuation parameters and background 

relating to the companies from the universe. Forward estimates (at least for the next 2 

years) for large caps will be the consensus estimates, sourced from Bloomberg, and for 

mid/ small cap will be the proprietary estimates.  As the valuation parameters differ 

from industry to industry, the analyst will take input from Head of Research and CIO to 

arrive at the valuation parameters for various industries. All the major news 

announcements pertaining to the specific companies should be recorded under 

respective companies as pop-up comments. 

Process note for tracking a company 

 

Sector allocation: It has been decided to track all the companies in the BSE500.  In other 

words, we will be covering almost all the major sectors.  The sectors have been classified 

into primary and secondary based on the portfolio exposure and research outlook. The 

primary sectors would include those in which we have exposure and those that we 

believe is worth tracking closely or worth investing. Secondary sectors would include 

those, which we believe are currently dormant, and might have significance in future.  

Company specific:  Sometimes, the analyst would also be responsible for some 

individual unique companies outside allocated sectors. They would be involved in 

preparing comprehensive financial analysis of these interested companies based on in-

house valuation models.  

Tracking:  Understand the history of the company by reading last four years “Annual 

Report”.  Annual Report means Directors’ Report, MDA and Notes on Accounts and 

finally Numbers.  Understand the ups and/or downs in the business.  Know the 



 

 
strategies of the company.  Find out the strategy implementation skills of the 

management. Compulsorily read latest four quarters analyst concall transcripts.  If you 

can’t find the transcripts read the brokers report for the last four quarters.  Preferably, 

read divergent views about the company. (you may have one broker recommending 

‘buy’ call and another broker suggesting a ‘sell’ call…..read both). 

 

Tracking would also mean maintaining spreadsheets on all companies in the universe 

pertaining to each sector along with estimates for at least 2 years, participating in 

conference calls, meeting managements and reporting the same during internal 

meetings.  For companies which are tracked by large brokerage houses, preparation of 

spreadsheets with historical financial data will do and for estimates the analyst can rely 

on consensus estimates provided by Bloomberg.  

 

Each analyst will follow a set of valuation methodologies for companies they track. The 

parameters would be most appropriate ones for the sectors under his coverage. They 

are not meant to be static and would evolve dynamic through learning. Annexure 1 

provides an overview of the valuation methodologies for most of the sectors.    

 

Reporting: The client reports such as UNIFI India Fund monthly report would be the 

responsibility of the specified team members. They have to be prepared and sent to 

clients on a periodical basis. Mr. Sarath will vet all the reports that are sent by research 

department. 

The result update notes for the companies tracked by each respective analyst have to be 

prepared in our prescribed format and sent to everyone (including relationship 

managers) within three days of the announcement of the results. The analyst will also 

send a brief note on the results via email within the same day of the announcement of 

the result. 

Regular meetings: Presentation/ updates on at least one sector or a bottom up idea 

would be done by one/ all analysts once in a fortnight to the head of the research. Also 

any industry or company update would be discussed in the meetings. 

Mr. Saravanan will publish a schedule of the meeting and email it to everyone. He would 

give sufficient notice to all the analysts and would check with them before emailing out 

the schedule so that the analysts are well prepared. All the meetings should be crisp and 

clear and must not involve any kind of friendly chats. It is not necessary for all analysts 



 

 
to contribute in the meeting if he does not have an idea. He could update on the 

existing investments, if any.   

The research will also do a weekly meeting on Monday with the relationship managers 

and update them on companies/ sectors. They will also answer any specific queries 

raised by RM’s. 

Discussions before meeting management:  All the analysts should brief about the 

company that they propose to meet.  This briefing should happen at least a day before 

the proposed visit.  Both Mr. Sarath and Mr. Ravvi, or anyone of the two, will participate 

in this discussion.  

After the meeting with the management, the analyst will send an informal note, 

probably type a paragraph about the meeting and his view and this will be emailed to 

everyone within 24 hours of the meeting. The analyst will also brief about the meetings 

with the managements on the weekly/ fortnightly meet. This brief note will also find 

place in ‘industry tracking’ spread sheet. (Refer Industry tracking) 

Alternate investments: In the alternate segment, the dynamic list of open offers would 

be sent on a weekly basis on Saturdays. The company invests in Open Offers & IPOs, 

where it gets 15% of annualized returns. A worksheet consisting of details regarding 

background of the offer, schedules of the activities, share holding pattern of the target 

company, distribution of the shares, chart, financials is prepared by the team. 

Estimations are made regarding shareholders taking part in the offer. The lead manager 

is also contacted if necessary.  

In the case of IPOs the team will read about the business based on the available 

prospectus on the company including industry overview, business strategy, financials, 

peer comparisons etc. The team is also required to take part in the IPO meets conducted 

by the various companies. The respective team prepares a worksheet regarding 

estimates on returns on investment and once the IPO closes the subscription details are 

also updated. A brief note would be emailed to all if the analyst finds the company a 

good investment bet.  

Other updates: Daily updating - return calculations and sending it prior to market 

opening.                   

Metal updates and updates on other commodities.  



 

 
 Weekly updating - market data (Forex data- www.oanda.com, MSCI indices -  

www.mscibarra.com, metal prices - www.lme.co.uk, and FII trends- 

www.sebi.gov.in, domestic indices- www.bseindia.com) 

Process note for management meetings 

 

Pre visit 

Any analyst who intends to meet the management of a company must be well prepared 

and must have all his notes (including questions to be asked) ready before the meeting. 

The process to be followed in this respect is as follows: 

- Read thematic industry reports (a minimum of 2 reports) 

- Read last 3-4 years annual report 

- Check the volatility/ seasonality in earnings over a period of last 16 quarters and 

read conference transcripts pertaining to the same 

- Fill in the research checklist before the meet (the questions unanswered should be 

filled post meeting the management) 

- Analyze 3-4 years cash flow statements 

The analyst, prior to the meet, will also brief the research head about the company and 

discuss his questions. 

Pre – Investment Checklist for Mid and Small Cap Stocks 

 

This guidance note is expected to serve as a qualitative screener in conjunction to a 

fundamental evaluation of a stock.  

Approach and Methodology 

An analyst is expected to check for risks from the following grounds: 

a. Regulatory Risks: Past or present concerns from industry regulators should be 

investigated and kept in perspective. The issues may be applicable either at a firm 

level, or industry level. 

http://www.mscibarra.com/
http://www.lme.co.uk/
http://www.bseindia.com/


 

 
b. Political Risks: Affiliation or proximity to political parties must be documented. In 

this case, information will mostly by here say, but nevertheless, the same should be 

researched.  

c. Assurance Risks: This will include the following -  

a. Qualifications in Audit Report 

b. Have Accounting Standards been used against the spirit of the Standard?  

c. Quality of Financial disclosure in Website 

d. Corporate Governance Risks 

e. Have promoters been involved in past violations of good governance  

f. Size and reputation of the Statutory of the Auditor  

A detailed list of areas to be checked prior to making a call has been compiled in the 

Annexure to this document. However, the areas to be screened are just indicative and 

not limited to those mentioned in the annexure. Every analyst if required to compile a 

list of risks applicable to his/her industries/firms under coverage with the contents of 

the annexure being the minimum parameters that will be screened.  

The annexure should be ‘checked’ and filed prior to new investments.  

The key objective is to avoid mistakes than identify winners. 

 

Regulatory Issues Compliant Adverse Remarks 
      

 
  

 - History of negative dikats from concerned regulator? 
    

 
  

    
 

  
 - Environment Ministry Issues in the past and present? 
Investigate nature of problem 

    
 

  
    

 
  

 - Potential risk - militancy/ history of labour strikes 
    

 
  

    
 

  

 - Check list of Regulators applicable for respective sectors 
    

 
  

    
 

  

 - Any link to political parties 
    

 
  

    
 

  
 - Who are the Statutory Auditor? Take a call on size of audit 
firm relative to size of company 

    
 

  
    

 
  

 - Internal Auditors?     
 

  
     - Check for past Audit Qualifications     

 
  

     - Check for Auditors comment on Internal Controls     
 

  
      

 
  

 - Have Accounting Standards been used against the Spirit of 
the AS? 

    
 

  
    

 
  

 - Is there a clarity in Revenue recognition ?     
 

  



 

 
    

 
  

 - Quality of Financial disclosure on Website 
    

 
  

    
 

  

 - Past Governance Issues by company/promoter? 
    

 
  

    
 

  

Active Investor Relations? Access to management ? 
    

 
  

    
 

  

Composition of Independent Directors - % of board 
    

 
  

    
 

  
      

 
  

Company analysis - Qualitative         
      

 
  

How did the company grow? Organically or Acquisitions? Is it 
sustainable? 

    
 

  
    

 
  

What is the management’s background? (Emphasis on the 
integrity of the CEO and CFO) 

    
 

  
    

 
  

Have been change in CEO’s and CFO’s over the past 6-7 years.   
    

 
  

    
 

  

Promoter Holdings and Pledges 
    

 
  

    
 

  

Are they buying or selling their shareholdings? (ISF activity) 
    

 
  

    
 

  

Promoter's other business interests 

    
 

  

    
 

  

Non core business interests 
    

 
  

    
 

  

Related party transactions  
    

 
  

    
 

  
      

 
  

Company analysis - Quantitative         
      

 
  

Forex debt/ Forex policy (Sales/ Purchases) 
    

 
  

    
 

  

Historical financial performance volatility 
    

 
  

    
 

  

Cash flow analysis 
    

 
  

    
 

  
      

 
  

Stock market related         
      

 
  

Check Liquidity - check 4-5 yrs average 
    

 
  

    
 

  
New Listings - Refer annual report and review of merchant 
bankers 

    
 

  
    

 
  

Pledging of shares 
    

 
  

    
 

  
Historical stock price volatility vs. returns     

 
  



 

 
    

 
  

Quality of shareholders - check for movement in institutional 
holding 

    
 

  
        

      
Conclusion 

    Written Summary by Analyst 
    

     Please attach a note with the checklist if required… 
     

 

Process note for lead indicators 

  

The note below mentions the lead indicators for the primary sectors currently tracked 

and the process for updating on the same. 

Banking 

Lead Indicators: - Repo rates and economy credit growth 

Frequency of data: - Repo rates (Twice every quarter) and Credit growth (at the end of 
every financial year). 
Update: - Immediately post the RBI meet and credit growth data would be updated post 
announcement by RBI.  

 
Auto 
Lead Indicators: - Monthly sales volumes declared by respective auto manufacturers 
and compiled by SIAM. 
Frequency of data: - Company updates are available within 2-3 working days of every 
month beginning. SIAM report reaches us between 8-12th of every month. 
Update: - Immediately after the announcement of the sales data by companies. Also an 
update would be sent post reviewing the entire report from SIAM and present a 
summary table with remarks.  

 
IT 
Lead Indicators: - US index of services managers (new orders, business activity, 
employments, exports and imports). US Corporation earnings (PAT) 
Frequency of date: - All data expect for the US corporation earnings are available on a 
monthly basis. US corp. earnings are available at the end of every quarter. 
Update: - Monthly/ quarterly update.  

 
 



 

 
Capital Goods 
Lead Indicators: - IIP manufacturing and purchasing managers index (PMI)  
Frequency of date: - IIP data (second week of every month) and PMI data (at the 
beginning of every month). 
Update: - Immediately post the availability of data. An IIP template sheet would be 
prepared and sent out with estimates along with the actual.  

 
Metals 
Lead Indicators: - Copper and aluminum prices. 
Frequency of date: - On daily basis in LME. 
Update: - Will update on trends on a fortnightly basis. Prices are however monitored on 
a daily basis in the metal price update and any abnormal movement in prices will be 
immediately notified. 

 

 

Valuation methodologies – The key parameters for individual industries: 

CEMENT 

1. P/E 
2. EV/Ton 
3. EV/Ebidta 
4. ROE 
5. Cement monthly dispatches and pricing trends  

 

CONSTRUCTION 

1. P/E 
2. EV/Ebidta 
3. Margins (OPM) 
4. Order Book/Sales 
5. Growth in Order Book yoy 
6. DCF for BOT and real estate projects 
7. ROE 

 

 

REAL ESTATE 

1. Land Bank 



 

 
2. EV/ Square Feet 
3. DCF – premium/ discount to NAV (%) 

 

 

PHARMA 

1. P/E 
2. P/BV 
3. EV/Ebidta 
4. ROE 
5. ROCE 

 

AUTO 

1. P/E 
2. P/BV 
3. EV/Ebidta 
4. ROE 
5. ROCE 

 
BANKS/ FINANCIAL SERVICES 

1. P/ABV 
2. NIM 
3. ROE 
4. NPA  
5. P/E 

 

METALS 

1. EV/Ebidta 
2. ROE 
3. ROCE 
4. EV/Reserves 
5. Ebidta/ton 
6. OPM 

 

 



 

 
 

CAPITAL GOODS 

1. EV/Ebidta 
2. ROE 
3. ROCE 
4. OPM 
5. P/E 
6. Order Book/Sales 
7. Growth in Order Book yoy 

 

AGRI/ FERTILIZERS 

1. P/E 
 

OIL&GAS 

1. EV/Reserves 
2. Realization / unit 
3. DCF 
4. P/E 

 

 

RETAIL 

1. EV/ Square Feet 
2. Sales/ Square Feet 
3. Margins (OPM) 
4. ROE 
5. Footfalls growth 

 

HOTELS 

1. P/E 
2. EV/Ebitda 
3. EV/Room 
4. ROE 
5. Average Realisation/ Room 



 

 
 

SHIPBUILDING 

1. P/E 
2. EV/Ebidta 
3. Order Book/ Sales 
4. ROE 

 

 

MULTIPLEX 

1. EV/Ebidta 
2. Footfalls growth 
3. ROE 
4. EV/Screens 
5. Occupancy Rates 
6. ATP 
7. Entertainment tax/ Ticket Sales 

 

OFFSHORE CHARTERS 

1. NAV – premium/ discount to CMP (%) 
2. P/E 
3. ROE 
4. EV/Ebidta 

 

 

 

 

 

 

 

 

 

 



 

 
 

 

Annexure-9 

Client Attrition Rate 

 

 
Year  Attrition %  

2004-05 3%  

2005-06 4%  

2006-07 2%  

2007-08 1%  

2008-09 4%  

2009-10  1%  

2010-11  0.07%  


