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The Union Budget 2022 — unremarkable, but not unimportant
Dear Investor,

Today (1st February 2022) saw the Finance Minister present the annual Union Budget. Gone are the days when the
Budget used to be the most important economic event of the year, and when minute details of taxes on different items
used to be analysed for days on end.

This budget of today did no big bang announcements. But it is important that the broad roadmap announced in previous
policy measures over the last two years have been continued.

= Continued emphasis on infrastructure development. Big allocation increases have been made to development of
physical infrastructure in the Road, Railway, and urban infrastructure sectors, with a 35% jump in allocation to such
sectors in the next fiscal year.

= Focus on infrastructure development and job creation as the means to reducing poverty, rather than giving subsidies
and direct transfers in a bid to raise consumption.

These are the other highlights that we found important:

= We are gratified to see Revenue receipts rise by 27% (2021-22 compared to 2020-21), but revenue expenditure rise
only by 3% during the same period.

= Gross tax receipts have risen by 24% during the year, including direct tax collections showing a rise of 32% and Indirect
tax collections rise by 17%.

= Subsidies have fallen by 39% during the period and pay and allowances rose by 6%.

= (Capital expenditure grew by 41% during FY 2021-22, including investments in Road sector by 36% and Housing and
Urban infrastructure by a whopping 152%.

= The Finance Minister also announced (not as a part of the formal Budget speech) that the collections under the Goods
and Services Tax (GST) for the month of January 2022 was Rs.141000 crores, the highest ever.

We find these points to be important indicators. The government has chosen to tread the path of creating jobs through
infrastructure projects, rather than giving fiscal sops to the needy. Fiscal sops were given during the pandemic period,
but it is encouraging to see the government push for capital formation projects.

India announced the launch of its own digital currency, which is amongst the first in the world by a government.

We are happy with the announcement of modernization of technology in post offices through implementation of core
banking software that links the post offices to the banking system seamlessly. This would bring lakhs of small savers who
use post offices for their savings into the fold of further financial inclusion.

Another remarkable feature (which sadly did not get the publicity it deserved in the media) was the announcement of
the establishment of Unique Identity Numbers for each land plot (like the Aadhaar for individuals). This would go a long
way in bringing in transparency in land records, which have been notoriously non-transparent for too long.

The extension of the Emergency Credit Line Guarantee Scheme by another year would be beneficial to the Micro, Small
and Medium Enterprises (MSMEs) that were among the worst-affected sectors during the pandemic.

Rs.525000 crores is the allocation to the Defence ministry in the next fiscal, and it has been announced that 68% of the
capital expenditure by the Defence ministry would be towards indigenous procurement. This is a crucial step forward in
helping the domestic defence manufacturers.
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There is continued focus on the North-eastern part of the country. This, coupled with the increased focus on oilseed
production, and production of traditional foods such as millets, would hopefully bring greater economic prosperity to the
region.

Rs.2.37 lakh crores have been earmarked for Minimum Support Price (MSP) for wheat and paddy farmers, an obvious
palliative for the farming community that has been outraged lately over the proposed and now abandoned farm laws.

Other adjustments in taxes announced were the reduction of surcharge on Capital gains taxes, and the announcement
of 30% tax on the profits on sale of digital assets.

Reductions in personal income tax rates did not come this year. It was too much to expect at a period when the country
is just trying to get back to normalcy after a devastating pandemic. No increases in tax rates is good news, we guess.

Speaking about your portfolio, this Budget changes nothing about the way your portfolio is managed. We would continue
to focus on strong businesses and buy them when they are not exorbitantly expensive. Some companies that would see
the benefit from the effects of this budget are:

= Larsen & Toubro would be an obvious beneficiary of the massive push to infrastructure and urban development

= Companies such as Rites should benefit from increased capital expenditure on the Railways and railway
modernization.

= Container Corporation would be an important player in the creation of multimodal logistics parks and farmer-specific
logistics efforts announced in the budget’

= We expect a good increase in financial inclusion amongst segments of the population that are still outside the formal
banking system. With Non-banking Finance Companies (NBFCs), Housing Finance Companies (HFCs) and post offices
providing this service and the latter getting integrated with the banking system, the scope for core banking solutions,
and therefore for companies like Oracle would be good.

= |ndirectly, companies such as HDFC, HDFC Bank and SBI should benefit from the thrust on increased focus on housing,
and on financial inclusion.

= The improvement of road infrastructure is good news for the two auto parts companies in the portfolio — Bosch and
Wabco.

=  We expect that the thrust on battery exchanges would eventually benefit companies such as Exide Industries.

Overall, we like the thrust and focus on job creation through capital investment projects, rather than focus on fiscal sops
and freebies.

With Warm Regards,

Yours sincerely,

(E A Sundaram)
Chief Investment Officer and Portfolio Manager

Page 2



O3capital

Top 10 Holding of 03 Core Value Investment Approach - Overweight / Underweight of Regular Model Portfolio
Regular Option as on 31% January 2022 Compared to Nifty 500 as on 31t January 2022
Name GICS Sector Weight Underweight  Overweight
ITC Consumer Staples 6.81% Industrials I 15.62%
HDFC Ltd Financials 4.73% Consumer Staples I 10.16%
HDFC Bank Financials 4.64% Consumer Discretionary N 6.54%
Sanofi India Health Care 4.62% Health Care N 5.74%
Asian Paints Ltd Materials 4.44% Utilities 1 0.51%
Bosch Ltd Consumer Discretionary  4.43% Real Estate (0.89%) 1
Blue Dart Express Ltd Industrials 4.24% Communication Services (2.88%) .
Indraprastha Gas Ltd Utilities 4.21% Materials (6.98%)  —
Colgate-Palmolive (India) Consumer Staples 4.18% Energy (9.07%) E—
Larsen & Toubro Ltd Industrials 4.12% Information Technology  (10.39%) NEG—_—_

Financials  (11.37%) HEE—

46.42%

Investment Objective: The investment objective is to achieves capital appreciation through investment in a diversified portfolio of strong businesses, purchased at
reasonable valuation.

Regular Model Portfolio Details as on 31% January 2022 Regular Model Portfolio Composition as on 31° January 2022

Weighted Average ROCE 24.54% Large Cap 36.00%
Portfolio PE (1 year forward PE, Based on FY23) 25.98 Midcap 40.50%
Portfolio Dividend Yield 1.75% Small Cap 20.50%
Average Age of companies 62 Years | Cash 3.00%
= Large Cap: Market cap of the 100th company in the Nifty 500 (sorted by market cap in descending order)*
= Midcap: Market cap below 100t company to the market cap of the 250" company in the Nifty 500 (sorted by market cap in descending order)*
= Small Cap: Market cap lower than the 250" company in the Nifty 500 (sorted by market cap in descending order)*
*As on last working day i.e. 31°t January 2022

Regular Model Portfolio Composition as on 31st January 2022
Model Portfolio Overlap with Nifty 500 19.63% \ Model Portfolio Overlap with Nifty 50 22.00%

Consolidated Portfolio Performance of Consolidated Portfolio Performance of
03 Core Value Investment Approach Concentrated Option 03 Core Value Investment Approach Regular Option
31st January 2022 31st January 2022
26.93 32'02 .9 32.02
19.40 16.27 25.72 22.99 19.64
9.20 14.66 1°- 9.20 16.77 13.37
[] H =m
_——— —
163-0.50 . 17-0.50 ..
-1.63-C. -3.27 -1.10 -1.177% —2.15_1'10
1 Month 3 Months 6 Months 1 Year 2 Years Since 1 Month 3 Months 6 Months 1Year 2 Years Since
Inception Inception
H Portfolio ® Nifty 500 (15/04/2019) M Portfolio ® Nifty 500 (14/05/2019)

= Benchmark is Nifty 500, the portfolio is spread across different market capitalization, hence Nifty 500 is chosen as benchmark
= Since inception date stated is considered to be the date on which the first client investment was made under the investment approach

Disclaimer: Performance depicted is based on all the client portfolios existing as on such date, using Time Weighted Rate of Return (TWRR) of each client and then computing arithmetic average
for the overall strategy. Past performance is no guarantee of future returns. The above portfolio performance is after charging of expenses. The performance related information provided here
is not verified by SEBI nor has SEBI certified the accuracy or adequacy of the contents of this Document.

Disclaimers and risk factors: 03 Securities Private Limited is registered with SEBI as Portfolio Manager under SEBI (Portfolio Managers) Regulations, 1993. This Document is for information purpose only None
of the material on this document and/or on website is intended to be a recommendation to buy or sell any financial product including 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”). None of the material on this document and/or on website
is intended to be tax advice.

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. While 03 Securities Private
Limited shall endeavour to update on a reasonable basis the information disclosed here, 03 Securities Private Limited does not undertake to update such information to reflect the impact of circumstances or
events, including regulatory or compliance changes that arise after the date of these disclosures. Past Performance is not indicative of future returns.

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 03 Securities Core Value
Investment Approach Concentrated Option and/or Regular Option. This document may not be reproduced or redistributed to any other person. 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 has neither been approved nor disapproved by SEBI nor has SEBI certified the accuracy or adequacy of the contents of this Document. This document is not for public distribution.
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