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Why ICICI Prudential Portfolio Management Services
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ICICI Prudential Portfolio Management Services

ICICI Prudential Portfolio Management Services is a n investment 

vehicle which manages / advises assets of

� High Net-Worth Individuals

� Non-resident Indian

� Indian Corporate bodies

� Financial Institutions
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ICICI Prudential Portfolio Management Services

PMS is an investment vehicle which is 

� Sophisticated – High end product

� Personalized – Customization as required

� Exclusive – A premium status attached to it

� Provides high levels of customer service and intera ction



6

Why ICICI Prudential Portfolio Management Services

� Strong Parentage

� Large Scale of Operations 

� Established Track record:

� Widest range of product / service offerings

� Focus on continuous innovation

� Consistent Investment Management Performance

� Widespread geographical presence and large team ded icated 

to investor/distributor service
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Strong Parentage

ICICI Prudential is a joint venture between two lar ge financial 

institutions -

� ICICI Bank Limited

- Founded in 1955 through initiative of GOI, World B ank & Industry

- Institutional Finance, Commercial Banking, Investm ent  Banking,

Broking & Retail Finance

� Prudential Plc, UK

- Founded in 1848 ; over 150 years in business

- Insurance, Fund Management & Banking

- Assets under Management : Over GBP 251 Billion (31 st Dec ’06)

- More than 20 million customers and 23,000 employee s worldwide
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People & Processes

� People

� Experienced Investment Management Team

� The team has been strengthened to facilitate increa sed and 

distributor and investor interaction

� Presence at all important locations resulting in be tter distributor 

and customer service

� Processes

� Investment Management

� Distributor / Client Servicing
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Building Scale - People

Dec-01 Dec-02 Dec-03 Dec-04 Dec-05 Dec-06 Dec-07 Oct-08

Investment Management 2 3 4 5 8 12 14 12

Business Development 0 0 1 3 10 12 17 55

Operations 1 1 2 5 9 9 11 11

Total 3 4 7 13 27 33 42 78
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Processes – Client Servicing

� Superior Distributor and Investor Servicing & Trans parency

� Periodic interactions of PMS Relationship / Portfolio  Managers

� Financial summary comprising income statement, bala nce sheet, 

transaction details, etc.

� Annual audit of the portfolio

� Opinion from leading Tax consultants on investment related Tax issues

� Password protected interactive web-site providing d etails on the portfolio 

updated daily 

� Flexibility & Customization

� Wide range of portfolios to help meet the varied ne ed of clientele

� Customization can be incorporated at clients reques t
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Wide Range of Product Offerings across Asset Classe s

� Investment Expertise across Asset Classes

� Normally Experience in equity, derivatives and fixe d income

� Established track record

� Strong institutional research set-up

� Widest range of product offerings and inclination t owards 

continuous product innovation

����
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Investment Process

����
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Investment Team
� Equity

� Chief Investment Officer - CIO

� 3 Fund Managers for Equities 

� 1 Fund Manager for Derivatives & Fixed Income

� 2 Research Analyst

� 2 Dealers

� Real Estate

� Chief Investment Officer - CIO 

� Sr. Fund Manager – Real Estate Business

� Acquisition Manager - Real Estate Business

� Risk Manager - Real Estate Business

� Development Manager - Real Estate Business
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Investment Process

� 10 member Investment Committee including 4 Fund Man agers

� Experienced Investment Team

� Morning meetings to discuss news & events, present portfolio 

positions and prevailing market outlook

� Weekly strategy meetings to discuss portfolio strat egy, new 

research inputs etc.

� Strong internal risk control measures followed to c ontrol 

stock/sector concentration risk, liquidity risk etc .
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Investment Decision Making Process
� Daily morning meetings of the PMSIC 

� Includes investment decisions, key news & events, g lobal & 

domestic macroeconomic trends, sectoral & company s pecific 
news

� Impact of the same is discussed in relation to curr ent portfolios

� New stock ideas discussed and action to be taken 

� Fortnightly meetings of the PMSIC

� Strategic in nature

� Include discussions on market outlook, macro or sec toral themes,

longer term portfolio composition & direction, risk  controls etc.

� Monthly meetings of PMSIC and the Managing Director  

� Involve portfolio strategy, adherence to risk contr ol measures, 

return analysis and attribution
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Idea generation through mix of internal research an d broker inputs

Management contacts (combination of management meet ings, 
plant visits and/or conference calls), analyst meet ings & other 

background research

Basic earnings model created, post initial research , based on 
internal revenue and profitability forecasts. Same is closely 

monitored based on quarterly results and fundamenta l news flows

Periodic follow up meetings with management are und ertaken to 
re-evaluate earlier assumptions

Stock Selection for Equity Portfolios
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Stock Selection for Equity Portfolios

Earnings estimates inputted into an internal valuat ion screen

Valuation screen used extensively for studying abso lute 
valuations, valuations relative to sector, peer gro up, own history 

and market conditions

Purchase / Sale  decisions formulated based on key learnings from 
Valuation Screen 
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Risk Control Guidelines

� Sectoral Bets

� Normally sectoral weightages do not exceed the sect oral weightages of the 

S&P CNX Nifty by more than 10%.

� Stock Bets

� Individual stock concentration is limited to 10%.

� Cash Bets

� Individual The extent of the defensive position is a function of the market 

view at that point in time. The fund has historical ly never taken more than 

40% defensive position (i.e cash + hedge position).  

� This has been done by using a combination of cash c alls, or the use of 

derivatives (shorting of futures or buying put opti ons).
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Our Investment Team

Shahzad Madon – Executive Director & Head - PMS 

A management graduate, Shahzad started his career w ith ICICI 
Ltd in 1987, wherein he worked for a period of over  7 years as 
part of the market research & appraisal team. In 19 94, Shahzad 
joined ICICI AMC wherein he was part of the researc h and fund 
management functions. (In 1998, Prudential plc. ent ered into a 
(55:45) Joint Venture with ICICI Ltd. for the AMC b usiness)

Shahzad Madon joined ICICI Prudential AMC at the tim e of its 
inception in 1998 and has been in the business of f und 
management since then. During his career with ICICI Pru, 
Shahzad has held several key positions in the organ ization like 
Head of Equities and Head of Research. 

In 2000, ICICI Prudential AMC commenced its PMS busi ness. 
Shahzad Madon started the AMC PMS business and has bee n 
heading the same since then. Under his leadership t he PMS 
business of ICICIPru has rapidly grown in the last s ix years.
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Our Investment Team

Nirav Sheth – Senior Fund Manager

Comes with experience of 15 years spanning across 
companies, such as Indian Express, Anand Rathi Securi ties, 
Enam Securities & Lloyds Finance

Holds MBA from Symbiosis Institute, Pune & is also BE  from 
Shahha Engineering College, Pune

Was last associated with Brics Securities as Institu tional 
Head

Sachin Neema – Senior Fund Manager

Comes with a rich experience of 11 years spanning a cross 
companies like HDFC Securities, India Infoline, UTI , Prime 
Securities and Tata TD Waterhouse

MBA in Finance from Jamnalal Bajaj Institute of Managem ent 
Studies, is also a CFA from AIMR USA

Was last associated with India Infoline as Head of R esearch 
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Our Investment Team
Vijay Sarda - Fund Manager

Experience of over 6 years in functions encompassin g Equity 
Research, Institutional Equity Sales & Fund Manageme nt

Completed his B.Tech and MBA in Finance and Marketing 

Was last associated with UTI Asset Management Compan y 
Pvt. Ltd

Dwaipayan Ray - Fund Manager ( Structured Products )

Dwaipayan comes with an experience of 6 years in Equ ity 
Derivatives and Technical Analysis

Completed Mechanical Engineering from WB State Coun cil of 
Engineering & Technological Institution and holds c ertifications
on  Dealers Module, Derivatives Core Module & Commo dity 
Derivatives Module

Was last associated with JM Property Fund, handling  the Options 
Portfolio
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Our Investment Team

Sahil Shah - Research Analyst

Sahil comes with experience of 4 years spanning acro ss 
companies like Patni Computers Systems, Goldman Sach s & 
Co & Sage Capital Funds Management.

PGDBM in Finance from XLRI, Jamshedpur & also BE fro m 
VJTI, Mumbai.

Was last associated with Sage Capital Funds Manageme nt.

Sushant Kumar – Research Analyst

Sushant comes with experience of 6 years spanning ac ross 
companies like KRChoksey Shares & Securities, Bonanz a 
Portfolio Limited & FICCI.

MBA in Finance from ICFAI Business School.

Was last associated with KRChoksey Shares & Securiti es.
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Narayan V. Nimkar - Dealer

He has done B.A. From Wilson College, Mumbai and has  
Certifications in Derivatives, Capital Market and De aler 
modules by the National Stock Exchange of India.

He has been working as a dealer with PMS from March 2 004.

He has more than 10 years of dealing experience in dealing in 
the Indian markets

Anil Padwal - Dealer

He has done B. Com,  Masters in Financial Services 
Management, M.F.S.M. (ADMI - Mumbai University)

He has been working as a Dealer at PMS since the las t one 
year  

He has over 7 years of experience in research suppo rt and 
dealing

Our Investment Team
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Our Investment Team
Ajit Gaikwad – Senior Fund Manager - Real Estate

Has completed his MBA from SP Jain, Bombay and is a CFA

Has over 15 years of diverse experience in the fina ncial sector 
as a project finance leader, as a private equity in vestor & a 
corporate finance advisor

Was associated with Global Investment House, Kuwait  as 
Senior Financial Analyst & Assistant Vice President

Sanjoy Datta - Senior Development Manager

Has over 10 years of experience in the field of rea l estate 
project and development management

Masters in Building Engineering & Management from Sch ool 
of Planning & Architecture, Delhi & a graduate in A rchitecture 
from Jadavpur University, Kolkata 

Has a deep understanding of the functional relation ships in 
real estate development projects 
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Our Investment Team

Pradeep Khanna – Senior  Risk Manager

Has about 9 years of experience in the field of Cre dit, 
Corporate and Project Finance, Investment Banking &  Project 
Management areas across various sectors including Re al 
Estate and Construction in India and abroad

Has done Masters in Business Management from Indian 
Institute of Technology (I.I.T) Kharagpur and B.Tec h in Civil 
Engineering from National Institute of Technology ( N.I.T, 
formerly R.E.C) Warangal, India. 

Dharmesh Shah - Senior Manager - Real Estate 

Has about 10 ½ years of experience in K. Raheja Corp.  as 
Manager Legal & Company Secretary.

Has done his Masters in Commerce, is a Company Secr etary 
and Solicitor from Law Society of England & Wales..  
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Products / Services Offered
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ADVISORY ARANGEMENTS
WITH LARGE GOVT. ORGANISATIONS

DISCRETIONARY PORTFOLIO

FIXED INCOME

ARBITRAGE PRODUCT

ONLY OPTIONS PRODUCT

PRINCIPAL PROTECTED PORTFOLIO

EQUITY & REAL ESTATE PORTFOLIO

ABSOLUTE RETURNS DERIVATIVE
 STRATEGY PORTFOLIO

INDEX LINKED DEBENTURES

HYBRID STRUCTURED PRODUCTS

INSTITUTIONAL INVESTMENT
MANDATES

AGGRESSIVE PORTFOLIO

DIVIDEND YIELD PORTFOLIO

DEEP VALUE PORTFOLIO

ABSOLUTE RETURN PORTFOLIO

INFRASTRUCTURE PORTFOLIO

FOCUSSED 20 STOCK PORTFOLIO

FOCUSSED 10 STOCK PORTFOLIO

BUILD INDIA PORTFOLIO/
BUY INDIA PORTFOLIO

EQUITY

PRODUCTS /SERVICES

Products/Services Offered
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Risk-Return Profile of Equity Products/Services Off ered

EQUITY
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Description of our Products

� Equity portfolios 

� Aggressive Portfolio - diversified equity portfolio

� Dividend Yield Portfolio - equity portfolio that invests in stocks that are 

quoting at an attractive dividend yield

� Deep Value Portfolio - equity portfolio that invests in stocks that are 

significantly undervalued

� Infrastructure Portfolio - endeavors to generate capital appreciation by 

participating in infrastructure and infrastructure related sectors

� Absolute Returns Portfolio - endeavors to deliver positive absolute returns 

with lower volatility across all market conditions
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Description of our Products

� Equity portfolios 

� Focussed 20 Stock Portfolio - endeavors to generate capital appreciation 

by taking concentrated positions in stocks and sect ors 

� Focussed 10 Stock Portfolio - endeavors to generate capital appreciation 

by taking concentrated positions in stocks and sect ors
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Description of our Products

� Structured portfolios

� Absolute Return Portfolio Derivative Strategies – aim to generate absolute 

return, regardless of market condition
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Performance of PMS Equity Portfolios 
� Performance of PMS Equity Portfolio Since Inception

� Yearly Performance of PMS Equity Portfolio

*Past Performance may or may not be sustained in th e future .

Performance as on 31-Oct-08
Type of Portfolio Date of Inception

PMS Products S&P CNX Nifty PMS Products S&P CNX Nifty
PMS Aggressive 22-Dec-00 438.3% 203.3% 438.3% 132.3%
PMS Dividend Yield 20-Feb-03 275.7% 170.8% 275.7% 170.8%
PMS Deep Value 17-Jul-03 240.4% 150.5% 240.4% 150.5%
PMS Infrastructure 10-Aug-05 27.1% 22.3% 27.1% 22.3%
PMS Absolute Return 31-Mar-06 -24.8% -15.2% -24.8% -15.2%
PMS 20 stock 9-May-06 -12.3% -22.4% -12.3% -22.4%
PMS 10 stock 16-May-06 -14.3% -18.1% -14.3% -18.1%
* Compounded annual growth rate

CAGR %*Absolute Returns %

Product (Inception Date) 2008 2007 2006 2005 2004 2003 2002 2001
PMS Aggressive -57.99% 37.76% 33.01% 49.06% 28.34% 137.41% 32.31% 14.49%
PMS Dividend Yield -44.39% 42.60% 1.55% 25.41% 31.48% 182.97% NA NA
PMS Deep Value -66.52% 69.89% 27.88% 50.03% 46.92% 112.32% NA NA
PMS Infrastructure -63.02% 76.10% 45.30% 34.35% NA NA NA NA
PMS Absolute Return -51.83% 36.88% 14.08% NA NA NA NA NA
PMS 20 stock -58.76% 75.77% NA NA NA NA NA NA
PMS 10 stock -55.44% 74.26% NA NA NA NA NA NA
BSE 200 -56.87% 60.44% 39.83% 36.34% 10.68% 71.90% 3.25% -16.18%
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PMS Aggressive Portfolio

����
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Description of PMS - Aggressive Portfolio

Positioning

Investor Profile

� Portfolio that endeavors to generate absolute 

returns

� Medium to high risk appetite

� Investment horizon: 12 to 18 months
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Investment 
Philosophy / 
Methodology

Description of PMS - Aggressive Portfolio

� Investment primarily in large cap stocks, flexibili ty 

to invest in mid-cap/momentum stocks is retained 

Medium to high risk appetite

� Well diversified in terms of both stock and sectors

� Aggressive stock or sector positions may be taken 

at points in time

� In continued declining markets, active asset 

allocation (i.e. switching between equity, cash and  

derivatives) may be undertaken in an attempt to 

preserve the clients capital
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Performance: Aggressive Portfolio (Since Inception)

BSE 200 & Equity Portfolio re-based to 10, Performa nce as on 31-Oct-08

*Past Performance may or may not be sustained in th e future .
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Performance: Aggressive Portfolio

*Past Performance may or may not be sustained in th e future .



38

Performance: Aggressive Portfolio

���� *Past Performance may or may not be sustained in th e future .
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PMS Dividend Yield Portfolio

����
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Description of PMS – Dividend Yield Portfolio

Positioning

Investor Profile

� PMS Dividend Yield Portfolio endeavors to 

achieve growth in the clients portfolio through a 

combination of dividend income & capital 

appreciation 

� Medium risk appetite

� Investment horizon: 18 to 24 months
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Investment 
Philosophy / 
Methodology

Description of PMS - Dividend Yield Portfolio

� Portfolio will invest primarily in companies that a re quoting at an 

attractive dividend yield

� Decline in the share price for stocks increases the  yield, making 

investments even more attractive - limiting the down side on such 

stocks

� Quantitative & qualitative parameters will be consi dered in the 

investment decision

� Portfolio will comprise both large & mid cap compan ies with the 

endeavor to strike a balance between liquidity & th e potential for 

higher returns

� In continued declining markets, active asset alloca tion (i.e. 

switching between equity, cash and derivatives) may  be 

undertaken in an attempt to preserve the clients ca pital
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Dividend Yield Portfolio BSE 500
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Performance: Dividend Yield Portfolio (Since Incept ion)

BSE 200 & Equity Portfolio re-based to 10, Performa nce as on 31-Oct-08

*Past Performance may or may not be sustained in th e future .
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Performance: Dividend Yield Portfolio

���� *Past Performance may or may not be sustained in th e future .
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PMS Deep Value Portfolio

����
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Description of PMS – Deep Value Portfolio

Positioning

Investor Profile

� PMS Deep Value endeavors to generate capital 

gains over the long term, by investing in a 

diversified portfolio of undervalued stocks 

� Portfolio is suitable for investors with a medium 

to high risk appetite and an investment horizon of 

above 18 to 24 months 
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Investment 
Philosophy / 
Methodology

Description of PMS – Deep Value Portfolio

� Portfolio will invest in stocks that trade below ou r estimated 

fair value of the company

� The estimated fair value of a company may be judged  by 

various quantitative valuation parameters including , but not 

limited to, price/earnings, price/book, dividend yi eld, 

price/cash flow, replacement cost, sum-of-part valu ation etc

� Companies that are undervalued have the potential o f being 

re-rated as the markets begin to realize the extent  of their 

under-valuation

� In continued declining markets, active asset alloca tion (i.e. 

switching between equity, cash and derivatives) may  be 

undertaken in an attempt to preserve the clients ca pital
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Performance: Deep Value Portfolio (Since Inception)

BSE 500 & Equity Portfolio re-based to 10, Performa nce as on 31-Oct-08

*Past Performance may or may not be sustained in th e future .
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26% CAGR

19% CAGR
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Performance: Deep Value Portfolio

���� *Past Performance may or may not be sustained in th e future .
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PMS Infrastructure Portfolio

����
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Description of PMS – Infrastructure Portfolio

Positioning

Investor Profile

� To generate long-term capital appreciation by 

participating in infrastructure and infrastructure-

related sectors and businesses

� Medium to high risk appetite

� Investment horizon: 18 to 24 months
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Investment 
Philosophy / 
Methodology

Description of PMS – Infrastructure Portfolio

� Investments would be primarily into Infrastructure related 

businesses,  which could comprise of the following sectors:

� Capital Goods,Cement,Engineering,Construction,Real Estate

� Power, Oil and Gas, Metals, Minerals and Mining, Ir rigation, 

Telecom and Communication

� Infrastructure Finance & Banking, Transportation, e tc

� In continued declining markets, active asset alloca tion (i.e. 

switching between equity, cash and derivatives) may  be 

undertaken in an attempt to preserve the clients ca pital

� Currently the thematic portfolio is overweight on E ngineering / 

Manufacturing related sectors and underweight on Ban king 

and Utilities
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Performance: Infrastructure Portfolio (Since Incept ion)

BSE 500 & Equity Portfolio re-based to 10, Performa nce as on 31-Oct-08

*Past Performance may or may not be sustained in th e future .
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8% CAGR

3% CAGR
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Performance: Infrastructure Portfolio

���� *Past Performance may or may not be sustained in th e future .
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PMS Absolute Returns Portfolio

����
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Positioning

The Prudential ICICI PMS Absolute Return Portfolio endeavours to

deliver positive absolute returns with lower volati lity across all 

market conditions by investing in a combination of buy and sale 

positions

The Absolute Return Portfolio may be considered sui table for 

investors with a medium / high risk appetite and an  investment 

horizon of 18 to 24 months
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� While stock prices move both up and down, tradition al long-only Portfolio 

Managers can only earn returns through a rise in sto ck prices

� However, it is also possible to generate returns by  a fall in stock prices, by the 

sale of a stock whose price is expected to fall

� By having the flexibility to both buy and sell stoc ks, the Portfolio Manager can 

earn returns by both stock price appreciation and d epreciation, while reducing 

volatility

� While traditional equity funds generally earn sub-p ar / negative returns in bear 

markets, the Absolute Return portfolio can potentia lly generate returns in all 

market conditions by selling stocks that depreciate  in value

� A diversified portfolio with both buy and sale posi tions would generally have 

lower volatility than a traditional long-only equit y fund

Investment Philosophy
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Investment Methodology

� A long-term fundamental approach will be followed

� Buy stocks that are reasonably valued in relation t o earnings growth

� Sell stocks whose valuations appear to have run ahe ad of fundamentals

� Buy and sale positions will be based on stock views  and will generally 

not be an attempt to capture market direction or li nked to any 

particular mathematical formulae

� Focus will be on fundamental aspects such as long-t erm earnings 

potential, industry dynamics, competitive positioni ng etc. 

� Quantitative valuation tools such as price/earnings , price/book,

dividend yield, replacement costs etc. will be util ised

� Technical and qualitative indicators may also be ut ilised
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Investment Methodology

BUY POSITIONS

� Buy positions may be created by using cash equities , futures and / or options

� Both stock and index derivatives may be utilised

� The universe of stocks will include large and mid c ap companies

SALE POSITIONS

� Sale positions would be created by using futures an d / or options

� A sale position in a stock (created by selling stoc k futures/options) will 

generate positive returns if the stock price falls and negative returns if the 

stock price rises

� Both stock and index derivatives may be utilised

� The universe of stocks will be restricted to stock within the Futures & Options 

segment
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Investment Methodology

Portfolio’s net exposure (i.e. value of securities bought less value of securities 

sold) 

� Depends primarily on which stock opportunities (buy  or sale) appear more 

attractive at the point in time 

� At most points in time, net exposure will be close to market neutral with ratio 

of buy: sale varying in the range of 66%:33% or 33% :66%

� However, the flexibility to be 100% in buy or 100% in sale positions is retained

EXAMPLE

LONG POSITIONS SALE POSITIONS
Stock A 15% Stock V 10%
Stock B 10% Stock W 8%
Stock C 10% Stock X 7%
Stock D 9% Stock Y 5%
Stock E 8% Stock Z 5%
Stock F 8%
(A) Total Buy Positions 60% (B) Total Sale Positions 35%

Gross Exposure (A+B) 95%
Net Exposure (A-B) 25%
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Performance: Absolute Returns Portfolio (Since Ince ption)

Equity Portfolio re-based to 10, Performance as on 31-Oct-08

*Past Performance may or may not be sustained in th e future .
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Performance: Absolute Returns Portfolio

���� *Past Performance may or may not be sustained in th e future .
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Focussed 10 and 20 Stock Portfolio

����
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Description of PMS – Focussed 20 and 10 Stock Portfo lio

Positioning

Investor Profile

� Endeavours to generate capital appreciation by 

bottom up stock picking and diversifying 

optimally across stocks and sectors

� High risk appetite

� Investment horizon: 12 to 18 months
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Description of PMS – Focussed 20 and 10 Stock Portfo lio

Investment Philosophy / Methodology

� The 20 and 10 Portfolios will be concentrated in se lect stocks/sectors and use 

bottom up investment style

� Portfolio performance will thus be significantly le veraged to those particular 

stocks/sectors 

� Greater concentration of the portfolio increases bo th the risks and potential 

returns from the portfolio

� The number of stocks in the portfolio will not exce ed 10

� The 20 and 10 Portfolios is not limited by any part icular theme / sector / 

market capitalization and has the flexibility to ch oose between stocks across 

themes / sectors / investment styles

� Greater concentration may also result in the portfo lio performance not closely 

correlated to market
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Performance Graph: Focussed 20 Stock Portfolio

BSE 200 & Equity Portfolio re-based to 10, Performa nce as on 31-Oct-08

*Past Performance may or may not be sustained in th e future .
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Performance: Focussed 20 Stock Portfolio

*Past Performance may or may not be sustained in th e future .
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Performance: Focussed 10 Stock Portfolio

���� *Past Performance may or may not be sustained in th e future .

BSE 200 & Equity Portfolio re-based to 10, Performa nce as on 31-Oct-08
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Performance Graph: Focussed 10 Stock Portfolio

*Past Performance may or may not be sustained in th e future .
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Absolute Return Portfolio Derivative Strategies

����
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Introduction to ICICI Prudential Absolute Return 
Portfolio – Derivative Strategies

� Portfolio Objective: Aim to generate absolute retur n, regardless of 

market conditions

� Portfolio mandate:

- Trade primarily in the equity derivatives market

- Use  multiple quantitative strategies

- Endeavor to deliver absolute return

- Adopt  stringent risk control measures
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Investor Suitability

� The portfolio is suitable for investors 

- seeking absolute returns

- with a limited risk to capital

- with a short – medium term investment horizon

� Other Important Features

• Return from this product may not  be correlated to the underlying asset 
class over the recommended horizon

• There could be significant risk to capital in the e vent of the market moving 
against portfolio manager’s expectation

• Income from derivatives could be treated as busines s income and may 
have a tax treatment accordingly*

*We would advise investors to independently seek tax ation advice before investing .
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Portfolio Strategy

� Directional trading: Participating in the upward or  downward trend / 

momentum of the underlying index/stock  while manag ing downside 
risk on capital by applying stringent risk control measures. 

� Arbitrage:  Generate returns out of market ineffici encies by taking 
simultaneous identical and opposite positions in th e spot and futures 

market 

� Cash-futures Arbitrage

� Index Arbitrage

� Temporary parking in FDs/ securities/ fixed income mutual funds (FMP/ 

Floater/ Liquid funds) etc.

Positions will be taken primarily in derivatives ba sed on  multiple strategies 

either in conjunction, or on a stand alone basis, d epending on prevalent 
market conditions.
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Monitor loss limit for the overall 
portfolio in a given period

Decide risk exposure limit of the 
trade

Decide direction to be traded of 
index/stock

Monitor the trade continuously based on 
target price and stop loss levels

Investment Process

Directional Trading

TOOLS

Technical Research – to anticipate price trend and 

momentum

Quantitative tools – to identify recent trends in p rices, 

volume, volatility etc and market behaviour pattern s

Derivative Sentiment Indicators – to add to the 

direction view, especially while taking contra call s
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Illustration: Directional Trading Strategies

The strategies mentioned above can be used in the p ortfolio either  in conjunction, 
or on a stand alone basis.

Illustrative Strategies to capture bullish view whi le limiting  risk to capital

The scenarios depicted above are not exhaustive and are stated here for illustration purposes 
only. Actual future trades may vary significantly thereby resulting in significant variances.

 Bullish View Trade Loss Potential 

1 Major Bullish move Buy call option 
e.g. Buy Nifty 3900 call @ Rs 120 

Loss limited to an extent of premium paid for the option 
Maximum loss = Rs 120 

2 
 
 

Major Bullish move 

Buy synthetic call option (Buy future 
 and Buy put option) 
e.g. Buy Nifty future @ 3900 and 
Buy Nifty 3850 put @ Rs 30 

Loss limited to an extent of premium locked in for the 
option 
Maximum loss = Rs (-3900+3850-30) = Rs 80 

3 
 
 

Limited Bullish Move 
Sale put spread 
e.g. Sale 3900 put @ Rs 60 and 
Buy 3850 put @ Rs 30 

Loss limited to an extent of loss locked in for the sold 
option spread 
  
Maximum loss = Rs (-3900+3850+60-30) = Rs 20 

4 
 
 

Limited Bullish Move 
Buy call spread 
e.g. Buy Nifty 3950 call @ Rs 30 and 
Sale Nifty 4000 call @ Rs 15 

Loss limited to an extent of premium paid for the bought 
option spread 
Maximum loss = Rs (-30+15) =Rs 15 

5 
 
 

Limited Bullish Move 

Buy calendar spread 
e.g. Buy Nifty July 4000 call @ Rs 90 
and 
Sale Nifty June 4000 call @ Rs 20 

Loss limited to an extent of premium paid for the bought 
calendar spread 
Maximum loss = Rs (-90+20) =Rs 70 
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Cash-Futures Arbitrage

Arbitrage strategy will be employed only when poten tial arbitrage 
returns could be higher than money market / liquid fund returns.

Price of future > Price of spot (cash)

Buy stock and simultaneously sell future

Close position when price differential is realized 
(at expiry or earlier)

OR

Roll over position to subsequent periods if 
opportunity remains attractive
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Index Arbitrage

Buy/Sell index futures 

Simultaneously  Sell/Buy stock futures (all index c onstituents)

Close position when price differential narrows 
(at expiry or earlier)

Price of index future   

Price of constituent stock futures

The weightages of stocks in the Index/Futures may not accurately match the weightages of 

stocks in the basket being created. This may create a minor tracking error

Arbitrage strategy will be employed only when poten tial arbitrage 
returns could be higher than money market / liquid fund returns.
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Portfolio Performance
Since inception* 

*Month end portfolio values rebased to 100   **Risk free return assumed at 7% p.a.

Performance of the portfolio is computed based on the performance of derivative strategies (as 
described in this presentation) executed by ICICI Prudential PMS since April 2005. Past Performance 
may or may not be sustained in future. Please refer to the Disclosure Document.
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Portfolio Performance

*Risk free return assumed at 7% p.a.

Performance of the portfolio is computed based on the performance of derivative strategies (as 
described in this presentation) executed by ICICI Prudential PMS since April 2005. Past Performance 
may or may not be sustained in future. Please refer to the Disclosure Document.

Rolling 12 Month Absolute Return Since Inception
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Risk Factors
Investing in securities including equities and derivatives involves certain risks and considerations 
associated generally with making investments in securities. The value of the portfolio investments may 
be affected generally by factors affecting financial markets, such as price and volume, volatility in interest 
rates, currency exchange rates, changes in regulatory and administrative policies of the Government or 
any other appropriate authority (including tax laws) or other political and economic developments. 
Consequently, there can be no assurance that the objective of the Portfolio would achieve. The value of 
the portfolio may fluctuate and can go up or down. Prospective investors are advised to carefully review 
the Disclosure Document, Client Agreement, and other related documents carefully and in its entirety 
and consult their legal, tax and financial advisors to determine possible legal, tax and financial or any 
other consequences of investing under this Portfolio, before making an investment decision. Trading 
volumes, settlement periods and transfer procedures may restrict the liquidity of these investments. 
Different segments of the Indian financial markets have different settlement periods and such periods 
may be extended significantly by unforeseen circumstances. The inability of the Portfolio Manager to 
make intended securities purchases due to settlement problems could cause the portfolio to miss certain 
investment opportunities. By the same rationale, the inability to sell securities held in the portfolio due to 
the absence of a well developed and liquid secondary market for debt securities would result, at times, in 
potential losses to the portfolio.
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Risks attached with the use of Derivatives

Derivative products are leveraged instruments and can provide disproportionate gains as well as disproportionate losses to 
the investor.  Execution of such strategies depends upon the ability of the fund manager to identify such opportunities.  
Identification and execution of the strategies to be pursued by the fund manager involve uncertainty and decision of fund 
manager may not always be profitable.  No assurance can be given that the fund manager will be able to identify or 
execute such strategies. 

Derivative products are specialized instruments that require investment techniques and risk analyses different from those 
associated with stocks and bonds.  The use of a derivative requires an understanding not only of the underlying instrument 
but of the derivative itself.  Derivatives require the maintenance of adequate controls to monitor the transactions entered 
into, the ability to assess the risk that a derivative adds to the portfolio and the ability to forecast price or interest rate 
movements correctly.  There is the possibility that a loss may be sustained by the portfolio as a result of the failure of 
another party (usually referred to as the “counter party”) to comply with the terms of the derivatives contract.  Other risks in 
using derivatives include the risk of mis pricing or improper valuation of derivatives and the inability of derivatives to 
correlate perfectly with underlying assets, rates and indices.
Thus, derivatives are highly leveraged instruments.  Even a small price movement in the underlying security could have a 
large impact on their value.  Also, the market for derivative instruments is nascent in India. The risks associated with the 
use of derivatives are different from or possibly greater than the risks associated with investing directly in securities and 
other traditional investments. 

Risk factors associated with the use of Index Arbit rage, Cash Futures Arbitrage and other derivative s trategies: 

The fund manager may employ various index derivative strategies as allowed under the SEBI guidelines and following are 
the risks factors:

� Lack of opportunity available in the market.
• The risk of mispricing or improper valuation and the inability of derivatives to correlate perfectly with underlying assets, 
rates and indices.
• Execution Risk: The prices which are seen on the screen need not be the same at which execution will take place.
• In case of covered call and/or covered put, in addition to the above, the underlying  security  may 
fall by more than the option premium earned, thereby exposing the strategy to downside risks 
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Disclaimer
The Client shall not make any claim against the Portfolio Manager against any losses (notional or real) or 
against any loss of opportunity for gain under various PMS Products including but not limited to Absolute 
Return Portfolio, on account of or arising out of such circumstance/ change in market condition or for any other 
reason which may specifically affect a particular sector or security, including but not limited to disruption/ 
prohibition/ discontinuation/ suspension of trading in a particular Security including any index or scrip specific 
futures/ options  or due to any act of Company, Market Intermediary by SEBI or any other regulatory authority 
which may result in trading in such security (ies) being completely or partially affected, to which the Portfolio
Manager has taken exposure/ proposed to take exposure and is unable to take additional exposure/ restrain 
him from taking any position in a particular equity or related derivative instruments etc. due to any reason 
beyond the control of the Portfolio Manager resulting in unhedged positions or losses due to unwinding of 
certain positions or losses due to any reason or related to any of the aforesaid circumstances. 

By their nature, certain market risk disclosures are only estimates and could be materially different from what 
actually occurs in the future. As a result, actual future gains or losses could materially differ from those that 
have been estimated. The recipient(s) alone shall be fully responsible/are liable for any decision taken on the 
basis of this material. All recipients of this material should before dealing and/or transacting in any of the 
products referred to in this material make their own investigation, seek appropriate professional advice. The 
investments discussed in this may not be suitable for all investors. Any person subscribing to or investigating 
in any product/financial instruments should do so on the basis of and after verifying the terms attached to such 
product/financial instrument. Financial products and instruments are subject to market risks and yields may 
fluctuate depending on various factors affecting capital/debt markets. There is no assurance or guarantee that 
the objectives of the portfolio will be achieved. Please note that past performance of the financial products, 
instruments and the portfolio does not necessarily indicate the future prospects and performance thereof. Such 
past performance may or may not be sustained in future. Portfolio Manager’s investment decisions may not be 
always profitable, as actual market movements may be at variance with anticipated trends. The investors are 
not being offered any guaranteed or assured returns. ICICI Prudential AMC Ltd. may be engaged in 
buying/selling of such securities.

����
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COMPANY NAME

STOCK DATA
No. of shares 20 Date 2-Aug-05
Market Capitalisation 1340 Stock Price 67
Net Debt 1500 BSE Sensex 7756
EV 2840
Book Value 63
EV / EBITDA 6.4
Price / Book 1.1

BRIEF FINANCIALS

FY06e FY07e FY08e
Revenues 1271 1959 2335
EBITDA 267 441 537
PAT 92 165 217
EPS 5 8 11
DPS 1 1 1
p/e 14.6 8.1 6.2
Dividend Yield 1.5% 1.5% 1.5%

COMPANY BACKGROUND

KEY INVESTMENT ARGUMENTS

ALOK INDUSTRIES

Alok Inds w as established in 1989 as a manufacturer of texturised yarn. Over the last 15 years, the 
company has moved across the value chain and is now  an integrated textile company w ith w eaving, 
processing and garmenting facilities. The company is also i

Alok Inds has undertaken signif icant capacity expansions over the last couple of years, having invested 
over Rs. 1000 cr in textile machinery. The revenues and profits from the capex are only expected to start 
f low ing in from FY07 onw ards, and w e believe 

One of the primary concerns of the market w ith relation to Alok Inds has been the frequent equity 
dilutions, w hich has hurt EPS grow th. How ever, w e believe that equity dilution w as required given the 
very large capex undertaken by Alok Inds. How ever, the 

Alok Inds is trading at 8x FY07 earnings, w hich is at a signif icant discount to both the overall market as 
w ell as to its peer group. We believe that this discount has the potential of narrow ing, as the benefits of 
capital expenditure f low  though to earni
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Risk Factors
Investing in securities including equities and derivatives involves certain risks and considerations 
associated generally with making investments in securities. The value of the portfolio investments may 
be affected generally by factors affecting financial markets, such as price and volume, volatility in interest 
rates, currency exchange rates, changes in regulatory and administrative policies of the Government or 
any other appropriate authority (including tax laws) or other political and economic developments. 
Consequently, there can be no assurance that the objective of the Portfolio would achieve. The value of 
the portfolios may fluctuate and can go up or down. Prospective investors are advised to carefully review 
the Disclosure Document, Client Agreement, and other related documents carefully and in its entirety 
and consult their legal, tax and financial advisors to determine possible legal, tax and financial or any 
other consequences of investing under this Portfolio, before making an investment decision. The 
Stock(s)/Sector(s) mentioned in this material do not constitute any recommendation of the same and the 
portfolios may or may not have any future positions in these Stock(s)/Sector(s). The composition of the 
portfolio is subject to changes within the provisions of the disclosure document. The benchmark of the 
portfolios can be changed from time to time in the future. The Sectoral/Stock/Cash Bets are subject to 
changes because of factors including but not limited to, exposure to market risks, general economic and 
political conditions in India and other countries globally, the monitory and interest policies of India, 
inflation, unanticipated turbulence in interest rates, the performance of the financial markets in India and 
globally etc. Trading volumes, settlement periods and transfer procedures may restrict the liquidity of 
investments in portfolios. Different segments of the Indian financial markets have different settlement 
periods and such periods may be extended significantly by unforeseen circumstances. The inability of 
the Portfolio Manager to make intended securities purchases due to settlement problems could cause 
the portfolio to miss certain investment opportunities. By the same rationale, the inability to sell securities 
held in the portfolio due to the absence of a well developed and liquid secondary market for debt 
securities would result, at times, in potential losses to the portfolio.
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Risk Factors
Individual returns of Clients for a particular portfolio type may vary significantly from the data on 
performance of the portfolios depicted in this material. This is due to factors such as timing of entry and 
exit, timing of additional flows and redemptions, individual client mandates, specific portfolio construction 
characteristics or structural parameters, which may have a bearing on individual portfolio performance. 
No claims may be made or entertained for any variances between the performance depictions and 
individual portfolio performance. Neither the Portfolio Manager nor ICICI Prudential Asset Management 
Company Ltd. (the AMC) its Directors, Employees or Sponsors shall be in any way liable for any 
variations noticed in the returns of individual portfolios. 

The Client shall not make any claim against the Portfolio Manager against any losses (notional or real) or 
against any loss of opportunity for gain under various PMS Products, on account of or arising out of such 
circumstance/ change in market condition or for any other reason which may specifically affect a 
particular sector or security, including but not limited to disruption/prohibition/ discontinuation/ 
suspension of trading in a particular Security including any index or scrip specific futures/ options or due 
to any act of Company, Market Intermediary by SEBI or any other regulatory authority which may result 
in trading in such security (ies) being completely or partially affected, to which the Portfolio Manager has 
taken exposure/ proposed to take exposure and is unable to take additional exposure/ restrain him from 
taking any position in a particular equity or related derivative instruments etc. due to any reason beyond 
the control of the Portfolio Manager resulting in unhedged positions or losses due to unwinding of certain 
positions or losses due to any reason or related to any of the aforesaid circumstances. 
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Risk Factors
By their nature, certain market risk disclosures are only estimates and could be materially different from 
what actually occurs in the future. As a result, actual future gains or losses could materially differ from 
those that have been estimated. The recipient(s) alone shall be fully responsible/are liable for any 
decision taken on the basis of this material. All recipients of this material should before dealing and/or 
transacting in any of the products referred to in this material make their own investigation, seek 
appropriate professional advice. The investments discussed in this may not be suitable for all investors. 
Financial products and instruments are subject to market risks and yields may fluctuate depending on 
various factors affecting capital/debt markets. There is no assurance or guarantee that the objectives of 
the portfolio will be achieved. Please note that past performance of the financial products, instruments 
and the portfolio does not necessarily indicate the future prospects and performance thereof. Such past 
performance may or may not be sustained in future. Portfolio Manager’s investment decisions may not 
be always profitable, as actual market movements may be at variance with anticipated trends. The 
investors are not being offered any guaranteed or assured returns. The AMC may be engaged in 
buying/selling of such securities. Please refer to the Disclosure Document and Client Agreement for 
portfolio specific risk factors.
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Risk Factors
In the preparation of this material the AMC has used information that is publicly available, including 
information developed in-house. Some of the material used herein may have been obtained from 
members/persons other than the AMC and/or its affiliates and which may have been made available to 
the AMC and/or to its affiliates. Information gathered and material used herein is believed to be from 
reliable sources. The AMC however does not warrant the accuracy, reasonableness and/or 
completeness of any information. For data reference to any third party in this material no such party will 
assume any liability for the same. We have included statements/opinions/recommendations in this 
material, which contain words, or phrases such as “will”, “expect”, “should”, “believe” and similar 
expressions or variations of such expressions, that are “forward looking statements”. Actual results may 
differ materially from those suggested by the forward looking statements due to risk or uncertainties 
associated with our expectations with respect to, but not limited to, exposure to market risks, general 
economic and political conditions in India and other countries globally, the monitory and interest policies 
of India, inflation, unanticipated turbulence in interest rates, foreign exchange rates, equity prices, the 
performance of the financial markets in India and globally, changes in domestic and foreign laws, 
regulations and taxes and changes in competition in the industry. 

All data/information used in the preparation of this material is as on __________ and may or may not be 
relevant any time after the issuance of this material i.e. November 2007. The Portfolio Manager/ the 
AMC takes no responsibility of updating any data/information in this material from time to time. The 
Portfolio Manager and the AMC (including its affiliates), and any of its officers directors, personnel and 
employees, shall not liable for any loss, damage of any nature, including but not limited to direct, indirect, 
punitive, exemplary, consequential, as also any loss of profit in any way arising from the use of this 
material in any manner. 
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Thank you


