
WHERE NOW FOR INDIA?

A VIEW FROM THE GROUND 

POVERTY REDUCTION PROVIDES 
GROWTH OPPORTUNITIES 

The consumer story in India is evolving rapidly. During 
my visit, I witnessed firsthand the transformation from 
traditional retail to modern formats. Aditya Vision, a 
leading electronics retailer in Bihar, is just one example. 
It exemplifies perfectly the growth potential in areas where 
poverty levels have significantly decreased and where 
electricity consumption has more than doubled over the 
past decade. Aditya’s same-day delivery and service 
model has secured them a strong market share in these 
regions transitioning from subsistence to consumer 
economies. Aditya is just an example of the companies 
in our portfolio that are still relatively ‘unknown’, 
undercovered by sell-side brokers in India, and which we 
aim to hold for the long-run.  
 
 
 
 
 

ALQUITY INDIA:
A VIEW FROM THE 
GROUND
 
 

As I reflect on my recent two-week trip across India, 
visiting 39 companies in Mumbai, Calcutta, and Delhi, I’m 
more convinced than ever of India’s resilience and growth 
potential. Let me share some key insights that emphasize 
why India remains an exciting investment destination.

SLOWDOWN OR FAKE NEWS?

Firstly, let’s address the misconception of an economic 
slowdown. We’ve seen some temporary headwinds over 
the last months - heatwaves, elections, a skewed wedding 
season and flooding - but all of these are transitory. Our 
portfolio companies tell us a different story. For instance, 
across certain companies across the travel, financials, 
consumer discretionary and industrial sectors, we’ve seen 
average revenue growth exceeding 20% and net profit 
growth over 40% in the last quarter (YoY). These numbers 
speak volumes about the underlying strength of the 
Indian economy and our holdings.

Mike Sell, 
Portfolio Manager

December 2024

 
 



Despite recent outflows and negative sentiment among 
foreign investors, I believe the investment case for 
India is now even more compelling. India’s growth 
story is primarily domestic driven, making it relatively 
resilient to global economic fluctuations. This is crucial 
in the face of potential global trade tensions. Unlike 
countries heavily dependent on exports such as Mexico 
and Vietnam, India’s exports to the US account for just 
2.7% of its GDP.

WHY GOVERNANCE MATTERS

VALUATIONS

Our rigorous ESG process has helped us avoid 
corporate governance pitfalls, such as Vakgrangee, and 
over the last 2 years, the Adani Group controversies. 
Adani was flagged as a ‘fail’ in our ESG analyst long 
before the recent public allegations or Hindenburg’s 
report. Strong governance is a cornerstone of our 
ESG analysis, helping to prevent value destruction and 
protect our interests as minority shareholders. 
 
 
 

While valuations for the Indian market may initially 
appear expensive at 25.2x earnings as of end of 
November, it offers compelling value when factoring 
in growth, with currently a PEG ratio of just 1.3* — 
cheaper than the UK (4.5), Japan (1.8), the US (1.6), and 
Europe (2.6). Additionally, this growth is accompanied 
by higher returns on equity, with an average estimated 
ROE of 16% for 2024. Hence, India’s exceptional multi-
year earnings growth and high returns on equity 
justify the multiples, and historic market performance 
demonstrates that these are not a bar to strong 
returns. Furthermore, the market is not over-owned 
by foreign investors, suggesting room for increased 
international participation.

Source: WITS, BIS, Worldometer (exports to the US data, as of 2022)

Source: Bloomberg, CLSA as of 12th September 2024

Source: Google Finance, as of 15th December 2024
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TRUMP V2 IS NOT A THREAT DESPITE 
THE SHORT-TERM NOISE 

Another example is Lemon Tree Hotels. During my 
trip, I stayed in three of their hotels. The travel sector is 
benefiting from rising disposable incomes and ongoing 
improvements in transport infrastructure. Hotel room 
demand (9.7%) is projected to outpace supply (5.9%) in 
the coming years, with India’s hotel supply penetration 
remaining extremely low at just 0.2 rooms per 1,000 
people. Furthermore, despite growing at a similar rate, 
currently this small and less well-known company trades 
at half the multiple (16.3x) of Indian Hotels (31.2x), which 
is part of the Indian and EM indices. 

Lemon Tree Hotel

Estimated ROE in 2025 
(in %)
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* Assuming a 17% growth rate over the next two years for India, 
which is conservative versus recent history



Source: Google Finance, as of 15th December 2024
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The information in this document (this “Document”) is for discussion purposes only. This Document does not constitute an offer to sell, or a solicitation of an offer to acquire, an 

investment (an “Interest”) in any of the funds discussed herein. This Document is not intended to be, nor should it be construed or used as, investment, tax or legal advice. This 

Document does not constitute any recommendation or opinion regarding the appropriateness or suitability of an Interest for any prospective investor.  

This material is for distribution to Professional Clients only, as defined under the Financial Conduct Authority’s (“FCA”) conduct of business rules, and should not be relied upon 

by any other persons. Issued by Alquity Investment Management Limited, which is authorised and regulated in the United Kingdom by the FCA and operates in the United States 

as an “exempt reporting adviser” in reliance on the exemption in Section 203(m) of the United States Investment Advisers Act of 1940.

The Alquity Asia Fund, the Alquity Future World Fund, the Alquity Indian Subcontinent Fund and the Alquity Global Impact Fund are all sub-funds of the Alquity SICAV (“the 

Fund”) which is a UCITS Fund and is a recognised collective investment scheme for the purposes of the Financial Services and Markets Act 2000 of the United Kingdom (the 

“FSMA”). This does not mean the product is suitable for all investors and as the Fund is invested in emerging market equities, investors may not get back the full amount invested.

This Document is qualified in its entirety by the information contained in the Fund’s prospectus and other operative documents (collectively, the “Offering Documents”). Any offer 

or solicitation may be made only by the delivery of the Offering Documents. Before making an investment decision with respect to the Fund, prospective investors are advised 

to read the Offering Documents carefully, which contains important information, including a description of the Fund’s risks, conflicts of interest, investment programme, fees, 

expenses, redemption/withdrawal limitations, standard of care and exculpation, etc.  Prospective investors should also consult with their tax and financial advisors as well as legal 

counsel. This Document does not take into account the particular investment objectives, restrictions, or financial, legal or tax situation of any specific prospective investor, and an 

investment in the Fund may not be suitable for many prospective investors. 

An investment in the Fund is speculative and involves a high degree of risk. Performance may vary substantially from year to year and even from month to month. Withdrawals/

redemptions and transfers of Interests are restricted. Investors must be prepared to lose their entire investment, and without any ability to redeem or withdraw so as to limit losses.

References to indices herein are for informational and general comparative purposes only. There will be significant differences between such indices and the investment programme 

of the Fund. The Fund will not invest in all (or any material portion) of the securities, industries or strategies represented by such indices. Comparisons to indices have inherent 

limitations and nothing herein is intended to suggest or otherwise imply that the Fund will, or are likely to, achieve returns, volatility or other results similar to such indices. Indices 

are unmanaged and do not reflect the result of management fees, performance-based allocations and other fees and expenses.

All Fund performance results presented herein are unaudited and should not be regarded as final until audited financial statements are issued.  Past performance is not necessarily 

indicative of future results. All performance results are based on the NAV of fee paying investors only and are presented net of management fees, brokerage commissions, 

administrative expenses, and accrued performance allocation, if any, and include the reinvestment of all dividends, interest, and capital gains. Net returns shown herein reflect 

those of an investor admitted at inception of the Fund, and are representative of a regular shareholder, net of applicable expenses and reflect reinvestment of dividends and 

interest. In the future, the Fund may offer share in the Fund with different fee and expense structures.

The Fund’s investment approach is long-term, investors must expect to be committed to the Fund for an extended period of time (3-5 years) in order for it to have an optimal 

chance of achieving its investment objectives.

This Document may not be reproduced in whole or in part, and may not be delivered to any person (other than an authorised recipient’s professional advisors under customary 

undertakings of confidentiality) without the prior written consent of the Investment Manager.

The performance shown in this Document is based on our I class charging structure with an OCF of 1%. As the USD I class is not live, we have used the live track record for the 

USD M class since 30th April 2014 (this adjustment doesn’t include the performance fees charged during that period) and the USD Y class since 29th June 2017 and added back 

1% per annum up until the launch of its GBP I class (12th November 2019) and converted to USD. Past simulated performance is neither an indicator nor a guarantee of future 

returns. Actual results will vary from the analysis. Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, 

expressed or implied is made regarding future performance. Performance data is from the iShares India ETF, which has been included to reflect the provisioning for the required 

Indian Capital Gains Tax. The companies discussed above are for provided for information purposes only, are subject to change and this is not recommendation to buy or sell any 

particular company. The quartile numbers provided herein pertain to the India Equity universe from within the Lipper classification. 

SWISS INVESTORS

Units are only distributed in Switzerland to Qualified Investors. The prospectus, the Articles of Association, the Key Investor Information Document “KIIDs” as well as the annual 

and semi-annual report of the Fund is available only to Qualified Investors free of charge. Funds other than the Luxembourg domiciled Alquity SICAV mentioned in this document 

may not be admitted for distribution in Switzerland.

CANADIAN INVESTORS

Alquity has engaged with Stikeman Elliott LLP as their legal representation and is relying on the International Dealer Exemption in the provinces of Quebec and Ontario. 

With respect to statutory rights of action along with connected and related issuer information please refer to our Canadian Wrapper and Prospectus. This material 

is for distribution to Professional Clients only and does not constitute any recommendation or opinion regarding the appropriateness or suitability of an 

investment for any prospective investor.

FOR MORE INFORMATION ON ALQUITY, PLEASE CONTACT

NORTH AMERICA
Renee Arnold 

+1 215 350 9063 
renee.arnold@alquity.com

DISCLAIMER

Sources: Alquity, Bloomberg (P/E ratio, as of November 2024 ), Alquity, Bloomberg (PEG ratios 2 years forward, as of November 2024), Bloomberg, 
CLSA (ROE and growth, as of 12th September 2024), Bloomberg and company reports (revenue and net profith growth for Q3 2024, as of 15th  
November), Google Finance, Alquity (Adani Green stock price, as of 15th  December 2024), WITS, BIS, Worldometer (exports to the US data, as of 
2022), Source: Alquity, Lemon Tree (India’s hotel room supply, demand and penetration estimates, as of 30th November 2024). 
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