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What is INDF?

The Nifty India Financials ETF seeks to 

provide investment results that, before 

fees and expenses, correspond generally 

to the total return performance of the 

Nifty Financial Services 25/50 Index.

This index is comprised of Indian banks, 

financial institutions, housing finance 

companies, insurance companies and 

other financial services companies in 

India.

INDF trades on the NYSE in US Dollars 

during US market hours.
3

Top 10 components of the Nifty 

Financial Services 25/50 Index as of 

June 30, 2020:

Indices are unmanaged and do not reflect the effect of fees. One cannot invest directly in an index. Holdings are subject to change. 



The INDF Team

Manny Singh 
Manny co-founded and served as CIO of Kavi 

Asset Management, a NY-based hedge fund 

launched in partnership with the Blackstone Group 

in 2015. Prior to that, Manny worked directly for 

Julian Robertson at Tiger Management (2009-2014), 

helping manage Mr. Robertson’s private and public 

equities portfolio. He received a Bachelor's degree 

in Electrical Engineering from the Indian Institute of 

Technology, Delhi; a Master's degree in Electrical 

Engineering from Stanford University where he was 

a Fellow of the Stanford School of Engineering; and 

an MBA from the Wharton School, where he was a 

Palmer Scholar. He has been granted 14 US 

patents. 4

Amit Anand 
Amit co-founded Adi Capital Management, a 
global long-short equities fund in 2014. Prior to 
that, Amit was a senior analyst at Axial Capital 
Management (2005-2013). At Axial, Mr. Anand 
was responsible for identifying and researching 
investments in the business services, TMT and 
consumer sectors. Prior to that, he worked at 
Pegasus Capital Advisors (2004-2005) and Merrill 
Lynch (2003-2004), where he was an investment 
banking analyst. He holds a B.A. in Economics & 
Iberian Studies from Dartmouth College (2003).

Nicholas Thadaney
Nicholas was formerly President and CEO, Global 
Equity Markets, TMX Group, and a member of the 
senior management team. Prior to joining TMX 
group in 2015, Nicholas was Chief Executive Officer 
of ITG Canada Corp. since 2005 with responsibility 
for managing all aspects of the business as well as 
a Member of ITG’s Global Executive Committee. 
Previously he was Director of Sales and Trading of 
ITG Canada’s Institutional Equities business from 
2000 to 2005. As an active community member, 
Nicholas also serves as part of several industry 
associations, boards and registered charities.



WHY INDIA?
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What Drew Us Back To India: 
Accelerating Change
E-Wallet transactions are now larger than 

credit cards/debit cards combined (1)

Indians consume more data per smartphone 

user than anyone else in the world (2)

Digital “leapfrogging” = faster and less capital-intensive access to consumer goods, 

communications and financial inclusion for the middle class 6

(1) Source: Livemint.com, June 16, 2020. (2) Source: Ericsson Mobility Report, June 19, 2019.



The Case For Investing In India

India is expected to become the third-largest 

economy in the world by 2030

7

Source: UBS “Is India the new China?”. Published July 2020.



The Case For Investing In India

Our “Durable Growth” Checklist – Things INDF Team 

Members Have Focused On While Investing

Demographics: India is expected to have the world’s largest workforce by 

2027 – larger than China’s. (1)

Urbanization: Helping lift people into the middle class each year. (2)

Access to digital economy: India is expected 400mm smartphone users by 

the end of 2020, allowing consumers to leapfrog directly into the digital 

economy.

Low base of credit penetration: India’s personal loan/credit card 

penetration of approximately 2% of GDP is lower than that of Indonesia 

(4%), Thailand (7%) and China (9%).
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(1) Source: Bloomberg News analysis of United Nations population-projection data, August 31, 2017.

(2) Source: Dutt, Ravallion, and Murgai: “Growth, Urbanization and Poverty Reduction in India.” Published February 2016. 



The Case For Investing In India

Recent Announcements By US Tech Champions

9

Source: Reuters, Foreign Policy, Business Standard  



WHY INDF?
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The Major EM Index Underweights India 
Relative To Its Size And Growth Potential

11

MSCI Emerging Markets Index – as of June 30, 2020

Indices are unmanaged and do not reflect the effect of fees. One cannot invest directly in an index. Holdings are subject to change. 



Key Pitfall Of The Average Indian Index: 
Corporate Governance 

Of the 500 companies in the S&P BSE 500 Index, 320 are 

majority-owned by their founding families (“promoters”)

Source: Business Standard infographic published July 31, 2017. The 

term promoter in the Indian context refers to founding/controlling 

person or family.   

Key Issues: Financial transparency, shadow 

leverage, related-party dealings, nepotism

12



Key Pitfall Of The Average Indian Index: 
Corporate Governance 
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Key Pitfall Of The Average Indian Index: 
Corporate Governance 

Source: The Hindu Businessline, published December 9, 2014.

Only a few companies have no “promoter” ownership; 

majority are private-sector banks
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Private-Sector Financials are the FANGs 
of India

U.S. FANGs Indian Private-Sector Financials

Shareholder Returns: Stocks have been steady 

compounders of shareholder value through top line 

growth and smart capital allocation.

Solid business models: Consistently gained market share 

and had a defensible “moat” against new competition.

Growth companies: Grew faster than overall GDP.

Investable: Historically have been large, liquid equity 

securities.

Shareholder Returns: Stocks have been steady 

compounders of shareholder value through top line 

growth and smart capital allocation.

Solid business models: Consistently gained market share 

and had a defensible “moat” against new competition.

Growth companies: Grew faster than overall GDP.

Investable: Historically have been large, liquid equity 

securities.
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Why Have Indian Private Sector 
Financials Performed So Well?

◦ Indian GDP has grown

◦ Total credit has grown approximately 2x 

the rate of GDP growth

◦ Private sector financial companies have 

taken share from state-run banks, so 

they have grown even faster 

◦ For example, the largest private sector 

bank – HDFC Bank – has grown its assets 

and earnings at a high-teens 

compounded annual growth rate 

(CAGR) over the last 5 years

Private sector banks have taken share vs. state-run 

banks and may have years of runway

16



Potentially Decades Of Runway For Growth

State-owned banks have lost share but still 

hold the majority of total assets (~60%)
Overall consumer credit penetration is lower in 

India than comparable economies 

17



Where Would You Rather Bank?

Inside a state-owned Indian bank branch Inside an ICICI Bank Branch and the ICICI App, 

where 80% of customer transactions happen

18



HDFC Bank Case Study: 
“Rinse & Repeat”

A

B
C

A. HDFC Bank produces an 
18-20% return-on-equity 

(RoE) every year, which it 
leverages to grow its asset 
base

B. HDFC Bank’s asset base 
and hence earnings grow 
at a high teens/low 20% 
rate every year

C. HDFC Bank’s stock price 
compounds in line with 
earnings growth (25% 
average annual return 

over last 5 years). Since 
HDFC Bank consistently 
trades at a premium to 
book value, it can issue 
stock accretively to 
increase its equity base 
and maintain its runway for 

growth

19



COVID-19 SELL-OFF 
IN PERSPECTIVE
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Price To Earnings Multiples Are At Lower 
End of Historical Range

HDFC Bank: Forward Price/Earnings Ratio ICICI Bank: Forward Price/Earnings Ratio

Data as of June 30, 2020. Source: Dolat Capital Markets. 

21



Credit Quality In the Banking System

Private Sector Banks Outperformed

State-Controlled Banks Coming Out of the GFC

22
Note: Figures above represent Net NPA (NNPA) Ratios. NPA stands for “Non-Performing Assets”. Net Non-Performing Assets is a 

measure that describes the percent of loans that have defaulted as a percent of a financial institution’s total loan book in a given

period, net of the allowance that a financial institution has accrued against those defaulted loans. 



Historical Earnings Resiliency of HDFC Bank

HDFC Bank Book Value Grew

Through The Global Financial Crisis (GFC)
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Source: S&P CapitalIQ. 



India’s Covid-19 Stimulus
◦ In contrast to the US stimulus program which has centered 

around large direct transfers to individuals and small 

businesses and the Fed’s direct purchase of financial assets 

(“demand side response”), India’s stimulus has focused on 

incentivizing banks to lend (“supply side reform”).

◦ Combined with RBI’s rate cuts, India’s stimulus is likely to be 

more bank-friendly in the medium term.

◦ Sovereign credit guarantee has the potential to improve 

credit growth as well as loan losses going forward. 

24

“If there was no sovereign guarantee for some of the 

weaker MSMEs, we would be more cautious. But if the 

sovereign is stepping in, we will step up. That's the 

bottom line.”
- Uday Kotak, Kotak Bank Founder & CEO, on May 13, 2020



THE “NEW NORMAL”: 
SOCIAL DISTANCING IN 

THE LONG RUN
25



Social Distancing In The Long Run

HDFC Bank Has Transformed Itself Into An 

Online Service Provider Over The Last Decade

Number of Transactions By Channel
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Source: HDFC Bank.



Social Distancing In The Long Run

ICICI Bank Is Acquiring A Growing % of 

Assets From Fully Digital Channels

27

Source: ICICI Bank.



Social Distancing In The Long Run
SBI, HDFC, ICICI have 3 out of the top 10 finance apps in 

India – continued share gains vs. smaller banks in an era 

of social distancing.

28

Source: App Annie. Data as of March 23, 2020.



Summary

India Thesis: Financial companies could be both an engine and prime 

beneficiary of growth of the Indian economy over the coming decade.

Valuation Thesis: Valuation multiples are at or below historical lows.

Digital Thesis: Private sector financials have become digital 

powerhouses; this may help them gain share during an extended 
period of social isolation. 
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Important Risk Information
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