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We Believe...

The investment philosophy of “Cognito”, the flagship Portfolio Management
scheme from PPFAS is based on one overriding natural principle viz. The
Law of the Farm, which states that a seed does not blossom into a plant
overnight.

We sincerely believe that creating wealth overnight is easier said than done
and consequently all our actions are geared towards results which will lead to
wealth creation in the long-term. Of course, that may often mean steering
clear of some of the current hot favourites, as they would not be meeting our
stringent investment selection parameters. Also, while we do glance at the
guarterly numbers, we do not get overly perturbed about “negative earnings
surprises” of a few decimal points, as long as the underlying investment
rationale is intact.

We are also oblivious to what other investment managers are doing in their
portfolios, not necessarily because we believe we are superior to them, but
because their style is often markedly different from ours. We aim to better the
performance of general market indices without taking undue risk in the long
term.

The following are the principles, which Cognito follows in its "core" equity
investments :

> The company is in a business with good economic characteristics and has
along-term competitive advantage.

> The management of the company is very competent and works genuinely
inthe shareholders interest.

> The shares of the company are available at reasonable valuations.

These core holdings of clients are generally held for a long period of time.
These holdings are sold only if there is a significant over valuation of the
company or the business fundamentals of the company change adversely.

Finally, while it is a truism that diversifying across companies and industries
results in lower volatility of the returns, over diversification does not reduce
volatility significantly. On the other hand, random diversification can
significantly dilute overall portfolio return. For example if one's best
investment idea is only 2% of the portfolio it will contribute only a 2% return to
the portfolio return even if it doubles. In cognito we diversify the portfolio
without a large dilution of the effect of our best ideas. This means generally
holding between 15-22 stocks in each client’ portfolio.
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Performance of Equity PMS

Particulars (%0) PMS Returns Sensex Returns Nifty Returns
Since Inception to June ‘08 (Annualised) 17.81 21.36 20.82
2008-09 (Upto June ‘08) (Not Annualised) -2.85 -13.85 -14.75
2007-08 -5.58 25.67 30.38
2006-07 12.70 15.93 12.35
2005-06 62.93 73.73 67.15
2004-05 23.24 13.13 11.90
2003-04 91.57 83.38 81.14
2002-03 -10.67 -12.12 -13.40

Stocks in Clients Portfolio

Auto Mah Scooter Logistic Container Corp
Software Mphasis BFL Oil & Gas Gujarat Gas

Sonata Software IGL

I-Flex Solution Pharma Aventis Pharma
FMCG Pidilite Ind. Wyeth Limited

ITC Limited GSK Pharma

Marico Ind. Chemicals Lanxess Abs Limited

Procter & Gamb Defense Bharat Electronics

VST Ind. Others Monsanto

Sectoral Allocation

Pharma : 18.87%

Software : 17.20%
Others : 6.09%

Oil & Gas : 11.71%
Chemical : 2.77%
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Defense : 1.74%

Logistics : 3.29%
FMCG : 30.29%
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