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The Neptune India Fund returned -8.79% in dollar terms in the third quarter of the 
year, against the MSCI India Index’s -2.25% loss.

Market overview
Emerging markets remained under pressure during the third quarter as tighter 
financial conditions in the US pressured EMs FX, and the escalation of the global trade 
war raised questions over the outlook for the global economy. Against this backdrop, 
India posted robust returns during July and August before giving them all back in 
September as concerns over rising inflation and a widening trade deficit mounted 
given the continued strength in the oil price. Market sentiment was also severely 
dented by concerns over credit and liquidity issues in the non-banking financial 
company (NBFC) segment following the default of IL&FS. The oil price has been 
boosted by robust global demand and supply concerns with Venezuelan production 
collapsing and the upcoming renewal of sanctions on Iran. As US shale productivity 
continues to reduce breakevens, the short-term pressure from oil should abate, 
easing inflationary pressures. The IL&FS default does not pose any systemic issues to 
the banking system and contagion has been limited with only moderate increases in 
funding costs for NBFCs.

Fund attribution
While the weakness in September led the MSCI India Index to fall over 1.0% during 
the quarter, the earlier gains were very highly concentrated with Index heavyweights 
Reliance Industries, TCS and HDFC contributing a material portion of the gains. The 
weaker rupee and rising inflation caused material weakness amongst Indian mid-caps 
with a number of holdings falling by 30%. Leading private bank Yes Bank fell by 50% 
as the RBI refused to grant an extension to CEO Rana Kapoor’s term and the bank is 
currently seeking a replacement.

With ownership levels across emerging market funds now at the lowest levels since 
2012, an opportunity for the long-term investor has emerged. India in 2012 was 
a different proposition – an economy blighted by serious external vulnerabilities, 
stagflation and a weak government without policy direction. However, the story today 
is of an economy that has taken the trouble to lay the foundations for stronger and 
more sustainable growth. India has accounted for almost 10% of incremental global 
growth over the past five years. Over the coming decade, this will rise to 20% – 
overtaking China’s contribution as it slows.

Outlook
India’s well deserved premium to Asia has contracted from 50% in 2015 to 30%. With 
many distracted by all things to do with President Trump and trade wars, a compelling 
entry point has quietly emerged in this powerful domestically driven investment story.

Quarterly review as at 30/09/2018

Past performance is not a guide to future performance.
Performance data supplied by Morningstar based on C Accumulation share class performance, in US dollars with net income reinvested and no initial charges. The performance of other 
share classes may differ. Neptune’s funds are not tied to replicating a benchmark and holdings can therefore vary from those in the index quoted. For this reason, the comparison index 
should be used for reference only. The value of an investment and any income from it can fall as well as rise as a result of market and currency fluctuations and you may not get back the 
original amount invested.
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Important information
This document is issued by Neptune Investment Management Limited, 
3 Shortlands, London, W6 8DA. Neptune Investment Management is 
incorporated in England and Wales with company number 4341768 and 
is authorised and regulated in the UK as at 19 April 2005 by the Financial 
Conduct Authority (FCA) 25 The North Colonnade, Canary Wharf, London,E14 
5HS. FCA number 416015.
Neptune European Opportunities Fund, Neptune India Fund, Neptune 
Japan Equity Fund and Neptune Russia & Greater Russia Fund (‘the funds’) 
are open-ended investment company sub-funds established in the United 
Kingdom.
Neptune has obtained a “servicing” passport into Sweden, Denmark, Finland 
and Norway permitting cross-border activities without establishing a presence 
in these jurisdictions.

Investment Risks

The value of the money invested in funds can increase or decrease and 
there is no guarantee that all of your, or your clients’, invested capital can 
be redeemed. You, or your client, should plan to keep your investment in the 
funds for at least five years.

A risk of concentration may arise when the funds are predominantly invested 
in a single country or geographic area.

The funds may invest in derivatives for the purposes of Efficient Portfolio 
Management. Such investment is not intended to increase the risk profile of 
the funds. Derivative may be used to hedge against various risks as permitted 
by the regulations. The use of derivatives for hedging in a rising market may 
restrict potential gains.

The funds may invest in economies and markets which may be less developed 
compared to more established economies. The value of investments may 
be subject to greater volatility due to increased uncertainty as to how these 
markets operate. There are risks to the funds from political, economic and 
market factors in smaller and emerging markets which are of particular 
significance.

These and other risks are described in the Prospectus which should be read 
carefully prior to investing.

Performance
The funds may have high historic volatility ratings and past performance is no 
guarantee for future performance. The performance data is calculated net of 
fees and does not take into account the commission and costs incurred on the 
issue and redemption of the shares.

Intended Audience

This document is intended for distribution to Professional and Institutional 
Investors only.

This document is not destined for non-professional clients who do not 
have the experience, knowledge or competence needed to take their own 
investment decisions and correctly evaluate the risks involved. Neptune 
Investment Management Limited has produced this document for private 
circulation to Professional and Institutional Investors only and this document 
is not for onward distribution or dissemination.

The funds are only available for investment by non-US citizens who are 
not resident in the US. They are not offered for sale or sold in the US, its 
territories or possessions.

This document is only intended for persons resident in jurisdictions where 
such distribution or availability would not be contrary to local laws or 
regulations. The provision of investment services may be restricted in certain 
jurisdictions. You are required to acquaint yourself with any local laws and 
restrictions on the availability of any services described.

The funds are not registered for sale to the public in all jurisdictions.

Prospectus and Fund Documentation
This document is not offering securities and is not a Prospectus.
A copy of the funds’ Prospectus and Key Investor Information Documents 
(KIID) are available from the Danish and Swedish paying agents within these 
jurisdictions or on the Neptune website, www.neptunefunds.com.
The offer is made solely by means and on the basis of the published KIIDs and 
Prospectus, including any supplements, which will also contain investment 
restrictions. All investors must acknowledge that they have read the KIID for 
the fund and relevant share class in which they want to invest prior to making 
an investment.

Miscellaneous
The views expressed in this document are Neptune’s and we do not 
undertake to advise you as to any change of our views.
Please remember that any forecast, projection or target is indicative only, is 
not guaranteed and is not a reliable indicator of future performance.
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