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BayFort Capital: March 2025 Portfolio Review

“There are decades where nothing happens; and there are weeks where decades
happen” - Vladimir Lenin

BayFort Capital's Global Leaders Portfolio delivered a -8% return in USD (-9.88% in
INR) for March. In comparison, the large-cap S&P 500 index declined 5.75% (USD),
while the small-cap Russell 2000 declined by 6.99% (USD). Market sentiment was
significantly impacted by a flurry of Tariff policy discussions from the Trump
administration which were to be announced on, Liberation Day, April 2nd.

Net Returns, INR (Mar. 31, 1 Inception* | Inception*
2025) Month YTD 1 Year 2 Years | Annualized Clumuladye
BayFort Capital Global

Leaders Advisory Portfolio

(INR) -9.88% -9.33% 1.04% 21.24% 23.36% 78.12%
S&P 500 (INR) -7.68% -4.86% 9.79% 19.34% 18.92% 61.05%
NIFTY 50 (INR) 6.30% | -0.53% 534% | 16.40% | 15.62% 49.05%

*All returns are net of fees

Return (%) - Mar 31, 2025

In March, the top-performing S&P 500 sectors were ——————r - = = T =
Energy (+3.49%), Utilities (+0.24%), and Consumer isenchmark sse soo 557 427 188 830 598
Staples (-1.18%). Consumer Discretionary (-8.31%) ™ =~ ‘% s e s e
was the weakest, followed by Information Technology (- iraustia
8.29%) and Communication Services (-5.16%). Stock vies 024 401 @B 2378 517
declines in March weren’t broad-based. The large-cap . <0 o0 m e me me
Tech stocks caused the S&P 500 to underperform the  consumersizpies 18 444 033 o973 525
equal-weight S&P 500 Index by 197 bps. S e

Real Estate -2.39 3.56 -4.70 9.55 -1.30

A few important points to consider as we think about the rest of the year.

1) Valuations: The S&P 500's forward P/E ratio of 20x indicates that valuations are
at attractive levels, reducing the likelihood of a market downturn triggered by
valuation concerns. Moreover, earnings for the equal-weighted S&P 500 index
are expected to increase by 14% in 2025, compared with a forecast of just 2%
growth in CY-24. Furthermore, a reduction in interest rates benefits growth
stocks. If the Fed cuts rates by 100 basis points by December 2025 as
anticipated, the resulting decrease in discount rates on future cash flows could
lead to a significant increase in valuations for high-growth companies. The
following representative valuation charts illustrate just how attractive some of
these current valuations are.
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2) Tariff Risk: The establishment of clear maximum tariff levels is a significant positive
for the stock markets. With this certainty, businesses can plan more effectively, and
analysts can accurately assess the impact on various companies without the
unpredictability of daily presidential tweets. As long as there is no major retaliation from
China or Europe, this issue will soon fade into the background, removing a key source
of uncertainty and eliminating a major overhang on the markets. Moreover, over the
next few weeks, the U.S. is likely to establish free trade agreements with a broad range
of countries, while other nations may lack similar agreements. As a result, U.S. exports
would enjoy duty-free access in many markets, whereas Chinese or EU goods (for
example) could continue to face restrictions in other countries, giving American products
a competitive edge globally.

3) Economic Outlook and Fed Policy: Inflation remains the biggest concern for the
Fed to cut interest rates. If tariffs lead to higher prices, the Federal Reserve may have
limited flexibility to cut interest rates. However, as Chairman Powell stated in the last
conference call, tariff-induced inflation is transitory. In the short to medium term, the Fed
may still proceed with rate cuts to support the U.S. economy, particularly to mitigate
inflation’s impact on employment—one of its two mandates. The critical factor
influencing rate cuts will be employment data. If job growth slows, the Fed will have
room to lower interest rates to fulfill its mandate of promoting maximum employment. .
As long as the Fed is not worried about transitory inflation, the next macro economic
indicator to watch out would be job growth. We expect the net new job growth to falter
due to all the government job cuts as well as a slowdown in hiring from the Tariff induced
uncertainty in Q1CY25. Consequently, we increased our rate cut expectations from 50
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bps to 100 bps in CY25 post the April 2 tariff announcements with the first 25 bps coming
as early as the May 7, meeting.

4) Tax Cuts: As we move into May, the spotlight in Washington is expected to shift
toward tax reform. A key component of Trump’s election platform was reducing the
corporate tax rate from 22% to 15%. Details of his negotiations with lawmakers are likely
to emerge soon. Currently, this potential tax cut is not reflected in stock prices, as no
formal announcements have been made by the White House. However, with the debt
ceiling deadline approaching at the end of May, discussions around raising the ceiling
may serve as a critical juncture for tax cut negotiations to take place—if they are to be
implemented in the near term.

5) Inflation Risk in the US: Concerns over inflation resulting from tariffs are now largely
priced into the market, as maximum tariff levels for each country have already been
announced. The decline in 10-year Treasury yields following the announcements
reflects this sentiment. While part of the move was driven by a short-term risk-off
reaction, it's important to note that bond investors in 10-year maturities take a long-term
view. Their response suggests that any inflation from tariffs is expected to be transitory.

Investment Strategy: Our Global Leaders Portfolio continues to invest in companies
that are at the forefront of innovation, generate robust cash flows, and have
demonstrated resilience in challenging market environments. We believe that the
current market conditions present a compelling opportunity for both new and existing
investors to participate in the long-term growth of the global knowledge economy.



