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INSIDE THE INVESTMENT ROOM

A Holding Has Two Weak Quarters.
When Do You Lose Patience?

The Situation

Weak quarters are part of owning
businesses. Demand can soften, margins
can compress and execution can temporarily
slip without changing the long-term
investment case.

The harder question is whether the weakness
is temporary, or whether something more
fundamental has changed underneath the
numbers.

The Question Behind The Quarters

Two weak quarters do not automatically
break an investment thesis.

What changes the decision is whether the
reasons for owning the business are still
intact.

If management quality, competitive
position, pricing power or industry growth
begin to deteriorate, the problem may no
longer be quarterly.

What Are We Trying To Understand?

Temporary Weakness
The business may still deserve patience when:

o Demand weakness appears cyclical

o Margins are under temporary pressure

o Execution has slipped but remains recoverable

o The long-term industry opportunity remains intact

o Management continues to execute credibly

Structural Deterioration

Patience becomes harder to justify when:

o Regulation changes the economics of the business
o A key person driving the business leaves

o Competitors begin taking market share

o Industry growth starts saturating

o The company loses pricing power
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Care PMS Investment Lens

At Care PMS, portfolio holdings are continuously reviewed across business fundamentals,
management execution, financial strength and the competitive environment.

Patience is justified when the investment thesis remains intact. If the underlying

business begins to change materially, the portfolio decision has to change with it.

Stay Connected with Care PMS
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Disclaimer: PMS investments are subject to market risks. For risk factors, investment
details, and important disclosures, please visit our website.
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