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The Company's investment objective is to pro-
vide long term capital appreciation by investing
predominantly in listed mid and small cap com-
panies with a smaller proportion in unlisted
companies. Investment may also be made in
large cap listed Indian companies where the
Fund Manager believes long-term capital
appreciation will be achieved.

Investment evaluation and selection is based
on a bottom-up approach where opportunities
are evaluated on a case by case basis. The Fund
Manager follows an absolute return focus to
investing rather than ‘relative-performance’
stock picking. The Company may hold liquid
assets (including cash) pending deployment in
suitable investments. It is the Company's
declared policy not to hedge the exposure to
the Indian Rupee.

Ordinary Shares

Ticker IGC
Share price (p) 59.50
NAV per share (undiluted) (p) 69.28
NAV per share (diluted) (p) 69.28
Warrants
Ticker IGCW
Warrant price (p) 1.88
No. of % of

companies  portfolio

Small Cap 12 30.3
Mid Cap 4 19.1
Large Cap 10 24.7
Unlisted 2 9.2
Cash/Cash Equivalent 16.7
Total 28 100.0

Portfolio update

The net asset value per share fell 4.99% in
May whilst the underlying NAV in local curren-
cy terms fell 6.3%, as once again the weakness
in Sterling helped to offset the collapse in
share prices. The BSE Midcap index fell 4.9%
underperforming the main board by 1.5%. On
the back of rising risk aversion prompted by
events in Europe, foreign institutional investor
flows turned negative in May to the tune of
USD 2.2bn, reversing approximately one third
of the inflows the market has enjoyed since
the start of the year. Some cash had been
raised in the portfolio in expectation of weak-
er markets at the start of the month but in
these instances it is never enough. Further-
more, until the restructuring is complete, the
portfolio remains somewhat hostage to the
movements of a few key stocks. Bilcare (weight
6.9%), Prime Focus (weight 4.5%) and Varun
Shipping (weight 4.1%) fell 14.6%, 14.0% and
12.1% respectively in the month. The concen-
tration risk in less liquid names has been sub-
stantially reduced but there is still more to do.

Outlook

There is no doubt that India's future prospects
would be adversely affected by downward
revisions to global growth prompted by events
in Southern Europe and/or slower growth in
China — although less so than many other
export dependant emerging market economies.
India is reliant on foreign capital to fund
its growth and global turmoil causes disruption
to the cost and availability of these flows. In
reality though, the outflows witnessed in
May are more to do with a flight to the relative
safety of US Treasuries and gold in particular
from a market that has performed well,
and hence we remain for the time being "firmly
coupled” This is the key spoiler in our story as
Indian equities are still perceived as risky assets.
What must not be ignored or forgotten as a
result of the current mayhem is that in May
alone Areva made an open offer to shareholders
of their Indian subsidiary worth approximately
USD 300m at a 22% premium to the prevailing
market price. The offer took place as a
consequence of the Schneider Electric and
Alstom's bid to buy Areva's transmission
and distribution assets. In addition Asea Brown
Boveri made an open offer to buy 22.9% in
the Indian subsidiary ABB India Ltd to take
their holding to 75% at a premium to the
market close of 34%, an investment of close to
USD 1bn. More positive news from the fiscal
perspective came from India's 3G auctions
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Given the enormous uncertainty that pervades
financial markets currently we feel the need to
up the pressure here somewhat. Of course, the
concentration risk works in our favour on the
upside, as has been the case with the portfo-
lio's largest holding S Kumars Nationwide
Limited in recent months. Although the stock
fell 1.1% in May it continues to outperform
the BSE midcap market (down 4.9%), and it is
reassuring that after such a strong run (up
68% ytd) it held up so well in the recent sell
off. The largest contributors to positive per-
formance this month came from new entrants
United Phosphorus (up 7%), a manufacturer of
off-patent agro-chemicals, Pratibha Industries
(up 2.7%), a mid cap engineering and con-
struction company and Jubilant Life Sciences
(up 1.4%) a custom research and manufactur-
er of pharmaceuticals for the global innova-
tors. Elsewhere the Company suffered from its
exposure to the materials sector through
Sterlite (down 20%), and to property via
Arihant Foundations (down 23.3%).

which concluded this month. Auction receipts,
budgeted at USD 8bn, came in at closer
to USD 15bn with a further USD 2bn expected
from additional spectrum costs in the 2G
space. We are hopeful that the recent fall in
crude oil to below USD 70 a barrel has given
an opportunity to the Government to cut
its oil subsidy bill by raising the domestic
price of motor fuel and kerosene. Fourth quar-
ter GDP growth came in in line with estimates
at 8.6% whilst the Indian Government officially
upgraded full year GDP growth for 2010 to
7.4%. A further key point in the GDP data
was the 17.7% increase in fixed capital invest-
ment on a quarter on quarter basis. These
are not only extremely encouraging signs from
both the private and the public sector, but
also make a significant difference to the Indian
coffers.

Although India's direct exposure to Southern
Europe is minimal, the Indian stock market in
the near term will be as much a bet on Western
GDP growth as on India's current economic
virility. But given the strong positive correla-
tion between India's Index of Industrial
production ("IIP") and the stock market over
the last four years (see chart overleaf) and
the expectation of strong IIP growth this year
and next, any further sell offs as a result
of European issues will be a another great buy-
ing opportunity.



Outlook (continued)
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TOP 10 EQUITY HOLDINGS AT 31 MAY 2010

Holding Sector % of Portfolio
S. Kumars Nationwide Consumer Discretionary 10.4
BASIC DATA Marwadi Shares and Finance Financials 9.2
S Bilcare Health Care 6.9
Prime Focus Consumer Discretionary 4.5
Varun Shipping Co Industrials 4.1
Jain Irrigation Industrials 4.1
CAPITAL STRUCTURE IVRCL Industrials 34
e United Phosphorus Materials 3.3
Bharti Airtel Telecom Services 3.2
Spicejet Industrials 31

ANALYSIS OF HOLDINGS BY SECTOR AT 31 MAY 2010

[*] = Number of companies
Net Cash and

Debt Mutual Funds

Industrials [9]

IT (1.8%) [3]
Energy (2.1%) [1]
MANAGER AND FEES Telecom Services [1]

Materials [2]

Health Care [2] Financials [7]

Consumer Discretionary [3]

OTHER ADVISERS

SHARE PRICE AND NAV PERFORMANCE

180
160
140
120
100
80
60
40
20
0

— ICGF Share Price

Share price and NAV (in pence per share)

31 Jan 06
31 May 06
30 Sep 06
31 Jan 07
31 May 07
30 Sep 07
31 Jan 08
31 May 08
30 Sep 08
31 Jan 09
31 May 09
30 Sep 09
31 Jan 10
31 May 10

PAGE 2 OF 2





<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


