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Many of us are aware that there are many risks in life 
– both in personal and professional life. Right from 
crossing roads, riding bike, sleeping, ageing, cooking, 
business, career – everything has its own risk. And we 
are used to risk management. The same holds true in 
the world of investments too. 

In equity investing (be it equity mutual funds or stock 
market), investors perceive the following risks: 

 Risk of losing capital – due to variety of 
reasons like poor corporate results, 
sentiments, sector impact, global meltdown 

 Risk of lesser, varying, volatile returns 

And in Bond (Debt) funds / fixed deposits / fixed 
income securities, following are few risks: 

 Risk of default – borrower not paying up our 
money on maturity 

 Risk of derating / credit risk 
 Risk of interest rate change.  

As you would see, the risk of equity market and debt 
market are often distinct. But there are few risks 
which are common to both equity and debt – one of 
them is ‘EVENT RISK’. The outcome of an event could 
either be positive or negative – which could be risky.  

 Some of these event risks are ROUTINE / 
CYCLICAL– like they happen once or twice in 
a year. For instance, RBI interest rate policy 
(happens once in a three months), Monsoon 
(twice in a year),  Union Budget (once in a 
year), Election results (once in 5 years). 

 But there are few event risks which are RARE 
-  that happen once in a blue moon – like the 
collapse of World Trade Centre on 11th Sept 
2001  and  the  recent  Demonetization  on  
8th Nov 2016. Since they are rare, such events 
are sometimes called as Black swan events. 
They fall like bolt from the blue sky. 

  

While we can go on to debate if the Demonetization 
of Rs.500 and Rs.1000 is right or wrong, the fact is it is 
a reality and we have to get along with it. All that we 
can do it ‘How to minimize the impact of such risks’ or 
‘How to take advantage of such event risks’ and grow 
our investment portfolio. 

The general consensus is – this whole exercise of 
Demonetization would: 

 Increase the income tax compliance, 
resulting in higher tax collections. 

 Increase the banks Current account – Savings 
account balance. 

 Increase Bank deposits. 
 Reduce / discourage black money hoarding 
 Reduce / discourage money laundering 
 Eliminate fake / counterfeit currencies. 
 Greater chance of reduction in interest rates 

by RBI – due to abundance of liquidity. 
 Possibility of liberal  budget announcements 

– like reduction in tax rates, low interest for 
housing loans, increased budgetary spending 
on core sectors like infrastructure. 

 Above all the informal economy would now 
get integrated with the formal economy – 
reflecting real growth. Our economy will now 
swell from US$ 2 Trillion to atleast US$ 3 
trillion (50% growth) in a short time. 

And all these are bound to happen over a period – not 
over night. Hence the next big trigger for market could 
be around Budget in Feb 2017. Till such time we may 
have bouts of volatility. We would strongly urge you 
to make use of these opportunities to rebalance your 
portfolio and make incremental investments. May be 
in a couple of year – these investments could deliver 
handsome returns. 

 8th Dec 2016 
Madurai 

Event Risk 

With Best Wishes for 
Happy New Year 2017 

P.Ramaswamy 
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Though it may look like a technical jargon, it is relatively 
simple to understand. If you can spread your investment 
across different assets like, FD’s, Bonds, Mutual Funds, 
stock markets, Gold, Real estate etc – then that is asset 
allocation. The percentage of allocation to each asset 
varies with age and risk profile. In general, risk appetite 
reduces with age – Older the age – lesser the risk taking 
ability. But there may be exceptions – Young people may 
be risk averse and vice versa. 

While many investors consider investing to be exciting, 
as such investing needs lot of discipline. Investment 
needs to be done when there is an opportunity. But in 
reality, Investment decisions are influenced by the kind 
of returns it has generated in the past. That’s the reason 
why there is a rush / madness to invest (euphoria) when 
market is at a peak (be it gold or equity) and a reluctance 
to invest when markets are down (like the current 
situation). 

Following are few tips for investors to be successful, 
irrespective of the market cycles: 

 Have an investment plan written down with asset 
allocation break up - based on risk profiling.  

 Typical asset allocation would include : FD’s, Bonds, 
Debt funds, Balanced funds, Equity Funds, Shares, 
Gold and Real estate. 

 Once an investment plan is formulated, discipline is 
required to execute the investment as per the plan 
and stick to it.  

 With changing dynamics, the growth of the one of 
these assets may be faster than the other. This 
results in alteration in asset allocation. It is at this 
time asset rebalancing steps in.  

Lot of discipline and neutrality is required to rebalance 
the portfolio. In simple terms, you need to be 
‘emotionless’ while managing your portfolio. There 
should be no bias towards any asset.  

In nutshell, if Asset allocation can be called as the first 
step to successful investing, Asset rebalancing could be 
the ultimate SECRET to prosperity. If you find it difficult 
do the allocation and rebalance, it is better to invest in 
balanced funds which does the job professionally. 

Asset Allocation  
&  

Asset Rebalancing 
We are used to ‘SALE’ during festive seasons. The very word 
‘SALE’ attracts lot of customers. And it makes senses since 
you buy the same product for a cheaper price. One of the 
reason why we feel ‘SALE’ is sensible is that the prices 
would revert to normal after the Sale ends. Hence we 
consider it to be a wise decision. This propels maximum 
spending during SALE. 

One such SALE is under way in the stock market – Thanks 
to Demonetization and the speculation around it. Many 
stocks prices have fallen by 10% to 50%. Similarly, mutual 
funds have fallen from 5% to 15%.That’s simply a SALE. 

Applying the same logic, it is wiser to invest when prices are 
cheaper. You will feel happy of having made a sensible 
decision when prices recover.  

For the list of shares / mutual funds on SALE, contact our 
office. We have the list ready. 

Buy MORE when Price Falls 

Staying Focused 
To reach a goal, one has to stay focused. For instance, if you 
have to travel, you need a destination in mind – so that you 
can reach it, probably in the shortest possible and safest 
possible route. Since you stay focused, you don’t get down 
the before reaching the destination. And once you reach 
the destination, you need to get down – since the goal is 
reached.  

While many of us practice ‘staying focused’ in simple tasks 
like travel, let us be honest in answering : How many of us 
stay focused while investing? Almost all of us lose focus. We 
tempt to sell / withdraw / postpone investing when we see 
negative news. On the contrary, we continue to stay 
invested / keep investing with positive news flows.  

Probably this could be avoided if you could ‘tag’ your 
investments to specific goals – be it children’s education / 
marriage, buying assets, business expansion, retirement 
etc. Since each one of them happens after ‘x’ time frame, it 
makes sense to stay invested / keep investing till the goal is 
reached. 

At EASY Investments we understood this challenge and 
devised options to help you tag your investments to your 
goals. Once we do this, these investments are clubbed 
under the goals for which you invested. This helps 
immensely by giving a visibility on what has been done / has 
to be done towards reaching your goal.. 

So, what are you waiting for? Just call us and tag your 
investments – existing / fresh, towards your goals & RELAX. 
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