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Equity markets are inherently volatile in nature. 
That’s why it is suggested for long term investing of 
say 7 to 10 years. Shorter the duration – heightened 
is the volatility. But many a times, the run up in the 
short term is so strong, solid and steady, investors 
assume that it is as safe as FD’s.   

Those who invested in 2008, 2010 or 2015 would 
have ‘experienced’ the short term volatility, followed 
by the Big Bull Run till 2018. But those who invested 
– say in last 1 year – after seeing the spectacular 
returns of the stock markets of past one or two years, 
would be surprised by the kind of chaos in the stock 
market. Majority of them invested in equity since 
alternative investments were drying up, interest rates 
were falling and of course stock markets had 
delivered lucrative returns in the recent past. They 
thought past returns would continue. Though some 
of them know that stock markets would swing, they 
never thought it would swing so much. And the worst 
thing is even equity mutual funds swings – though to 
a lesser extent – in a falling market. 

That brings us to the question, ‘Should equity be part 
of one’s portfolio?’.  

The firm answer is – ‘YES’.  

The main reason being, when you make a bank 
deposit – the interest you earn over a period of 5 
years would be equal to the inflation. That’s it. So 
your money does not lose its value, but it does not 
grow either.  

But when you invest in equity, your returns over a 
period of 5 years or so would be equal to inflation + 
GDP Growth rate. Say Inflation is 7% and GDP is 6%, 
then your returns from equity investing is bound to 
be around 13%. This is much better than your 7% 
bank deposit. If you wish to beat inflation, investing 
in equity is inevitable. Though it may swing in the 
short run, they are rewarding in the long run. The only 
condition for equity investing is – we need to hang on 
till the market turns up, and keep investing till the tide 
turns up. The key word here is - …keep investing! 

But the proportion of money that is to be invested in 
equity varies depending on your risk profile: 

 Conservative investors can have an equity 
exposure to a maximum of 20% of their total 
investments – which includes the value of all 
their investments including real estates and gold. 
Equity mutual funds are ideal for conservative 
investors, since it takes less time and relatively 
cost effective. 

 Moderate risk investors can have an exposure to 
a maximum of 40% of their allocation to equity – 
which includes both shares and equity mutual 
funds. Investors  

 Investors who are highly convinced about the 
potential of economic growth and the underlying 
opportunities, can invest 60% to 70% of their 
total investment in this category. A simple test if 
you are a high conviction investor is – will you be 
ready to keep investing when Sensex falls by 
1000 points every month – for the next 10 
months!. If the answer to this question is YES, 
then write it on a piece of paper (to remind you 
when you wish to) and keep investing and enjoy 
the market volatility. 

Once we decide ‘How much to invest?”, next 
question is ‘How to invest?’ 

Though many investors prefer to invest on gut-feel, it 
is better to invest with an investment discipline. The 
simplest of them being SIP. But there are many other 
investment methods like VIP and STEP - which deliver 
better returns with lesser risk. 

To sum up, equity markets are volatile in nature – 
weather we like it or not. It does not behave as per 
our expectations. The onus is on us to adapt to these 
market gyrations and invest. And the best way to beat 
volatility is to keep investing – either systematically 
(SIP) or adhoc or by other Investment strategies – as 
and when ‘opportunity’ arises. Next few months are 
bound to very volatile. Hope every investor makes 
use of this golden opportunity. 

Investing @ Volatile Times 
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Discount Sale! 
In festival time everyone looks for discounts. Higher the discount, higher is the rush to buy their products. 
Similar kind of discount is now going on in stock market. From the recent highs, many stocks have fallen 
sizably. Many investors have been in sideline for quiet long, patiently waiting for market to fall and then 
invest their money. And here is the opportunity. It’s time to Buy Low!! 
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On 1st Jan 14, Sensex was 21000. It was election time 
then. Many retail investors were sceptical about the 
possibility of a stable government getting elected and 
the impending reforms that needs to be undertaken. 
Rest is history.  

In the past 4 years we have had slew of reforms and 
developments – salient among them being GST and IBC 
(Insolvency and Bankruptcy code) and doing away with 
subsidies. And market has been watchful as ever and 
rewarded the investors – be it in direct equity or in 
mutual funds – in a hand some way.  

With elections again around the corner, it is natural that 
many investors would be curious to know about the 
outlook on investments going forward. 

Before looking forward, let’s look backward. When the 
current government took over in May 2014, there were 
few blessings in disguise: Oil price crashed from US$ 106 
to US$ 36 per barrel. This in turn resulted in fall in 
current account deficit and fiscal deficit. And US Dollar 
fell from Rs.65 to Rs.58.  

Fast forward, in 2018, all factors which were favourable 
in 2014 are now against us. Oil is at USD 70 per barrel. 
USD is quoting at Rs.72. Current account deficit, 

 

Investment Outlook 
fiscal deficit, inflation and interest rates have started to 
rise. And the economy is just limping back from big bang 
reforms like GST. 

The only comforting factors is that we now have a forex 
reserve close to US$ 400 billion which is near all time 
high,when compared to US$ 250billion in May 14. 

Now the Outlook: 

With all these data points in the back ground and just 
six months to general election (Lok Sabha), and a series 
of state elections starting November, there is no price 
for guessing how the market would behave in the short 
term of 6 months or so. These events are always 
uncertain and unpredictable. Hence markets also turn 
jittery ahead of such event risks. We are bound to have 
HUGE swing in the market, which could unnerve even 
the professional investors. 

But history says that investment made during pre-
election year are usually rewarding. And one of the 
main contributors of this result is the volatility. That 
gives lots of mispricing. Hence the investments made 
during this period works wonders and delivers 
wonderful results.  

“If there is one thing to learn from 2008, it’s that when 
you are going through hell, it’s important to just get 
through. Be calm, balanced, positive. 

They say, tough times don’t last forever, but tough 
people do. Well, Tough markets don’t last forever, but 
tough investors do” – so said a Fund Manager. 
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The Recategorized Equity Mutual Funds are: 
1. Multicap Fund – Invests in a mix of all market cap. 
2. Large Cap – Invests atleast 80% in large cap Co 
3. Large & Midcap Fund – Invests a minimum of 35% 

in each of Large & Midcap Co. 
4. Midcap Fund – Invests atleast 65% in Midcap 
5. Small Cap Fund– Invests atleast 65% in small cap 
6. Dividend Yield Fund – Invest atleast 65% in 

Dividend yielding stocks 
7. Value Fund / Contra Fund – Typically a multicap 

fund following a Value / Contrarian Strategy  
8. Focused Fund – Invests in maximum 30 stocks 
9. Sectoral / Thematic Fund – Invests atleast 80% in a 

theme / sector 
10. ELSS (Tax Saving Funds) – Equity scheme with 

statutory 3 years lock in.  

Debt Funds 

1. Overnight Fund  
2. Liquid Fund 
3. Ultra Short Term Fund 
4. Low Duration Fund 
5. Money Market Fund 
6. Short Duration Fund 
7. Medium Duration Fund 
8. Medium to Long Duration Fund 
9. Long Duration Fund 

Mutual Fund – Recategorization 

Online!  Online!!  Online!!! 

Debt Funds…Continued 
       10.  Dynamic Bond Fund 
       11.  Corporate Bond Fund 
       12 . Credit Risk Fund 
       13.  Banking & PSU Fund 
       14.  Gilt Fund / Government Securites Fund 
       15.  Gilt fund with 10 Year constant duration     
       16. Floater Fund 
Hybrid Funds 

1. Conservative Hybrid Fund : Invests 10-25% in 
equity 

2. Balanced Hybrid Fund / Aggessive Hybrid Fund 
– Invests 40-60% in equity 

3. Dynamic Asset Allocation / Balanced 
Advantage Fund 

4. Multi Asset Allocation Fund  
5. Arbitrage Fund 
6. Equity Savings Fund 

Solution Oriented Funds 

1. Retirement Fund – Atleast 5 years lock in 
period 

2. Childrens Fund  

Other Schemes 

1. Index Fund / ETF  
2. Fund of Fund / Overseas Fund 

                                                                                                   

 

SEBI, the market regulator, is busy stream lining the mutual fund industry. After a huge growth in the 
assets under management (Rs.22.4 Lakh Crores!!!), it is high time the investment options offered by 
various Mutual fund companies are simpler, straight forward, comparable and easier to understand. 

Adjoining graph shows the growth in Assets Under Management (AUM) across various categories since 
2000. As you would see, the AUM has doubled in past 3 years – so has been the number of schemes 
launched by mutual funds. Recategorization is an effort to clean up the mess. 

Though there has been short term pain as a result of realignment of mutual fund schemes and 
underlying securities, it has been a worthy exercise. Since the underlying rules for these new 
classifications are clear cut, it’s now lot more easier to understand the nature of investment                  
and match their expectations. And the best part is, each fund house, from now on can have                           
only one fund in each category.  

Equity stocks is classified based on Market Capitalization. 

 Large Cap: Top 100 companies in terms of market cap 
 Mid Cap: 101st- 250th companies 
 Small Cap: 251st company onwards.                                                                


