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Many investors invest based on recent experience. If this 
investment experience is good, they invest more. If it is 
bad, they invest less.  

Since 2014, markets have been going up. From 21170 on  
3rd Jan 2014, sensex rallied upto 38600 on 31st Aug 2018. 
Such a strong rally is bound to convince even the most 
conservative investor. In the process, 

 Anyone who invested in the past four years would 
have made good returns. 

 Many new investors joined the bandwagon and 
tried investing and tasted success too! 

 On gaining conviction, many such investors moved 
funds from various sources and invested in equity 
mutual funds and balanced funds. 

 And lot many of them were in a hurry to invest the 
funds – since the price was going up with every 
passing day. 

 As a result, the basic premise of asset allocation 
and caution that need to be excised in investment 
were forgotten. 

 But the best returns would have been made, 
obviously by those who invested when markets 
were low. 

 Those who invested after seeing market run up, 
would now be sitting with low returns or even at 
an erosion of capital. 

With markets being volatile in past few months, many 
investors are panicky. Some are willing to sell even at loss 
and get out. But it is time to stay calm and take stock. 

The ground rule for equity investing – be it in direct stocks 
or equity mutual funds are: 

 Invest only a portion of your total portfolio in 
equity. Follow suitable asset allocation. 

 Invest when price is low. 
 Don’t invest all your money at one go. Since no one 

knows which is the ultimate low, it is better to keep 
investing gradually. 

 Disciplined investment strategies like SIP / STP can 
be of good help – provided you continue investing 

through the ups and downs of market.  
 Ultimately, ‘keep investing’. Have fresh capital 

allocation every year and invest it. 
 It is always better to have a cash reserve to invest at 

opportune time. 

It is a well know fact that, best returns from Investing are 
often from Investments done during tough times.  

Usually in a year when there are major event risks, markets 
are bound to be volatile. With five state elections in 
November and upcoming central election in May 2019, it is 
natural to expect huge swing in the market. Only if we as 
investors are prepared – mentally and strategically, we can 
make best use of these opportunities.  

Simple investment strategies like SIP / STP are helpful for 
many investors. But are there any other method that deliver 
better returns. Yes. There are few other investment 
strategies that can add value to your portfolio.  

At EASY Investments, many of our investors have made use 
of these options (other than SIP & STP) and are investing with 
greater clarity and conviction. We strongly urge everyone 
who reads this Monthly Memo to contact us get to know 
about these value propositions and make use of them. That’s 
the ultimate advantage of investing through EASY 
Investments. 

 

Right Way(s) of Investing 
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The Joy of Buying Low 
Its Diwali Time. And When we go shopping, we love to buy everything at discount price – provided the quality is the same. 
For instance, two months back, if the price of a sweet was Rs.50, you would have got 200 pieces for Rs.10000. Right now, if 
its price is Rs.25, the same Rs.10000 would now buy us 400 pieces. Who would say no to it? You get double the quantity for 
the same price. That’s called Value Buying. 

Same holds true with shares and mutual funds now. When compared to 1st Sept 2018, the current price is far lesser. And 
anyone who invests now, gets to buy more for the same value. Go ahead and indulge in Diwali shopping…this time in your 
mutual funds and stocks. In a year or two, you are bound to make decent profits.  
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It is usually assumed that Investments is all about returns. 
But it is also about risk management. One of the effective 
ways to manage risk (reduce downside) is by diversification. 
Diversification can best be explained by the term ‘Don’t put 
all eggs in one basket.’ 

While we build an investment portfolio, we invest in various 
stocks. But in many situations, we tend to get over exposed 
to one company or sector or industry. For instance, an 
investor may be investing in banks, automobiles, real estates 
and NBFC’s. All these are credit sensitives. Any change in 
interest rate policy affects all of them.  

A well diversified portfolio must minimize risk and optimize 
the returns. Mutual funds and PMS managers do a 
professional job in building portfolio’s. They diversify across 
sectors and stocks, thereby minimizing downside risk. The 
benefit of such activity is visible in volatile market conditions 
like the one we are witnessing now. 

For  instance,  on  4th  Oct  2018,  government  reduced  the 

Power of Diversification 
excise duty on petrol and diesel and mandated the Oil 
marketing companies like BPCL, HPCL and IOC to reduce 
their profits by Rs.1 per liter. The price of BPCL fell by 
Rs.368 to Rs.265 (-28%) immediately, since their top 
line profit is straight away hit by 25%. Investor who had 
invested Rs.1 Lakh in BPCL, would have seen its value 
falling to Rs.72000. 

But the NAV of a large cap fund which invested in BPCL 
fell from Rs.12.68 to Rs.12.49 (-1.49%). Rs.1 Lakh 
invested in this Large Cap fund would have got 
reduced to Rs.98500. The main reason for such a 
defensive performance is DIVERSIFICATION.  

Many investors compare mutual funds to stocks. And 
they panic when market falls. But in reality, stocks are 
far more riskier when compared to mutual funds. It is 
better for investors to take the mutual fund route to 
investing in equities to minimize risk and optimize the 
returns.  
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1. Many investors invest for a couple of years and then 
wonder if power of compounding really exists. They 
don’t see a big difference. But as you would see here, 
this power is visible from 15th year onwards and more 
pronounced from its 25th year to 30th year. 

2. While many investing, many investors take solace in 
options like Bank FD. But if the investment duration is 
longer – say 15 years or so, a mere 2% higher return can 
add 74% more value on maturity. 

3. A 2% difference in returns between 8% to 10% is not the 
same as between 14% to 16%. If Rs.10,000 grows at 
16%, it would be valued at Rs.8.50 Lakhs (grown 85 
times) at the end of 30 years. Quiet unbelievable. But 
that is reality.  

4. And the maturity value gap between returns widens 
over time.  

While many investors give importance to the returns 
percentage, it is the TIME that actually works wonders. 
Longer you stay invested, better is the compounding effect 
and better is the returns.  

All that an investor needs to do is Start early and stay 
invested for long duration. Adding regular investments like 
SIP’s can accelerate this compounding and help you reach 
financial goals with ease. 

8 th Wonder of the World 

Online!  Online!!  Online!!! 

Coffee Can ‘Diwali’ Portfolio 
Churning your portfolio, i.e., buying and then selling 
stocks frequently is one of the easiest ways to produce 
sub-optimal returns in the stock market.  

Appreciating the destructive power of churn, most 
thoughtful investors have tried different ways to reduce 
churn & thus hold stocks for much longer periods of 
time. Amongst the more novel attempts in this regard 
has been the 'Coffee Can Portfolio' created by Rob 
Kirby. 

Two simple rules are used to create CCP. We looked for 
stocks which over the preceding ten years had 
generated return on capital employed (ROCE) of at least 
15 per cent and revenue growth of at least 10 per cent.  

Once you filter these stocks, all you need to do is invest 
in them and seal it. Research shows that such ‘BUY & 
HOLD’ strategy deliveres far better returns than actively 
churned portfolio. 

Why not make use of this Diwali and Create a ‘Coffee 
Can DIWALI Portfolio?’. You can keep creating such 
CCP’s every Diwali and open it on your Retirement. 

                                                                                                   Prof. Albert Einstein was once asked ‘What is the most powerful force in the universe?’. To everyone’s surprise he replied 
‘Compound Interest’. Though this fact is published in various magazines and books, we rarely get to know its true power. 

A mere 2% difference in investment returns can create a huge difference in your portfolio. One glance at the below 
mentioned chart can widen / open our eyes. One time investment of Rs.10000 grows to varied levels over time: 

 


