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Sensex 37,018.32 37,332.79 0.85

MIDCAP 13,526.52 13,467.55 -0.44

SMLCAP 12,551.94 12,534.70 -0.14

BSE-100 11,077.33 11,139.78 0.56

BSE-200 4,578.93 4,609.05 0.66

BSE-500 14,152.74 14,234.07 0.57
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Dear Investor,

Finance minister announced a slew of measures on 23rd 

August 2019 to boost economic growth. In a much-needed 

relief to the FPIs, the government withdrew the enhanced 

surcharge on foreign investors. It came along with a host 

of other measures related with angel tax, bank 

recapitalisation and income tax notices.  Further, it was 

announced that an amount of  ̀  70,000 crore budgeted for 

bank recapitalization plan will be released upfront. 

For the auto sector, depreciation has been doubled to 30 per cent for vehicles 

purchased by 31st March 2020 and the ban on government departments to buy 

new vehicles has been lifted. To boost consumption, banks have decided to cut 

interest rates which will lead to lower EMIs for home, auto and other loans. This 

was followed by the government decision to allow 100 per cent foreign 

investment in coal mining and contract manufacturing, ease sourcing norms for 

single-brand retailers and 26 per cent overseas investment in digital media.  

Finance Minister also unveiled a mega merger plan for Public Sector Banks 

(PSBs), amalgamating 10 banks into 4 in order to revive and revitalise the 

banking sector with the objective of achieving the $5-trillion economy target. 

The consolidation will bring down the total number of public sector banks in the 

country to 12 from 27. 

While these positive measures demonstrate that government is responsive to the 

need of rejuvenating the economy, there are indications that slowdown in the 

economy has deepened further.  India's GDP growth decelerated to a more than 

six-year low at 5% in the June quarter of 2019-20, against 5.8% in the March 

quarter. Manufacturing growth has almost collapsed at 0.6% in the June quarter, 

against 12.1 % in Q1 2018-19. 

Market valuations are near longer term average. In fact, many sectors and stocks 

are trading below their long-term valuation multiples. Considering that interest 

rates are declining, liquidity is improving, oil prices are stable and more 

announcements are expected from finance minister to revive the economy, we 

expect the market to recover in the second half of the current financial year.

Warm regards,

Hemant Rustagi
Editor
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The Importance Of ‘First Principles' When Investing In Debt Mutual Funds

A. Identifying Risk in Debt Mutual Funds (Mfs)

There are two major types of risks associated with a 

debt MF:

1) Interest rate risk: Risk of loss owing to changes in 

interest rates. This risk is best captured by the duration 

of the fund.

2) Credit risk: Risk of loss owing to change in credit profile of an issuer that 

leads either to a downgrade or default.

B. Identifying own risk profile

Most investors in debt mutual funds have been or still are fixed deposit 

customers. Therefore, it is very important to appropriately identify one's own 

risk profile while deciding where to invest. Obviously mutual funds cannot 

guarantee returns. Therefore if one wants a risk profile that is the closest to a 

fixed deposit, one has to choose a debt fund that controls both interest rate and 

credit risk.

Right away, one can notice an inconsistency in asset allocations done over the 

past few years. Thus interest rate risk has always been identified as risk; since 

it is obviously visible as daily volatility in net asset value (NAV). However, 

credit risk has largely been called 'accrual' and the risk associated here has 

been under appreciated. Indeed, one has often heard a debate of 'duration 

versus accrual', where 'duration' denotes funds that carry interest rate risk and 

'accrual' denotes funds that carry credit risk. Thus as interest rates turn more 

volatile one hears the argument that investors should move from duration 

funds to accrual funds. This may not be consistent advice; for a couple of 

reasons:

1. A move away from interest rate risk should not automatically mean the 

embracing of credit risk. Thus the more appropriate advice may have been: if 

you don't like volatility associated with duration funds then move to funds 

with lower duration (short term funds for instance) while keeping credit 

quality constant. To illustrate further, suppose one were in a dynamic bond 

fund which was running a combination of AAA and government bonds, but of 

higher maturity. Then, if the investor wishes to curb the interest rate risk 

associated with the product, she should move to a short term fund which has 

lower maturity but has a similar credit risk, i.e. AAA and government bonds. 

However, by moving to credit risk funds that invest predominantly in AA and 

below the investor is adding credit risk just as she is reducing interest rate risk. 

This is akin to switching one risk for another and not really reducing the net 

risk in the portfolio.

2. A better approach is to follow an asset allocation table rather than follow 

tactical advice, which by itself generally follows the rear-view mirror. Thus if 

an investor into a mutual fund is conservative (which presumably most debt 

investors are) then majority of her allocations should be to products most 

likely to have conservative risk profiles. As explained above, these are funds 

that control both duration and credit risks. Full AAA funds in the low duration 

Debt Asset Alloca�on

Liquidity Core Satellite

Suitable for parking
surplus savings; as
emergency corpus

Controlled
(Dura�on and Credit) Credit Dura�on

Suitable subs�tute
for Fixed deposits*

Suitable for investors looking 
to take higher risks

(Credit, Dura�on or both)
in order to generate higher 

returns

*FD Offer Fixed Rate of Return, while mutual funds are market linked. Bank Fixed Deposits 
are relatively safer as they are covered under DICGC to the extent of INR 1 lakh per account.

C. The First Principles Requirements from a Mutual Fund (MF)

A MF is a pass through vehicle. It pools investor funds and invests them. In the 

case of debt fund, these investments are made in the debt market. At some 

point one or more investors can ask for their money back, if it is an open ended 

fund. On receiving this request, the fund manager has to sell securities and 

meet the redemption. As far as possible after this sale has been made and the 

redemption funded, the character of the fund (in terms of risk profile, 

company concentration, etc) should be similar to what it was before. This is so 

that the fund remains consistent for the investors who are left behind.

The important point here from an investor's standpoint is that the majority of 

investments should be liquid; which means that the fund manager should be 

able to sell them at least in ordinary market conditions. This is important for 

two reasons:

1) The fund should have ability to fund its redemption and in a manner that 

doesn't alter the profile of the residual portfolio. Thus, if the fund has a 

significant exposure to illiquid securities, the fund manager will only be able 

to sell the liquid part. What is left will have a higher concentration in illiquid 

securities, which is detrimental to investors who are left behind.

Cont. on page 3...

/ short term / medium term / corporate bond / Banking PSU categories should 

fulfill this criterion to a large extent. Such funds should form the majority of 

allocation for conservative investors. For the rest, one can pursue so called 

'alpha' oriented strategies in the 'Satellite' bucket. These could be either 

through funds that take interest rate risk for instance (dynamic bond funds) or 

those that take credit risk (credit risk funds) or both. So long as such 

allocations are kept to the margin (as decided basis investor's risk appetite), 

then one needn't do tactical reallocations from time to time. It is to be noted 

that such tactical reallocations are also tax inefficient or may be subject to exit 

loads. A probable asset allocation mistake made over the past few years is 

slotting credit risk funds under the low risk basket where a majority of a fixed 

income investor's allocations are made.
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2) Illiquid securities by definition don't have a market traded price. This 

means that they get valued on opinion rather than on actual market discovered 

price. This causes a risk that the NAV of the fund may not appropriately reflect 

the actual value of its underlying securities. This should be a cause for concern 

for both existing as well as new investors into the fund. This risk is quite real 

as market data shows that a majority of securities rated A and below haven't 

traded at all since the beginning of this financial year. This creates a large 

illiquidity as well as price discovery risk for funds that are holding such paper.

D. Some False Premises

There are some false premises in debt fund investing that one should be aware 

of:

1. MFs can manage liquidity via exit loads: In many cases chiefly for 

credit risk funds, because a significant part of the portfolio consists of illiquid 

securities, the fund manager relies on suitable exit loads to deter redemption. 

In some sense, some sort of an asset liability management (ALM) framework 

is used. So asset maturity is in 'buckets' basis the exit load periods of investors. 

Exit loads are no doubt a large detriment for redeeming from a mutual fund. 

However, by no stretch of the imagination can they be relied upon as a 

sufficiently high detriment. As discussed before, MFs are pass through 

vehicles. They aren't static balance sheets like a bank or non-bank finance 

company (NBFCs) where liabilities may have a defined maturity profile. As 

has already been shown in the Indian market as well, if the investor concern is 

strong enough, she can pay exit load and redeem. This leaves the portfolio 

with all the problems described above in connection with illiquid securities. 

In some sense also, the point circles back to appropriate asset allocation. If the 

investor has allocated to credit risk funds under her predominant low risk 

bucket, then the likelihood of a panic exit is that much higher when things turn 

for the worse.

2. Even AAA can default, so why bother?: Recent events have evoked 

this response in certain quarters. As an admittedly extreme analogy this is 

somewhat akin to saying food can sometimes make you choke, so why eat! 

The probability of AAA defaulting is negligible. This has been proved with 

...Cont. from page 2 data over multiple decades. This doesn't mean it can never happen. However, 

to use a once-in-a-blue moon default and paint a general principle is not 

advisable at all. Also with some due diligence, the weaker AAA can be 

generally weeded out by the fund manager in most cases.

Conclusions

The attempt here has been to highlight some first principles that will hopefully 

serve well when making allocations to fixed income mutual funds. Some of 

the key takeaways are summarized below:

1. Investors should first be aware of individual risk profile. Assuming debt 

investments are first made for conservatism, a majority of allocations should 

be to full AAA funds in the low duration / short term / medium term / corporate 

bond / Banking PSU categories.

2. Credit is a risk just like interest rates are. It can lead to both positive as 

well as negative outcomes. The key is to allocate to both credit and duration in 

the satellite bucket and not in the core debt allocation bucket.

 

3. An open ended debt mutual fund should first and foremost fulfill the 

criterion that a majority of its portfolio should have liquidity and price 

discovery via the open market. This enables seamless redemption 

management, consistency in portfolio profile even with inflows and 

redemptions, and the discovery of NAV that is largely accurate.

4. A lot of discussion on credit revolves around quality of manager and 

depth of research process. What is equally important, however, is to ask this: 

Is the nature of risk being taken consistent with the vehicle being used to take 

the risk? More specifically, are open ended mutual funds the appropriate 

vehicle to take on such positions?

Mr. Suyash Choudhary
Head – Fixed Income
IDFC Asset Management Company Limited

Mutual Fund Investments are subject to market risks, read all scheme 
related documents carefully.
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Performance Of Select Funds
Data as on August 30, 2019

Mutual funds, like securities investments, are subject to market and other risks. As with any investments in securities, the NAV of units can go up or down depending on the factors and forces affecting capital markets.

*Absolute  ** Annualised. Past performance may or may not be sustained in future.

DEBT
Debt Oriented & Ultra Short Term Debt Fund
 Funds Launch 1 Mth* 3 Mth* 6 Mth* 1 Year* 2 Year** 3 Year** 5 Year**

ABSL Short Term Opportunities Fund May-03 0.63 2.55 5.58 9.68 6.90 7.23 8.53

Aditya Birla Sun Life Medium Term Plan Mar-09 0.19 2.16 3.96 4.26 4.60 6.09 7.99

HDFC Credit Risk Debt Fund - Regular  Mar-14 0.62 2.02 4.90 8.10 5.94 6.96 8.54

Kotak Credit Risk Fund Regular Plan May-10 0.67 2.13 4.73 7.96 6.63 7.23 8.40

Invesco India Short Term Fund Mar-07 0.77 2.68 5.59 9.34 6.52 6.78 7.61

Reliance Credit Risk Fund Jun-05 0.10 0.14 -0.28 2.96 4.12 5.62 7.30

SBI Magnum Income Fund Nov-98 0.38 3.09 7.20 10.61 6.10 7.57 8.86

L&T Credit Risk Fund Oct-09 0.53 -0.10 2.02 4.72 4.75 6.17 7.79

Kotak Savings Fund Regular Plan Aug-04 0.69 2.04 4.22 8.31 7.45 7.42 7.93

L&T Ultra Short Term Fund Apr-03 0.66 2.03 4.15 8.24 7.38 7.40 7.91

Kotak Banking and PSU Debt Fund  Dec-98 0.69 3.07 6.53 11.18 7.71 8.04 8.45

EQUITY FUNDS

 Fund Launch 6 Mth* 1 Year* 2 Year** 3 Year** 5 Year** 7 Year** 10 Year** 15 Year**

ABSL Frontline Equity Fund Aug-02 1.10 -8.00 0.45 5.08 8.17 14.08 11.88 17.61

ABSL Equity Fund Aug-98 0.16 -9.82 -0.68 5.90 10.12 16.29 12.11 17.69

Axis Bluechip Fund Jan-10 8.63 1.04 10.66 11.93 10.69 15.51 — —

Axis Focused 25 Fund Jun-12 6.80 -7.60 6.15 11.25 12.49 15.41 — —

Franklin India Equity Fund Sep-94 -3.86 -12.99 -1.14 3.17 8.35 13.74 12.24 17.11

HDFC Equity Fund Jan-95 1.02 -6.58 2.84 7.64 7.28 14.06 12.41 18.05

HDFC Top 100 Fund Oct-96 1.55 -5.10 3.73 7.96 7.50 13.30 11.33 17.77

HSBC Large Cap Equity Fund Dec-02 6.35 -5.21 3.41 7.78 7.80 11.71 9.10 14.04

ICICI Prudential Bluechip Fund May-08 1.64 -6.94 3.46 7.71 8.71 13.89 12.92 —

IDFC Core Equity Fund - Regular Plan Aug-05 -1.90 -13.15 -2.12 5.07 7.93 11.46 8.70 —

Kotak Bluechip Fund - Regular Plan Dec-98 2.93 -6.26 3.22 5.98 8.40 12.56 10.38 15.78

Kotak Standard Multicap Fund Regular  Sep-09 3.92 -4.81 3.29 8.50 12.04 16.88 — —

L&T Equity Fund May-05 1.51 -9.22 0.59 5.08 7.61 12.47 11.69 —

Mirae Asset Large Cap Fund - Regular  Apr-08 3.50 -3.43 5.15 10.23 11.81 17.19 15.39 —

Mirae Asset Emerging Bluechip Fund Jul-10 4.87 -2.16 4.79 11.48 17.24 23.40 — —

Motilal Oswal Multicap 35 Fund Apr-14 3.99 -7.33 -1.94 8.05 15.13 — — —

Reliance Large Cap Fund Aug-07 -2.56 -10.05 2.39 7.19 8.92 14.11 11.55 —

Reliance Multi Cap Fund Mar-05 -4.16 -9.82 1.45 4.96 6.83 12.87 14.24 —

Invesco India Contra Fund Apr-07 0.13 -11.00 4.86 9.03 11.26 17.02 13.29 —

SBI Bluechip Fund Feb-06 4.38 -5.69 1.74 5.43 9.51 14.70 11.53 —

Principal Emerging Bluechip Fund Nov-08 -1.17 -15.10 -2.41 5.37 12.21 19.26 15.39 —

Large Cap, Large & Midcap, Multi Cap

Sectoral / Thematic Fund & Tax Saving

ICICI Prudential Banking and Financial Aug-08 4.11 -4.63 0.58 9.85 14.15 19.13 17.01 —

Reliance Banking Fund May-03 1.46 -11.81 -1.21 8.03 11.06 15.67 14.95 19.85

Reliance Pharma Fund Jun-04 -5.11 -12.67 7.05 -0.64 5.10 11.91 15.93 18.94

Canara Robeco Consumer Trends Sep-09 3.29 -5.80 4.28 9.18 12.94 16.35 — —

SBI Consumption Opportunities Fund Jul-99 -4.06 -15.11 2.71 7.11 10.63 13.44 19.56 18.82

Tata India Consumer Fund - Regular Dec-15 -2.86 -16.88 2.81 12.79 — — — —

Axis Long Term Equity Fund Dec-09 6.79 -4.69 7.45 9.86 11.93 18.94 — —

HDFC Taxsaver Fund Mar-96 -1.87 -11.81 -2.60 4.51 5.24 12.19 11.03 16.95

HSBC Tax Saver Equity Fund Jan-07 2.47 -9.40 -1.78 5.30 7.55 13.43 11.37 —

IDFC Tax Advantage (ELSS) Fund Dec-08 -2.24 -14.46 -2.22 6.32 9.18 14.93 13.01 —

Mirae Asset Tax Saver Fund - Regular  Dec-15 4.36 -2.95 6.05 12.93 — — — —

ARBITRAGE FUNDS
 Funds Launch 3 Mth* 6 Mth* 1 Year* 2 year** 3 Year** 5 Year**

ICICI Prudential Equity Arbitrage Fund Dec-06 1.44 3.48 6.68 6.24 6.15 6.57

Invesco India Arbitrage Fund Apr-07 1.49 3.42 6.33 6.08 5.97 6.47

Kotak Equity Arbitrage Fund Regular  Sep-05 1.46 3.51 6.79 6.38 6.29 6.67

Midcap & Smallcap

Axis Midcap Fund Feb-11 1.95 -6.89 7.60 9.79 11.17 18.35 — —

DSP Midcap Fund - Regular Plan Nov-06 0.12 -9.81 -0.71 5.01 11.79 17.28 15.55 —

HDFC Mid-Cap Opportunities Fund Jun-07 -2.86 -16.20 -3.43 2.99 10.01 17.10 17.05 —

Kotak Emerging Equity Scheme  Mar-07 -0.24 -10.72 -1.49 4.57 12.20 17.88 14.88 —

Franklin India Smaller Companies Fund Jan-06 -6.33 -19.34 -7.97 -0.39 8.34 18.60 15.71 —

HSBC Small Cap Equity Fund May-05 -5.43 -22.69 -10.77 -1.20 6.60 13.46 8.61 —

L&T India Value Fund Jan-10 0.16 -12.51 -3.38 5.81 11.16 17.72 — —

SBI Magnum Global Fund Sep-94 -0.60 -9.81 2.23 4.11 8.91 15.93 14.58 19.53

HYBRID

ABSL Equity Hybrid '95 Fund Feb-95 0.03 -8.07 -1.12 3.78 8.34 12.79 11.49 15.51

Canara Robeco Equity Hybrid Fund Feb-93 2.80 -1.58 4.26 7.40 9.73 13.28 12.28 16.32

HDFC Hybrid Equity Fund Sep-00 2.59 -2.74 2.33 6.93 9.60 14.49 14.50 —

ICICI Prudential Balanced Advantage Dec-06 3.55 2.62 5.19 6.99 8.72 — — —

ICICI Prudential Equity & Debt Fund Nov-99 1.54 -3.86 2.90 6.88 9.44 14.62 13.63 14.84

Invesco India Dynamic Equity Fund Oct-07 3.83 -2.90 1.29 6.57 8.10 — — —

Kotak Equity Hybrid Fund - Regular  Nov-99 5.34 -3.21 1.93 4.94 7.67 10.67 9.39 13.59

L&T Hybrid Equity Fund Feb-11 2.81 -6.46 0.03 5.58 9.07 13.88 — —

Principal Hybrid Equity Fund Jan-00 -1.90 -8.75 1.89 7.84 9.40 13.38 10.64 13.05

Reliance Equity Hybrid Fund Jun-05 -3.00 -12.52 -2.56 3.85 7.22 11.97 11.15 —

SBI Equity Hybrid Fund Dec-95 5.79 1.20 6.32 8.20 10.32 15.27 11.91 16.22

HDFC Equity Savings Fund Sep-04 2.27 0.63 3.37 6.71 7.56 — — —

IDFC Equity Savings Fund - Regular  Jun-08 2.07 -0.55 2.91 3.83 5.06 — — —

Kotak Equity Savings Fund - Regular  Oct-14 2.49 2.06 5.13 6.81 — — — —

Reliance Equity Savings Fund May-15 -2.56 -7.00 -0.70 3.45 — — — —

Please check whether you have received dividend for the fund/s that you may have in your portfolio 
out of this list. In case, you do not maintain any portfolio statement, Wiseinvest Advisors can do that 
for you free of charge. Once we have the details, we would send your updated statement every month. 
You can contact our corporate office or our branch to avail of this free service.

  Scheme name Date Dividend declared in ̀  Per unit

ICICI Prudential Equity & Debt Fund - Dividend - Monthly 01/08/2019 0.20

Taurus Starshare (Multi Cap) Fund - Dividend 05/08/2019 0.50

UTI Equity Fund - Dividend 05/08/2019 2.66

Tata Hybrid Equity Fund - Regular Plan - Dividend - Monthly 05/08/2019 0.35

ICICI Prudential Infrastructure Fund - Dividend 08/08/2019 0.53

PGIM India Hybrid Equity Fund - Dividend - Monthly 19/08/2019 0.17

Kotak Equity Opportunities Fund - Dividend 23/08/2019 0.40

L&T Large and Midcap Fund - Dividend 23/08/2019 0.16

L&T Midcap Fund - Dividend 23/08/2019 2.88

Franklin India Focused Equity Fund - Dividend 26/08/2019 1.75

HSBC Regular Savings Plan - Dividend - Monthly 26/08/2019 0.05

L&T Conservative Hybrid Fund - Dividend - Monthly 26/08/2019 0.04

UTI Hybrid Equity Fund - Dividend 27/08/2019 0.19

Sundaram Select Focus - Dividend 27/08/2019 0.19

Sundaram Mid Cap Fund - Dividend 27/08/2019 0.15

Sundaram Small Cap Fund - Dividend 27/08/2019 0.22

Sundaram Rural and Consumption Fund - Dividend 27/08/2019 0.26

Sundaram Equity Hybrid Fund - Dividend 27/08/2019 0.11

DSP Equity & Bond Fund - Regular Plan - Dividend 28/08/2019 0.21

Dividends declared by equity and equity-oriented funds during
the month of August 2019
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Market Outlook (Fixed Income)

 This year has been a challenging year for the domestic 

fixed income markets, primary on back of weakness in 

the NBFC & HFC sector and slowing economy. 

Considering the evolving macro-economic outlook, 

RBI has been pre-emptive in its monetary policy actions 

and stance in 2019. Since February 2019, it has reduced 

the policy repo rate by a cumulative 110 basis points and has changed the 

monetary policy stance from neutral to accommodative, which effectively 

takes rate hikes off the table, while committing to either rate reductions or 

maintaining status quo. 

The Monetary Policy Committee (MPC) in its third bi-monthly monetary 

policy for fiscal year 2019-20 on Aug 8, 2019, cut repo rate by 35 bps from 

5.75 per cent to 5.40 per cent on back of benign inflation projection over the 

next 12 months, slowdown in both domestic & global economic activity, 

elevated trade tensions and continued geo-political uncertainty. The benign 

inflation outlook provided the MPC the headroom to close the negative 

output gap as domestic private consumption the mainstay of aggregate 

demand and investment activity continued to remain sluggish. The focus on 

'growth' by MPC can be clearly seen in the monetary policy minutes released 

a few days back. The minutes were dovish showing that there is room for 

further accommodation in order to boost a slowing economy, especially as 

inflation remains benign. 

The market sentiments improved (especially at the shorter end of the yield 

curve) after RBI's board decided to transfer a sum of  ` 1,76,000 Crs to the 

central government for FY19 which comprised of  ̀  1,23,000 Crs of regular 

profit transfer and ` 52,600 Crs would be excess realized equity reserves 

(which going forward would be limited to 5.5-6.5% of RBI's balance sheet). 

This would provide space for expenditure expansion on overall actual 

expenditure by the central government in FY19. With a multiplier effect 

coming into play, we expect this to provide impetus to otherwise weak 

economic growth. 

The following factors are likely to be closely monitored in the near term, as 

they could influence further rate action from RBI: 

• On global front: US Federal Reserve commentary of rate cuts, rate cuts 

initiated by other central banks, geo-political situation, trade war dynamics, 

currency movement, volatility in crude oil prices, etc. 

• On domestic front: Progression of monsoon, transmission of earlier rate 

cuts and growth-inflation dynamics. 

Going ahead the 10-year benchmark expected to trade in the range of 6.25-

6.50% with downward bias before the next policy. RBI is likely to ensure 

transmission of 110 bps rate easing done so far via adequate liquidity. The 

repo is likely to settle down around 5% during this financial year.

With this backdrop, investors can build a fixed income portfolio by investing 

in income accrual funds with short term duration and take active duration 

calls using long term bond funds & gilt funds. 

We think investors should not shy away from taking a moderate risk by 

allocating a small portion of their portfolio to credit risk funds, (which has a 

minimal exposure to low rated and unrated papers) as spreads between 

corporate bonds and sovereign bonds remain at elevated levels and provide a 

good opportunity over a 3 year plus investment horizon.

 Amandeep Chopra

Group President & Head of Fixed Income

UTI AMC Ltd.

Mutual Fund Investments are subject to market risks, read all scheme 

related documents carefully.

UTI Mutual Fund Disclaimer: The information on this document is 

provided for information purposes only. It does not constitute any offer, 

recommendation or solicitation to any person to enter into any transaction or 

adopt any hedging, trading or investment strategy, nor does it constitute any 

prediction of likely future movements in rates or prices or any representation 

that any such future movements will not exceed those shown in any 

illustration. Users of this document should seek advice regarding the 

appropriateness of investing in any securities, financial instruments or 

investment strategies referred to on this document and should understand 

that statements regarding future prospects may not be realized. The recipient 

of this material is solely responsible for any action taken based on this 

material. Opinions, projections and estimates are subject to change without 

notice. 

UTI AMC Ltd is not an investment adviser, and is not purporting to provide 

you with investment, legal or tax advice. UTI AMC Ltd or UTI Mutual Fund 

(acting through UTI Trustee Company Pvt. Ltd) accepts no liability and will 

not be liable for any loss or damage arising directly or indirectly (including 

special, incidental or consequential loss or damage) from your use of this 

document, howsoever arising, and including any loss, damage or expense 

arising from, but not limited to, any defect, error, imperfection, fault, mistake 

or inaccuracy with this document, its contents or associated services, or due 

to any unavailability of the document or any part thereof or any contents or 

associated services. 

A Note To Our Esteemed Readers
Wealthwise is being sent to some of you on a Complimentary basis as a part 

of our humble effort to ensure that more and more investors get the best from 

their investments. We sincerely hope that you would like the contents of 

Wealthwise and in some way benefit from it. However, if you do not wish to 

receive “Wealthwise” on a regular basis, please let us know by sending us a 

mail on information@wiseinvestadvisors.com. You can also write to us at 

our Corporate Office address mentioned on page 6.



The broad indices have witnessed a lackluster 

performance YTD. On a one-year basis, the Nifty 50 

index is down by over 3%, S&P BSE Mid cap index is 

down by over 18% and S&P BSE Small Cap index is 

down by over 25%. At sector level, the major 

drawdown over the one year period was seen in Metals 

(~36%), Auto (~34%), Healthcare (~19%), Industrials (~19%) and the best 

performing sectors which posted positive returns were Consumer Durables 

(~7%) and IT (~3). The volatility that we are seeing isn't exceptional. We 

have seen even worse before. Nothing can beat what happened post the 2008 

Global Financial Crisis. Hopefully, that was a once-in-a-lifetime event. This 

time around, the extent of damage is similar to the selloff in 2010 to 2013. 

However, this time around the markets have seen a fair amount of 

polarization, and this polarization has been a lot more than we have seen in 

the past. Not only has this polarization been far more accentuated but has 

been witnessed in every sub bucket. If you look at the BSE 500 it is extreme, 

then you telescope into Nifty 50 index and again it is extreme. Even if you 

look at specific sectors, you will see extreme outcomes. This level of 

divergence is different to what we have seen in the past.  

The obvious question that arises when one sees the current market gyrations, 

whether it could get worse from here? Now, if you look at the broader Indian 

economy, the fourth quarter of last fiscal was very weak. The sense is the first 

two quarters for the ongoing fiscal will also be weak. The reality is subdued 

GDP growth for the full year. So clearly there is a cyclical slowdown. It is 

feeling much worse this time around is because of two things. One is that this 

is the third setback in two and a half years. In 2016 you had demonetization, 

2017 you had GST implementation and September 2018 onwards you have 

had problems in the credit market. The flow of credit has been constrained. 

As a result, the cumulative impact of these three knocks and constrained 

credit in particular has accentuated things. Having said that, it is a slowdown 

relative to where we were earlier, and the data is mixed- with areas of concern 

and other areas where growth remains healthy.    

One of the possible silver lining appears to be the overall market valuations. 

There has been some amount of correction in valuations and it is in fair-value 

territory, though above the long-term average. The premium that the market 

was commanding over the long-term averages (in 2017), have significantly 

eroded. But at the same time, they are not as cheap as early 2016 or even mid-

2013. Now whether we will hit the so-called bottom is an “unknow”. Of 

course, statistically it will at some point trade below mean as well, but it is 

impossible to predict that. As far as the Mid-caps are concerned on a forward 

basis, it is almost at a 20% - 25% discount to the Nifty, though this discount 

needs to be taken with a pinch of salt especially when looking at the estimated 

earnings growth for Mid-caps in 2020 (the worry is whether these numbers 

will come through). 

In short, the situation is a mix of stress with hopes of some sort of reversal to 

mean. An ideal product to look at especially in the current market scenario is 

a widely diversified fund. And in the Indian context it is the “Multi-Cap” 

fund category. Here the investor gets a flavor of literally everything as the 

portfolio is truly diversified. Be it a diversification across sectors or a 

diversification across market capitalization, this category of funds envisages 

to cater to both. Sectors, themes and/or flavors of market capitalization, they 

go in and out of favor but if you want to stay invested through a SIP over a 

longer period, “Multi-Cap” fund is the ideal way to go.

Vetri Subramaniam

Group President & Head of Equity

UTI Asset Management Company Ltd.

Mutual Fund Investments are subject to market risks, read all scheme 

related documents carefully.

The information on this document is provided for information purposes only. 

Users of this document should seek advice regarding the appropriateness of 

investing in any securities, financial instruments or investment strategies 

referred to on this document and should understand that statements regarding 

future prospects may not be realized.
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