
Indices 2nd 31st Change

August August in (%)

2010 2010

Sensex 18081.21 17971.12 -0.61%

MIDCAP 7492.90 7596.84 1.39%

SMLCAP 9435.28 9540.56 1.12%

BSE-100 9666.30 9627.72 -0.40%

BSE-200 2307.50 2302.88 -0.20%

BSE-500 7284.32 7289.74 0.07%

The Stock Market
performance
during August 2010.
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“Wealthwise” is a monthly publication 

brought to you by Wiseinvest Advisors. 

Wiseinvest Advisors is a quality investment 

advisory firm that specializes in mutual 

funds. Though mutual funds are a simple 

way to invest money, you can get the best 

only if you get professional advice. Our 

CEO, Mr. Hemant Rustagi, is a well known 

mutual fund expert. He brings with him an 

experience of more than 16 years in the 

mutual fund industry. He regularly writes 

articles for major national dailies and 

business magazines as well as appears as a 

mutual fund expert on many investments 

related TV shows. Besides, our team of 

advisors has professionals who have spent 

years in the mutual fund industry. In the last 

five years, thousands of our clients have 

benefitted from our quality advice and have 

made mutual funds as the mainstay of their 

portfolio. You can benefit too from our 

expertise for your existing as well as new 

investments in mutual funds. All you need to 

do is to just call up any of the branches or 

e m a i l  y o u r  r e q u i r e m e n t s  a t  

 

and our professional advisors will do the rest.

information@wiseinvestadvisors.com

Dear Investor,

he much awaited direct tax code (DTC) was tabled in Tthe Parliament on August 30, 2010. While the DTC 
can be described as an attempt to simplify the income tax 
law, it has been introduced in a substantially diluted form. 
Besides, the effective date of the DTC has been pushed 
back to April 1, 2012. The bill- the result of two rounds of 
consultations- offers a mixed bag. 

On the positive side, there are provisions such as the exemption limit for 
individuals has been increased from Rs.1.60 lacs to Rs.2 lacs, long-term capital 
gains tax on equities/equity funds has been kept unchanged at nil, short term 
capital gains would be effectively taxed at 5%, 10% and 15% and corporate tax has 
been reduced to 30% (including cess and surcharge) as against the present 
combined levy of 33.2%. On the flip side, though the limit for tax saving has been 
increased to Rs.3 lacs, the flexibility for tax payers to decide the investment mix 
has been withdrawn. Besides, provision such as non removal of STT, introduction 
of a new tax avoidance rule applicable to FIIs registered in tax haven like 
Mauritius and 5% dividend distribution Tax (DDT) on equity and equity oriented 
funds and ULIPs have been a bit of dampeners. 

On the stock market front, while the BSE Sensex closed the month at 17971 i.e. 
down by 0.61%, the BSE mid-cap and small cap indices were up by 1.39% and 
1.12% respectively. Though the stock market ended on a flat note, it witnessed 
slight volatility during the month. India's economy grew at its fastest in nearly 
three years on strong manufacturing growth and farm output during the quarter 
April-June 2010. The data underscores continued growth momentum in India's 
economy which is expected to grow at 8.50% in the current fiscal year as against 
7.40% in the previous year. The inflows from FIIs continue to be robust as they 
invested more than Rs.10000 crore into Indian markets during the month of 
August 31,2010.

However, inflation continues to be a major concern for the government. The 
wholesale price inflation, or WPI, rose 9.97% year-on-year following a 10.55% 
rise in the month of June. The annual inflation eased to 10.35% in the week ended 
august 7 from 11.45% a week ago. The main concern, however, is non-food items 
as fuel prices rose 12.57% from a year ago. The strong GDP numbers for the 
quarter would allow the RBI to focus on price control and hence we expect further 
policy tightening next month.

Warm regards,

Hemant  Rustagi
Chief  Executive  Officer
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Reliance Equity Opportunities Fund

To know more about this fund and/or to invest in this fund, please call any of 

our offices. The  contact  details  have  been  provided  on  page  6.

Investment Objective

Investment Strategy

Reliance Equity Opportunities Fund (REOF) is an open-ended equity Fund. 

The fund aims to generate capital appreciation & provide long-term growth 

opportunities by investing in a portfolio mainly constituted of equity securities 

& equity related securities. The fund is managed by Mr. Shailesh Rajbhan.

The fund has a corpus of  Rs. 2,200 crores as on  July 31, 2010.

The fund follows a multi-cap approach whereby it invests in stable large cap and 

growth oriented mid & small cap companies. The investment strategy of the 

fund aims at being overweight in a particular sector or market caps depending 

on the potential & opportunities as they arise. The Fund manager takes calls on 

the sector & stock depending on the situations that arise & also take calls on the 

value stocks. 

While taking calls on sectors, the fund focuses on emerging themes and 

opportunities not appreciated by the markets. As different sectors give different 

returns over a period of time, a broader mandate helps the fund take timely 

sector calls to maximize returns. Since the fund makes investments based on 

sector view, it relies on deep research in sectors where there is limited market 

interest. As regards the stock calls, while large cap stocks enable the fund to 

capture market movements and ensure liquidity in volatile times, niche 

mid/small cap companies enable it to grab the opportunity much ahead of time. 

Besides, the fund also focuses on stocks that are under-valued and under-

researched.

Our  recommendation

The scheme is suitable for investors who have an existing equity fund portfolio 

and have adequate exposure to diversified funds. In other words, the fund can be 

an ideal option for investors who do not mind taking a little extra risk to enhance 

portfolio returns overtime. Besides, the fund's performance track record also 

makes it a strong candidate for inclusion in the portfolio. However, it is 

important for investors to take a long-term view, if they choose to invest in this 

fund.

Performance as on August 27, 2010

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

Fund 3 Month* 6 Month* 1 Year* 2 Year**

Reliance Equtiy 17.09 26.42 54.80 34.74

Opportunities

BSE Sensex 7.99 9.55 14.05 12.20

Company Name % of Corpus

STATE BANK OF INDIA 5.12

DIVI’S LABORATORIES LTD. 5.07

TATA CONSULTANCY SERVICES LTD. 5.02

TRENT LTD. 4.73

AVENTIS PHARMA LTD. 4.64

INDIAN METAL AND FERRO ALLOYS LTD. 3.76

LARSEN & TOUBRO LTD. 3.48

TORRENT POWER LTD. 3.41

HCL TECHNOLOGIES LTD. 3.38

COX AND KINGS INDIA LTD 3.34

Others 58.05

Total 100.00

Top 10 holdings as on July 30, 2010

Sectoral Allocation as on July 30, 2010

Sector Percentage (%)

Services 16.56

Healthcare 12.90

Technology 11.06

Financial 10.67

Automobile 7.37

Energy 5.59

Diversified 5.47

Communication 3.95

Metals 3.76

Engineering 3.67

Construction 3.22

FMCG 1.47

Chemicals 1.28

Others 6.97
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Wiseinvest in the News
Article of our CEO published in Dalal Street - August 29, 2010.
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Data as on August 27, 2010

EQUITY FUNDS

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 any of the  branches to avail of this free service.

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.

Hybrid: Equity Oriented
Birla Sun Life 95 Feb-95 2.90 11.60 16.08 26.68 26.79 14.75 20.29

HDFC Prudence Jan-94 3.81 11.66 19.96 39.74 32.01 18.12 23.50

Reliance Regular Savings Balanced May-05 4.08 12.46 17.22 30.92 31.43 21.39 17.66

Dividends declared by equity and equity-oriented funds during

the month of August 2010
  Scheme name Date Dividend declared  in Rs. Per unit

Birla SL Advantage Fund (D) 06/08/2010 7.00

Birla SL Frontline Equity -A (D) 06/08/2010 1.25

SBI Magnum Contra Fund (D) 13/08/2010 3.50

Sahara Star Value Fund (D) 16/08/2010 1.00

ICICI Pru Dynamic Plan (D) 20/08/2010 1.00

ICICI Pru Growth (D) 20/08/2010 1.00

Tata Life Science  & Tech Fund (D) 20/08/2010 2.00

Taurus Infrastructure (D) 20/08/2010 1.00

Birla SL (I) Opportunities (D) 27/08/2010 1.25

Birla Sun Life MNC Fund (D) 27/08/2010 5.25

ICICI Pru Infrastructure (D) 27/08/2010 0.50

Tata Equity P/E Fund (TO-A 5%) (D) 27/08/2010 1.50

Tata Equity P/E Fund (TO-B 10%) (D) 27/08/2010 1.50

Axis Tax Saver Fund (D) 31/08/2010 1.00

Sector, Specialty & Tax Saving
Canara Robeco Infrastructure Nov-05 3.03 9.40 16.86 20.70 20.06 10.47 —

DSPBR T.I.G.E.R. Fund May-04 3.85 13.45 17.09 23.13 18.32 8.59 23.00

ICICI Prudential Infrastructure Fund Aug-05 -0.86 8.52 9.59 13.02 10.50 11.07 —

DSPBR World Gold Fund Aug-07 3.70 5.49 17.03 24.75 18.18 — —

Reliance Banking May-03 7.38 20.28 35.33 59.20 43.49 28.10 26.73

Reliance Diversified Power Sector Apr-04 0.71 9.08 11.75 20.27 20.99 20.43 34.11

Canara Robeco Equity Tax Saver Mar-93 3.95 12.23 22.19 34.99 36.81 20.16 23.71

SBI Magnum Taxgain Scheme 93 Mar-93 0.27 10.20 9.98 20.39 15.84 7.66 17.52

Sundaram BNP Paribas Taxsaver Nov-99 1.17 12.35 12.24 17.06 18.82 14.51 21.41

Midcap & Smallcap
Birla Sun Life Mid Cap Plan A Oct-02 3.53 14.26 16.99 33.41 28.67 14.21 23.51

IDFC Premier Equity Plan A Sep-05 6.42 22.90 27.31 49.12 33.55 25.62 —

Principal Emerging Bluechip Fund Oct-08 4.38 14.21 17.57 42.81 — — —

Sundaram BNP Paribas Select Midcap Jul-02 4.92 17.78 19.17 37.36 29.32 16.96 25.62

Sundaram BNP Paribas S.M.I.L.E. Jan-05 2.23 14.63 18.25 27.60 27.40 20.14 21.95

*Absolute ** Annualized.

Debt Oriented & Liquid Plus Funds
  Funds Launch 1 Week* 1 Month* 3 Months*6 Months*1 Year* 2 year** 3 Year**

Birla Sun Life Dynamic Bond Ret Sep-04 0.1705 0.3143 0.9352 2.9174 6.1397 9.4704 9.9853

Fortis Flexi Debt Reg Sep-04 0.1853 -0.0612 0.3358 2.0432 4.3431 11.3286 10.6939

Templeton India Short-term Income Ret Jan-02 0.129 0.2981 1.0946 3.1813 7.3072 10.4725 —

Templeton India Income Opportunities Dec-09 0.1198 0.275 1.2829 4.1347 — — —

Fortis Money Plus Reg Oct-05 0.105 0.453 1.3333 2.4856 4.8518 6.7192 —

Kotak Floater LT Aug-04 0.0999 0.4314 1.3323 2.56 5.0272 6.4939 —

  Fund Launch 1-Month* 3-Month* 6-Month* 1-Year* 2-Year** 3-Year** 5-Year**

Canara Robeco MIP Apr-01 0.6917 2.5363 6.0405 9.0378 14.0137 9.9438 13.1225

HDFC MIP LTP Dec-03 1.4362 4.5163 7.6898 14.0788 18.1805 12.5528 13.0007

Reliance MIP Dec-03 1.008 3.7063 6.3347 12.8308 20.3255 15.001 12.522

Principal MIP Plus Dec-03 0.2705 2.3777 3.5172 7.0885 10.4347 10.8895 10.0251

MIPDiversified
  Fund Launch 1-Month* 3-Month* 6-Month* 1-Year* 2-Year** 3-Year** 5-Year**

Birla Sun Life Frontline Equity Plan A Aug-02 1.59 10.62 13.25 24.67 23.95 14.40 24.65

Canara Robeco Equity Diversified Sep-03 2.75 10.98 19.11 30.81 29.13 16.44 20.47

DSPBR Top 100 Equity Reg Feb-03 2.43 9.56 11.95 21.70 19.83 14.87 25.34

DWS Alpha Equity Regular Jan-03 3.24 12.23 15.22 21.20 14.64 11.53 22.26

DWS Investment Opportunity Regular Jan-04 3.03 11.71 14.76 24.40 14.67 12.73 23.30

Fidelity India Special Situations Apr-06 1.98 11.86 17.79 30.19 20.32 10.25 —

Franklin India Prima Plus Sep-94 3.77 13.84 15.28 28.05 21.04 11.94 22.38

HDFC Equity Dec-94 4.59 15.57 22.78 42.39 32.86 18.87 26.83

HDFC Top 200 Sep-96 3.08 13.01 18.45 29.72 27.40 19.00 26.82

ICICI Prudential Focused Bluechip May-08 1.31 11.97 16.18 28.13 27.15 — —

ICICI Prudential Discovery Jul-04 1.84 11.71 18.24 41.90 37.90 21.67 21.80

Kotak 30 Dec-98 1.20 11.26 13.33 21.06 13.53 10.25 20.36

Kotak Opportunities Fund Aug-04 4.61 14.55 17.80 27.85 18.21 13.99 22.41

Reliance Equity Opportunities Mar-05 4.25 17.09 26.42 54.80 34.74 16.86 24.08

Reliance Growth Oct-95 2.35 10.75 15.89 31.25 23.35 16.65 24.21

Reliance Regular Savings Equity May-05 2.69 13.39 15.42 31.07 25.24 22.42 25.49

Reliance Vision Oct-95 1.52 11.23 14.16 26.71 21.91 9.71 21.49

Religare Contra Mar-07 1.26 9.80 11.32 25.23 29.76 14.03 —

SBI Magnum Sector Umbrella - Contra Jul-99 1.11 11.61 10.83 19.22 19.00 11.04 22.04

SBI Magnum Multiplier Plus 93 Feb-93 1.83 13.64 18.36 30.54 22.07 11.23 22.64

Sundaram BNP Paribas Select Focus Jul-02 0.95 11.13 12.39 17.15 11.72 10.58 21.59

Tata Equity PE Fund Jun-04 1.32 8.30 12.02 27.10 22.87 15.82 22.23

Tata Select Equity Fund Apr-01 3.56 12.22 15.09 29.94 20.46 6.22 19.16
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Efficient Market Hypothesis Under Siege

There are many theories that challenge the EMH, but the one that stands out is 
the Adaptive Market Hypothesis (AMH). The AMH offers an opportunity for 
behavioral finance to become an integrated theory. The theory goes that 
behavior is not intrinsic; instead, it depends on the surrounding environment 
and evolves by natural selection.

The AMH, as proposed by Andrew Lo, is a theory that expectations about 
market conditions are based in somewhat imperfect perceptions of how recent 
events might affect the future, and with less than perfect rationality. Further, it 
says that  market participants are not always perfectly rational. Though they 
are driven by the competition, they often learn from bad decisions. Therefore, 
to survive, one has to constantly innovate. 

The effectiveness of different philosophies and strategies such as value, 
growth and arbitrage during certain time periods proves that it is indeed 
possible for investors to get above-market returns. The AMH further states 
that although there are long periods of stability, there may be several periods 
of instability. When this happens, only those who can adapt quickly will 
survive and grow. 

The AMH recognizes complex market dynamics, cycles, trends, panic and 
crashes as a part and parcel of the normal market behaviour.  Besides, the level 
of success that one achieve from one's investment strategy depends on factors 
such as ever changing business environment, new entrants as well as existing 
players exiting the market, availability as well as magnitude of the 
profitability.

One such example in Indian markets is the government's recent decision to 
increase non-promoters holdings in Indian companies. In a move that could 
deepen the Indian stock market, the minimum threshold level of public 
holdings has been raised to 25 per cent for all listed companies. This will 
provide more opportunities to investors in different categories to increase 
their stake in the stock market. 

No doubt, inspite of being a relatively new theory, the acceptability of AMH 
among the market players is on the rise. However, its implications are not yet 
fully known. The fact remains that markets are neither perfectly efficient nor 
completely inefficient. Besides, there have not been any consistent evidences 
of out-performance by a large number of active fund managers as well as any 
correlation between strong performances from one period to another one. 

As is evident, the AMH seems to have an edge over the EMH. Though the 
EMH remained a widely accepted theory for couple of decades, market 
inefficiencies arising from behavioral biases make markets oscillate away 
from the EMH. Today's markets are highly complex and dynamic and hence 
susceptible to chaos. Besides, the investment environment itself is ever 
changing. In Lo's own words, fixed rules that ignore changing environment 
will always have unintended consequences: those enacted in the aftermath of 
crisis may be too severe during normal times, and those repealed after long 
periods of prosperity may lead to future excesses. He further adds that the only 
way to break this vicious circle is to recognize its origin- adaptive behavior- 
and design equally adaptive regulations to counterbalance human nature.

(This article written by our CEO was published in Business and 
Management Chronicle - September 2010).

The Efficient Market Hypothesis (EMH) was developed by Professor Eugene 
Fama at the University of Chicago in the early 1960s. In his classic paper, 
Fama defined market efficiency as the state where security prices reflect all 
available information. Burton Malkiel, a well known proponent of the general 
validity of EMH has defined the capital market to be efficient if it fully and 
correctly reflects all relevant information in determining security prices. 
According to him, formally the market is said to be efficient with respect to 
some information set, if security prices would be unaffected by revealing that 
information to all participants. The efficiency with respect to an informational 
set implies that it is impossible to make profits by trading on the basis of that 
information. 

The most important consequence of the EMH is that it is impossible for 
investors to consistently beat the markets on a risk adjusted basis. In fact, 
proponents of the EMH propagate that it is futile to even attempt to beat the 
market. That's because stock prices reflect everything that can be considered 
or known about the prospects of a stock. The hypothesis also assumes that 
only a random chance may allow a specific portfolio to perform better than the 
markets. 

The forms of an efficient stock market have been described as weak, semi 
strong and strong. While in the weak form no relationship exists between prior 
and future stock prices, in the semi strong version the stock prices adjust 
quickly to new data. In the strong form, stock prices reflect all public and 
private information. No group has access to information that would enable it 
to earn superior risk adjusted returns.

In the recent times, the EMH has been receiving mixed reactions making it a 
highly controversial and disputed theory. In fact, the EMH has been a subject 
of intense debate between academics and the finance professionals. As is 
evident, the EMH propagates passive investment strategy wherein investors 
should not make any attempt to beat the market. However, there have been 
investors such as Peter Lynch, Warren Buffett, George Soros, and Bill Miller 
who convincingly beat the markets for long periods of time thereby 
contradicting the EMH which clearly implies that no such opportunities exist 
in the market place. Even in the mutual fund arena, both international and 
domestic, there have been many fund managers, who have outperformed the 
stock markets over the medium to longer term horizon.

There have been instances that have corroborated the fact that stock prices can 
deviate from their fair values. One such example is a fall of more than 20 per 
cent in Dow Jones in a single day in 1987. There have been such instances in 
Indian stock markets too. In addition, the stock market behavior in different 
parts of world over different time periods proves that markets are after all not 
“efficient”. Moreover, investors do not always make rational choices and 
investments. Besides, there are several stock market anomalies that contradict 
the EMH.

The recent global financial crisis raised serious doubts about the EMH. While 
the noted market strategist Jeremy Grantham held the EMH responsible for 
the crisis, a few others have found serious flaws in the theory. However, Fama 
himself felt that the markets were a casualty of the recession and not the cause 
of it. 
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Highlights of Direct Taxes Code Bill, 2010

? Separate threshold exemption limits for men and women done away 

with. Common threshold limit of Rs. 2,00,000. For resident senior 

citizens, threshold increased from Rs. 2,40,000 to Rs. 2,50,000.

? HRA exemption restored.

? Employer's contributions to NPS (not exceeding 10% of salary), to 

approved superannuation fund (no limit - limit of 1,00,000 done away 

with), to approved PF (not exceeding 12% of salary), interest credited to 

approved fund not to be included in salary.

? Only actual rent from house property to be taxed. Present system of 

taxing notional value called 'annual value' proposed to be done away 

with.

? Interest on loan taken to repay housing loan deductible in calculating 

income from house property. This is in line with judicial interpretations.

? Rent received in arrears to be included in the year of receipt, whether 

person is owner of property or not, after allowing 20% deduction 

towards repairs & maintenance.

? Consideration received from transfer of carbon credits to be taxed as 

business income.

? Remission or cessation of any liability by way of loan / deposit /

advance / credit to be taxed as business income.

? Scientific Research and Development in house facility expenses - 

weighted deduction proposed to be increased from 150% to 200%.

? Transfer of land of a sick industrial company made under a scheme 

sanctioned under section 18 of SICA where such company is being 

managed by worker's co-operative not to attract capital gains tax.

? Reverse mortgage under notified scheme to continue to be exempt from 

capital gains tax.

? Exemption for long-term capital gains from equity shares/units of equity 

oriented mutual funds retained. STT to be retained.

? Short-term capital gains (where equity shares / units are held for 1 year or 

less) - deduction of 50% to be are allowed and balance 50% taxed. 

Likewise short-term capital loss to be scaled down by 50%.

? Deduction for interest on housing loan / loan taken for repair or 

renovation of house property upto limit of Rs. 1,50,000 in respect of one 

house property not let out. No deduction for re-payment of principal 

under the Code.

? Limit for tax audits for professionals increased from Rs. 15 lakhs to Rs. 

25 lakhs. Limit for tax audit for business increased from Rs. 60 lakhs to 

Rs. 1 crore.

? Amount received by employee from NPS trust is tax-free. Thus, NPS 

which is taxed on EET basis is proposed  to be made EEE (Exempt-

Exempt-Exempt) for employees.

? MAT rate - Increased from 15% of book profits to 20%. MAT Credit 

carry forward period increased from 10 years to 15 years.

? DDT on dividend of domestic company - 15%.

? DDT on income distributed by mutual fund/life insurance to unitholder / 

policy holder - 5%.

? Wealth tax - threshold increased from Rs. 30,00,000 to Rs. 1 crore. Tax 

rate will be 1% of net wealth in excess of Rs. 1 crore.


