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Mumbai: Wealth managers are
increasingly asking investors
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A passively-managed fund, by
contrast, simply follows a mar-
ket index, like the Sensex or Nif-

ty. Its fund manager does not ta-
ke any active investment deci-
g1on,

Over the last one year, index
funds have outperformed active-
ly-managed fund categories. Ac-

it difficult for them to generate
alpha, prompting investors to lo-
ok at passive funds.

Beating Volatilit

Wealth managers say index funds could be good for first-time investors given their simplicity and low cost

Index Funds’ OQutperformance Over
Large-cap Peers Boosts Their Appeal
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Sink as Trade
Optimism
Fades

UNDERPERFORMANCE MAY CONTINUE FOR AWHILE

Should You Jump
Onto Index Next 50s
Bandwagon Now?
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Earlier many such large-cap
funds took exposure to mid- and
small-cap stocks and generated
alpha.

“Werecommend indexfundsas
an alternative to large-cap

where between 0.05% and 1%.
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to Find, Funds
Stay Focused

START YOUR MUTUAL FUND JOURNEY
WITH HDFC TOP 100 FUND.
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IMPACT OF MSCIINCREASING WEIGHT OF CHINA A-SHARES IN IT5 GLOBAL BENCHMARKS

MSCI EM-Tracking Funds in India
may See $3.8-b Outflow: Goldman

If the inclusion factor is 20%,
the weightage of these stocks
could come down by 0.4% to

Our Bureau

Largest Likely Outflows
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"The construction SBI ETF SEI_'ISEH Next 50 SENSEX Next 50 TRI 17-5ep-2018

Construction how the brakes were be- UTI Nifty Mext 50 Index Fund NIFTY NEXT 50 - TRI 28-Jun-2018
spending ing slammed on the eco- /)
fell0.6%in  nomy last year” : ” _— , _ EXCHANGE TRADED N :’
December, The Commerce Depart- Despite the Sebi imposed disclaimer their advantage by saying that the FUND Tl Nav
further ment reported construic- that past performance of a scheme is “recent underperformance gives a : J
evidence the tion spending fell 0.6% in not indicative of future performance; good entry option”,
economy lost December further evi- mutual funds continue to launch Just because Nifty Next 50 has
momentum dence the economy lost " . y .
atthetailend momentum at the tailend schemes based on historical returns. outperformed Nifty over the last 10
of 2018 of 2018. For instance, Nifty Next 50 (earlier years, investors should not assume

The technology index
dropped 0.49%, Thebiggest hitcameas
health stocks tumbled 0.94%, led by he-
alth insurers UnitedHealth and Cigna.
The S&P 500 breached 2,800 twice last
week, before finally closing above that
mark on Friday for the first time since
November 8.

"Right above the 2,800 level iz a signi-
ficant amount of resistance. Above
this level is free air, above it isa return
tothe highs,” said Antonelli.

At 2210 IST, the Dow Jones Industrial
Average was down 159.37 points, or
0.61%, at 25,866.95, the S&P 500 was
down 12.13 points, or 0.43%, at 2,791.56
and the Nasdag Composite was down
35.73 points, or 0.47%, at 7,559.63.

The trade optimism and a dovish Fe-
deral Reserve has spurredastrongrun
in stocks, The S&P 500 has surged abo-
ut 1% this yvear and is now about 5%
away from its September 20 record clo-
sing high.
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known as Nifty Junior) has generated
better returns than Mifty in last 5 and
10 years. While Nifty has generated a
CAGR of 12% and 15% during the last

5 and 10 year time periods, the same
was 17% and 22% for Nifty Next 50.
And naturally, mutual funds continue
to launch Next 50 schemes highlighting
the fact that it has outperformed Nifty
in the long term. Some mutual funds
have launched schemes based on
Sensex Next 50. (See Next 50 Schemes
Table for recent launches.)

Though new schemes are being
launched against Next 50 indices,
the performances have started
deteriorating. For instance, Nifty
Mext 50 has generated a negative
return of 8% during the last one year
compared to 4% return by Nifty.
Mutual funds also try to spin this to

PIYUSHGUPTA
Chief Executive Officer, DBS

that the same will get repeated in
future. And as visible from the Next
50/ Nifty 50 Ratio Chart, Next 50
underperformed Nifty during the
previous 10 year period. While Nifty
generated a CAGR of 10% between 1st
March 1999 and 1st March 2009, Next
50's CAGR was only 8%.
Rising ratio means Mext 50 is

putperforming Nifty during that
period and falling ratio means Next
50 is under performing Nifty during
that period. That means, the possible
outperformance of Next 50 depends on
where this ratio is placed now. Despite
the recent under performance, the Next
50/ Nifty 50 ratio is still placed above
the long-term average and therefore,
this underperformance may continue in
medium term.

— Narendra Nathan

GST Has Had a Positive Impact,
SMEs Nationally Competitive Now

DBS Bank became the first major
international bank to locally
incorporate itsoperationsfrom
being a branch. Technology has

of foreignbanks don't wanttogo Everybody | spoketosaidthe
deep and hence don't need the
distribution. If you want tostick
toalarge corporate banking and
cross border business, thena

last few months have been
fantastic. But! think we need to
find the right supply chains. In

government squeezed pay-

changed bankinginthe four

ments, 50 you need tofind the

the last cycle, anybody anchored
inthe government supply chain
suffered a lot more because the

NIFTY50 ETF

The simplest way to invest
In the stock market

An expert selection

of India’s finest

50 companies

<

Start with smaller
amounts too - even at
T 1150* per unit

Easy to buy, easy to sell,
just call your
SEBI registered broker

years it took DBS toget the subsidiary isnot helpful. Our rightvertical chain. The larger

licence. In aninterview with Joel agenda for most of the : smaller companies are getting = =

Rebello and MC Govardhana Asian countriesis to y integrated withthe global Cost efficient : lower
Rangan, DBS'CEOPiyushGupta  buildadeepand ' supply chainsand buying from

says India could well bethe embeddedfranchise. | our coremarkets like Singapore, mana gE ment c h ar gES

laboratory where acombination China, Vietnam, Indonesia.

of digital and physical wouldbe  What is your 50, alot of the trade flows are
experimented. Edited excerptss  reading of the fallinginour ambit whichisa
SME business massive advantage for us. Qur
DBSis the only major foreign right now? higgest growth iscoming from
bank which has adopted this | think the large, India-Taiwan corridor because N l FTY
Wo5 (wholly-owned small and medium they need to build a supply chain E T F
subsidiary) model. Why did companies have been | here,
you choose this route? pasitively impactedby

Continued on »»

Distribution. We operate asa Money Matters

subsidiary ineverycountry —
China, Indonesia, Hong Kong and
Taiwan. [tgives you the capacity
toscaledistribution and become
like alocal. Only when the laws
changeddid itbecome inter-
esting for ustosubsidiarise. A lot

GST. They find moving
to the formal system
helpful. They are now
nationally competitive,
cansell anywhere, the octroi
processissimplified,soa
lot of customers we
spoke toare bullish.

Exchange Traded Fund
"NIFTY ETF units are available at approx. 1/100" and 1/10" of NIFTY50 index value.
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