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EQUITY OUTLOOK FROM CIO’S DESK

After a strong showing in the first two months of the quarter, markets went in to a correction mode in March.
The two most important eventsςthe results of the 5 state elections and the Union Budgetςfailed to provide
any positive triggers for the markets.

The results of the five state elections were critical from several standpoints. One, these were politically the
most important states going into elections before the mega general elections in 2014. Coming as they were
right in the middle of the current term of UPA 2, a better showing, especially in the politically important state
of Uttar Pradesh (UP) would have enhanced the ƎƻǾŜǊƴƳŜƴǘΩǎpolitical capital that it so desperately needs.
Secondly, it was also the first test for young Rahul Gandhi, who had taken upon himself the task of
spearheading the CongressǇŀǊǘȅΩǎpolitical revival and relevance in the important north Indian state of Uttar
Pradesh. But the results were clearly disappointing for the Congress. It managed to win only two of the five
statesςManipur, and Uttarakhand (albeit with a slim majority) and lost in Goa to BJP (its main political rival)
and Punjab though it was expected to benefit there from anti-incumbency of the ruling SAD-BJP which came
back to power. In UP, the incumbent Mayawati government lost to its main rival the SP who got an absolute
majority, but more importantly, the Congress got a shockingly low 28 seats in the 403 seat assembly. With
this low a number, the Congress had lost the chance of playing king maker. The SP got a resounding victory
winning a clear majority under young Akhilesh Yadav, the well educated son of SP chief Mulayam Singh Yadav.
The larger implication of the state election results is that the current ruling coalition, which is already facing a
difficult situation with most of its current allies, is now politically weaker. It would find it extremely difficult to
pull through any serious reforms unless it is able to get the support of the SP. Unless there is a tacticalάƎƛǾŜ
andǘŀƪŜέΣit remains to be seen whether the SP would like to ally with the government as it would want to
protect its franchise ahead of the 2014 elections.

But amidst the bad news for the current government, a positive trend that continues to reinforce itself in a
series of state elections over the last few years is that the regional local parties which are closer to the ground
and better understand the local issues are better placed. Secondly, governments which have provided good
governance and delivered public goods and better infrastructure have been rewarded (Nitishkumar in Bihar,
Naveen Patnaik in Orissa, Sheila Dixit in Delhi and Narendra Modi in Gujarat to name a few) rather than the
ones which promised freebies and missed touching the aspiration nerve of the electorate. Please do read
ShekharDǳǇǘŀΩǎanalysis of the elections (http://www.indianexpress.com/news/they-just-didnt-get-it-writes-
shekhar-gupta/921063/)

Given this political backdrop, not much was expected from the Union Budget. TheάǇƭŀȅitǎŀŦŜέbudget was
rather a comprehensive revenue raising exercise (and rightly so) as the FM raised taxes across the board with
2% hike in Service tax and executing the complete roll back of the excise cuts given in 2009. What the markets
were looking for was a clear path to fiscal consolidation and theάŎǊŜŘƛōƛƭƛǘȅof the underlyingŀǎǎǳƳǇǘƛƻƴǎέ.
Last year the targeted fiscal deficit was 4.6% of GDP but we ended the year at 5.9% of GDP. Clearly the
subsidy bill was hugely underprovided for fiscal 2011-12. As against the total provision of Rs. 1436 bn the final
subsidy came in at Rs. 2163 bn, 50% higher! The big slip up was in the petroleum fuel subsidy which came in
at Rs. 685 bn v/s a provision of only Rs. 236 bn. At current crude prices, the oil subsidy for FY13, is more likely
to be near Rs 1000 bn vs Rs 436 bn (estimated for FY13) in absence of any retail fuel price increases by the
government.



Equity Outlook FROM CIO’s DeSk

EQUITY OUTLOOK FROM CIO’S DESK

While this year the numbers areάǊŜƭŀǘƛǾŜƭȅmoreǊŜŀƭƛǎǘƛŎέthan last year, unless the fuel prices are adjusted
upwards sharply, given where oil prices are today, we run a risk of overshooting the subsidy bill again.
However in a series of post budget interviews by the FM and several senior functionaries have emphasized
that the government is pretty serious about containing the overall deficit to under 2% of GDP. This is welcome
and the markets will be greatly relieved if the tough long overdue decisions are taken.

What is the probability that the government will take the tough decisions? Well according to us reasonably
high. As I have emphasized in the past, we tend to react only when there is a crisis, that we are άǊŜŀŎǘƛǾŜ
ǊŜŦƻǊƳŜǊǎέand notάǇǊƻŀŎǘƛǾŜǊŜŦƻǊƳŜǊǎέ. Now the time has come. That is why we did not see any mention
(or significant allocation) towards the Food Security Bill. We just ŘƻƴΩǘhave the fiscal space for one more
social sector largesse. I think this year the government will tactically cap or may even reduce the spending on
social sector schemes like NREGA to keep the fiscal deficit in check and open the purse strings next year.

The only next big thing the markets are expecting is a RBI rate cut, enthusiasm for which has also mellowed as
oil prices remain high and inflation is still sticky. But we still believe that if the government has its way it
would want RBI to cut rates as growth will now take political precedence over inflation! If the government has
read the tea leaves right they would realize that youŎŀƴΩǘgo into an election with growth floundering. SoƭŜǘΩǎ
wait and see. In the meantime Darwinism will hold true in markets!

Hiren Ved

Chief Investment Officer
Alchemy Capital Management Pvt. Ltd



D E B T O U T L O O K

March 2012 was eventful month, as all the market participants were focusing on the outcome of Politics,

Policy and Budget. For bond market the outcome was negative. The fiscal deficit for 2011-12 has been revised

to 5.9% from the budget estimate of 4.6%. The fiscal deficit for 2012-13 is estimated at Rs 513,590 Crores

which amounts to 5.1% of the estimated GDP. An unprecedented 93% of the fiscal deficit is to be borrowed

via dated government bonds vs. 83.5% in FY12. This translates into a gross market borrowing of INR 569,000

crores (INR 510,000 crores in FY 12) and a net borrowing of INR 479,000 crores (INR 436,000 crores in FY 12).

As per the borrowing calendar, the Government is planning to borrow Rs.370,000 crores in H1 of FY13 or 65%

of the gross requirement for FY 13, compared to Rs.250,000 crores in the corresponding period last year. The

weekly supply is quite heavy with an average supply of Rs. 150-180 Bn per week. With redemptions of about

Rs. 880 Bn, the net borrowing is in the range of Rs. 2.8Tn, which is about 48% higher compared to the first

half borrowing last year. Further, the maturity pattern is skewed towards the longer end, which may put

pressure on yields at the longer end of the maturity spectrum. As a result of this, the 10 year benchmark yield

closed the month 34 bps higher at 8.54% compared to previousƳƻƴǘƘΩǎclose.

Liquidity remained tight during the month as reflected by record amount of borrowing through LAF window

by banks, on account of advance tax outflows. The average borrowing by banks under LAF window during the

month was higher at Rs. 158,000 crores, compared to Rs. 140,000 crores in the previous month. To ease the

pressure on liquidity RBI further reduced the CRR by 75 bps during the month infusing nearly Rs. 48,000

crores. It also continued with OMO purchases as well, infusing Rs.265 Bn into the system.

On the macro economic data released during the month, WPI index for the month of February 2012 stood at

158.4 implying an annual inflation rate of 6.95%. The February 2012 inflation at 6.95% was higher than

market expectations of 6.75% and lastƳƻƴǘƘΩǎinflation of 6.55%. Primary articles inflation surged to 6.28% in

February 2012 from 2.25%. The increase in Primary articles inflation is attributable to rise in vegetable prices

and protein items. Fuel inflation also fell to 12.83% in February 2012 from 14.21% in the previous month

tracking a favorable base. Supported by high base, the Manufacturing inflation softened to 5.75% in February

2012 compared to 6.49% in the previous month. Core inflation also saw a sharp correction to 5.75% in

February 2012 from 6.67% in January 2012.

In view of all the above events, we feel that short term rates would fall faster than long term rates once

liquidity start flowing back in the system. We strongly suggest investing in short term portfolios to take the

advantage of falling yields. Long term rates are expected to be at elevated levels and would trade in range

8.30% to 8.75%.

Rupesh Nagda

Head – Investments & Products
Alchemy Capital Management Pvt. Ltd



Investment Strategy: The strategy aims to generate long-term returns by investing in equities across market
capitalizations, but with a strong mid-cap bias.
Fund Manager: Mr. Chandraprakash Padiyar is a portfolio manager with over 10 years of research and investing
experience. He is an MBA and CFA by qualification. He started his career in equity research and analysis at UTI Mutual
Fund and later graduated to portfolio manager, managing assets across various equity schemes totaling Rs. 2,500
crores. He has been a portfolio manager with Alchemy since April 2007.

Strategy at a Glance
Category: Equity Diversified
Fund Style: Multi-cap Growth
Type: Open Ended
Launch Date: 08 May, 2002
Benchmark: BSE 500
Min. investment: Rs. 50 lacs

PMS PRODUCT PERFORMANCE

Bright Prospects for a Bright Future

Alchemy High Growth

Portfolio Action: Equity markets took a small breather post a very strong up move during Jan-Feb 2012. Nifty ended
March with a loss of -1.66% and BSE 500 with a loss of -1.4%. FIIs continued to invest money with a net inflow of
$1.4bn while DIIs sold net $670 mn.

March was an eventful month with various state election verdicts most important being the state of UP and the Union
Budget. The Congress party could not make any big headway into the biggest state in India in terms of the number of
legislators it sends to the parliament and hence its position has not improved among the current coalition government.
This is likely to impact government decision making going ahead in terms of reforms, specially subsidy levels will
continue to remain high thereby affecting fiscal deficit of the government.

The Union Budget for FY13, as expected, tried to raise revenues through increase in excise and broadening the service
tax net. However, the key to lowering of fiscal deficit is to reduce the subsidy levels on Food, Fuel and Fertiliser. FY12
the government spent Rs 72,800 cr on Food, Rs 67,200 cr on Fertiliser and Rs 68,500 cr on Fuel subsidies. FY13 with the
current crude prices ruling at $125+ and with currency at Rs 51/$, fuel subsidy itself has a risk of shooting up to close to
Rs 1,00,000 cr thereby affecting the fiscal deficit projection by 25-50 bps incrementally. A consistently high fiscal deficit
coupled with a high current account deficit does not bode well for India and could delay RBI loosening interest rates
aggressively which can in turn delay GDP growth pick up.

Strong FII flows YTD of $6.5 bn (adjusted for block deals) has helped equity markets to perform significantly better than
expectations till date, however if the current political situation or lack of decision making continues in the government
it could impact markets negatively in the short to medium term.

We are focused on companies having healthy balance sheets along with stable growth profile. Our preference for
leaders in the respective sectors/themes have played out well over the past few years and expect the trend to
continue going ahead.

Overall we expect FY13 to be a year of stock picking with markets mostly range bound and better performing
companies being rewarded for their consistent performance. We expect to continue to outperform the benchmark
indices going ahead and deliver strong absolute returns over the long term.



PMS PRODUCT PERFORMANCE

Alchemy High Growth
Bright Prospects for a Bright Future

* From inception of product (08 May, 2002)

Note: ¢ƘŜ ŀōƻǾŜ ǊŜǘǳǊƴǎ ŀǊŜ ŦƻǊ ŀ ƳƻŘŜƭ ǇƻǊǘŦƻƭƛƻΤ ǘƘŜ ƛƴǾŜǎǘƻǊΩǎ ŀŎǘǳŀƭ ǇƻǊǘŦƻƭƛƻ Ƴŀȅ ŘƛŦŦŜǊΦ

* CAGR as on 31 Mar, 2012



PMS PRODUCT PERFORMANCE

Alchemy High Growth
Bright Prospects for a Bright Future

TOP SECTORS (%) MARKET CAP ALLOCATION

RATIO ANALYSIS

Parameter

Alchemy High 
Growth  
(since 

inception)

Benchmark   
(since 

inception)

Std. Dev. 23.8% 25.8%

Sharpe 0.81 0.39

Beta 0.77 1

Period
Alchemy High 

Growth
Benchmark

6 Month 6.4% 5.9%

1 Yr 5.7% -9.1%

3 Yr 23.7% 24.3%

5 Yr 5.7% 6.4%

Since 
Inception

28.3% 19.0%

PERIODIC RETURNS

As on 31 Mar, 2012



Investment Strategy: The strategy aims to generate long-term returns by investing in large-cap equities.

Fund Manager: Mr. Chandraprakash Padiyar is a portfolio manager with over 10 years of research and investing
experience. He is an MBA and CFA by qualification. He started his career in equity research and analysis at UTI Mutual
Fund and later graduated to portfolio manager, managing assets across various equity schemes totaling Rs2,500
crores. He has been a portfolio manager with Alchemy since April 2007.

Strategy at a Glance
Category: Equity Diversified
Fund Style: Large-cap Growth
Type: Open Ended
Launch Date: 21 Dec, 2006
Benchmark: S&P CNX Nifty
Min. investment: Rs50 lacs

PMS PRODUCT PERFORMANCE

Quest for the Best

Alchemy Leaders

Portfolio Action: Equity markets took a small breather post a very strong up move during Jan-Feb 2012. Nifty ended
March with a loss of -1.66% and BSE 500 with a loss of -1.4%. FIIs continued to invest money with a net inflow of
$1.4bn while DIIs sold net $670 mn.

March was an eventful month with various state election verdicts most important being the state of UP and the Union
Budget. The Congress party could not make any big headway into the biggest state in India in terms of the number of
legislators it sends to the parliament and hence its position has not improved among the current coalition government.
This is likely to impact government decision making going ahead in terms of reforms, specially subsidy levels will
continue to remain high thereby affecting fiscal deficit of the government.

The Union Budget for FY13, as expected, tried to raise revenues through increase in excise and broadening the service
tax net. However, the key to lowering of fiscal deficit is to reduce the subsidy levels on Food, Fuel and Fertiliser. FY12
the government spent Rs 72,800 cr on Food, Rs 67,200 cr on Fertiliser and Rs 68,500 cr on Fuel subsidies. FY13 with the
current crude prices ruling at $125+ and with currency at Rs 51/$, fuel subsidy itself has a risk of shooting up to close to
Rs 1,00,000 cr thereby affecting the fiscal deficit projection by 25-50 bps incrementally. A consistently high fiscal deficit
coupled with a high current account deficit does not bode well for India and could delay RBI loosening interest rates
aggressively which can in turn delay GDP growth pick up.

Strong FII flows YTD of $6.5 bn (adjusted for block deals) has helped equity markets to perform significantly better than
expectations till date, however if the current political situation or lack of decision making continues in the government
it could impact markets negatively in the short to medium term.

We are focused on companies having healthy balance sheets along with stable growth profile. Our preference for
leaders in the respective sectors/themes have played out well over the past few years and expect the trend to
continue going ahead.

Overall we expect FY13 to be a year of stock picking with markets mostly range bound and better performing
companies being rewarded for their consistent performance. We expect to continue to outperform the benchmark
indices going ahead and deliver strong absolute returns over the long term.
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Quest for the Best

Alchemy Leaders

Note: ¢ƘŜ ŀōƻǾŜ ǊŜǘǳǊƴǎ ŀǊŜ ŦƻǊ ŀ ƳƻŘŜƭ ǇƻǊǘŦƻƭƛƻΤ ǘƘŜ ƛƴǾŜǎǘƻǊΩǎ ŀŎǘǳŀƭ ǇƻǊǘŦƻƭƛƻ Ƴŀȅ ŘƛŦŦŜǊΦ

* From inception of product (21 December, 2006)

* CAGR as on 31 Mar, 2012
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TOP SECTORS (%)

RATIO ANALYSIS

MARKET CAP ALLOCATION

Quest for the Best

Alchemy Leaders

Parameter
Alchemy Leaders  
(since inception)

Benchmark   
(since inception)

Std. Dev. 21.1% 29.3%

Sharpe -0.07 -0.09

Beta 0.63 1

Period Alchemy Leaders Benchmark

6 Month 4.7% 7.1%

1 Yr -3.6% -9.2%

3 Yr 18.3% 20.6%

5 Yr 6.3% 6.7%

Since 
Inception

7.4% 6.3%

PERIODIC RETURNS

As on 31 Mar, 2012



W E A L T H M A N A G E M E N T

Wealth Insight

After a strong show in the first two months of the quarter, markets went in to a correction mode in March.
The two most important eventsςthe results of the 5 state elections and the Union Budgetςfailed to provide
any positive triggers for the markets.

The results of the five state elections were critical from several standpoints. Coming as they were right in the
middle of the current term of UPA 2, a better showing, especially in the politically important state of Uttar
Pradesh (UP) would have enhanced theƎƻǾŜǊƴƳŜƴǘΩǎpolitical capital that it so desperately needs.
Equity markets witnessed positive inflow from FIIs to the tune of $ 1.4 bn making their YTD tally more than $
6.5 bn (adjusted for block deals). DIIs sold equities worth of $ 670 mn for the month on account of concerns
regardingLƴŘƛŀΩǎdeteriorating twin deficits and macro economic condition.

Equity markets across world showed mixed signs. Emerging markets (Brazil, India, China) posted negative
returns for the month on domestic macro concerns where as Developed markets (US, Japan) were in positive
territories due to positive news and increased optimism amongst investors. In India, rate sensitive sectors
were worst hit despite of RBI injecting liquidity in the system by reducing CRR rate by 75 bps making CRR at
4.75%. This can be attributed to not so exciting United Budget.

Not much was expected from the Union Budget on backdrop of UPAƎƻǾŜǊƴƳŜƴǘΩǎlacklustre performance in
state elections. TheάǇƭŀȅitǎŀŦŜέbudget was rather a comprehensive revenue raising exercise (and rightly so)
as the FM raised taxes across the board with 2% hike in Service tax and executing the complete roll back of
the excise cuts given in 2009. What the markets were looking for was a clear path to fiscal consolidation and
theάŎǊŜŘƛōƛƭƛǘȅof the underlyingŀǎǎǳƳǇǘƛƻƴǎέ. Last year the targeted fiscal deficit was 4.6% of GDP but we
ended the year at 5.9% of GDP. Clearly the subsidy bill was hugely underprovided for fiscal 2011-12. As
against the total provision of Rs. 1436 bn the final subsidy came in at Rs. 2163 bn, 50% higher! The big slip up
was in the petroleum fuel subsidy which came in at Rs. 685 bn v/s a provision of only Rs. 236 bn. At current
crude prices, the oil subsidy for FY13, is more likely to be near Rs 1000 bn vs Rs 436 bn (estimated for FY13) in
absence of any retail fuel price increases by the government.

While this year the numbers areάǊŜƭŀǘƛǾŜƭȅmoreǊŜŀƭƛǎǘƛŎέthan last year, unless the fuel prices are adjusted
upwards sharply, given where oil prices are today, we run a risk of overshooting the subsidy bill again.
However in a series of post budget interviews by the FM and several senior functionaries have emphasized
that the government is pretty serious about containing the overall deficit to under 2% of GDP. This is welcome
and the markets will be greatly relieved if the tough long overdue decisions are taken.

For bond markets, budget had nothing specific to offer and was negative in terms of huge borrowing program
of government. As per the borrowing calendar, the Government is planning to borrow Rs.370, 000 crores in
H1 of FY13 or 65% of the gross requirement for FY 13, compared to Rs.250, 000 crores in the corresponding
period last year. The weekly supply is quite heavy with an average supply of Rs. 150-180 Bn per week. With
redemptions of about Rs. 880 Bn, the net borrowing is in the range of Rs. 2.8Tn, which is about 48% higher
compared to the first half borrowing last year.

Further, the maturity pattern is skewed towards the longer end, which may put pressure on yields at the
longer end of the maturity spectrum.



As a result of this, the 10 year benchmark yield closed the month 34 bps higher at 8.54% compared to
previousƳƻƴǘƘΩǎclose.

Liquidity continues to remain tight on backdrop of advance tax outflows, CD rollover by banks. To ease
pressure, RBI reduced CRR by 75bps during the month thereby infusing Rs. 48,000 crores in the system. We
believe that in the month of April, liquidity will start easing out and short term rates will moderate from the
highest level of 11.15% (3 month CD) crossed in Mid-March.

We expect long term rates to trade in range of 8.30% to 8.75% due to heavy borrowing calendar of
government in H1 FY 2012 ς13. Last month, issues of the long term securities got devolved due to lack of
investor demand and tight liquidity. RBI needs to infuse liquidity in order to satisfy borrowing needs of
government to the fullest.

Thus, Short term rates will fall steeply as compared to long term rates once RBI starts cutting interest rates.
Important event to look out for it would be w.LΩǎmonetary policy review meeting on 16th Apr 2012. Also,
how inflation rate pans out in coming months will determine w.LΩǎstance on interest rates. We strongly
suggest investing in short term portfolios to take the advantage of falling yields.

In Union budget, import tax on Gold was increased to 4% on standard gold and 10% on non standard gold
from 2% and 5% respectively. Also, they introduced excise duty on branded jewellery. 1% tax collection at
source is introduced on cash purchase of gold/ jewellery more than Rs. 2 lacs. Government thinks that these
measures are necessary for curbing current account deficit as import of gold constitutes major part ofLƴŘƛŀΩǎ
overall imports. To protest these moves, gold jewellers in country went on unprecedented strike of more than
21 days. Recently, strike ended once Finance minister assured them of roll back of some of the measures.

RBI too, introduced stricter capital requirements and LV ratios for gold loan lending companies.

Gold fell by 1.8% during the month on backdrop of above mentioned events. On long term basis, gold would
continue to remain strong and attractive. We believe that gold is going to be firm and post new highs in
coming times.

In our view, the tight liquidity scenario prevailing in the money markets and, the visible slowdown in
economic growth should give the RBI enough room to start lowering interest rates soon. We continue to
expect RBI to reverse the interest rate cycle as early as April-June quarter. We also expect inflation to slow
down going ahead which should allow the RBI to cut rates aggressively over the next 12-18 months period.
This should drive positive sentiment on earnings growth and the markets going ahead with continued upward
momentum on the back of strong global liquidity. Long term investors should use any significant decline in the
market to increase their equity exposure as we believe equities will likely outperform all asset classes in 2012.

Key risks that we foresee for Indian markets going forward are rebound in the inflation numbers, rise in crude
prices, continued high interest rates, tight liquidity condition and delay in implementing reform process due
to political instability. In short we believe that asset allocation should consider cautious call on equities. Debt
seems favorable as the carry yields are very high. Gold outlook is positive to maintain some allocation into it.

W E A L T H M A N A G E M E N T



Year 2012 like we have witnessed so far can turn up to be a year full of surprises. We believe markets, be it
equity, fixed income or commodities tends to be volatile and keep throwing opportunities with equal risks.
Prudent investment strategy is to follow asset allocation process. We are of firm belief that one can ride any
market crisis if he religiously follows the asset allocation while planning his or her investments. Based on our
understanding of different asset classes we suggest following asset allocation for different profiles:

Asset Allocation strategy for Conservative profile:

The objective is to conserve the capital along with growth at optimal returns i.e. better then bank deposit. We
recommend an asset mix of 10% in Equities, 10% in Gold and 80% in Debt. Equity allocation should be strictly
in large cap funds and diversified funds with better risk management approach. The equity allocation should
be staggered over six months to ride the volatility. Debt allocation is through the mix of short term debt
portfolios and dynamic bond funds. We expect yields to be range bound between 8.15% to 8.60% and short
term yield would be at elevated levels due to tight liquidity. We expect short term yields to fall from these
levels over next 1-2 months as RBI pausesƛǘΩǎtightening cycle in terms of policy rates and hence done major
allocation in short term and medium term funds. 30% is allocated to dynamic bond funds to capture the any
fall in long term bond yields. High inflation could be a risk to interest rates. We have allocated 10% in Gold
which is considered as the best hedge against inflation and a safe haven in turbulent times.

Asset allocation strategy for Moderate profile:

The objective of Moderate portfolio is to generate optimal rate of return with medium risk. We recommend
an asset mix of 40% in Equity, 10% in Gold and 50% in Debt. Equity allocation should be diversified in products
carrying less risk and it is prudent to stagger over next six months. We have allocated 20% to large cap equity
funds and 30% in diversify equity funds. Debt allocation is through the mix of short term debt portfolios and
dynamic bond funds. We expect yields to be range bound between 8.15% to 8.60% and short term yield
would be at elevated levels due to tight liquidity.

W E A L T H M A N A G E M E N T

Asset Class Conservative Moderate Aggressive

Debt 80 50 20

Equity 10 40 70

Gold 10 10 10

Short term fund 40 30 10

Dynamic Funds 30 20 10

Gilts 0 0 0

Hybrid 10 0 0

Gold 10 10 10

Large Cap Equity 5 20 20

Diversified funds 5 20 30

Mid cap equity 0 0 20

Themetic equity 0 0 0

Total 100 100 100

Sub Asset Allocation

Asset Allocation

Asset Class Conservative Moderate Aggressive

FMPs 30 20 0

Short term bond strategy 30 20 10

Bond funds with accrual strategy 10 10 10

Gilts 0 0 0

Hybrid Debt 10 0 0

Gold 10 10 10

Large cap equity fund 5 20 20

Diversified fund 5 20 30

Mid cap & small cap funds 0 0 20

Themetic/Sectorial fund 0 0 0

Total 100 100 100



We expect short term yields to fall from these levels over next 1-2 months as RBI pausesƛǘΩǎtightening cycle
in terms of policy rates and hence done major allocation in short term and medium term funds. High inflation
could be a risk to interest rates. We have allocated 10% in Gold which is considered as the best hedge against
inflation and a safe haven in turbulent times.

Asset Allocation strategy for Aggressive profile:

Our research suggests that equities are poised for better growth in medium to long term. Markets are fairly
valued at this point of time. We recommend asset split of 70% in Equities, 10% in Gold and 20% in Debt.
Under equities, allocation is properly diversified between different styles of investments and themes to bring
in more consistency in the portfolio return. We expect mid and small caps would post better returns going
forward as the valuation gap between CNX Midcap index and Nifty has widen to 450bps, so we have allocated
20% in pure mid and small cap portfolios, 30% in diversified & value strategy and 20% in large cap portfolio.
We recommend investments in equities to be staggered over next six months to ride the market volatility.
Debt allocation should be through and short term debt. We have allocated 10% in Gold which is by far the
best hedge against inflation and considered as safe haven in turbulent times.

Reference Model Portfolio for 100% Equity Profile:

W E A L T H M A N A G E M E N T

As on 31 Mar, 2012 Source: MFI ICRA

1 month 3 months 6 Months 1 Year 3 Years 5 Years 1 month 3 months 6 Months 1 Year 3 Years 5 Years

DSP BlackRock Small and Midcap Fund - Growth 10% -0.17 22.18 2.78 -1.46 38.53 11.32 -0.02 2.22 0.28 -0.15 3.85 1.13

Fidelity Equity Fund - Growth 10% -0.94 13.68 4.55 -6.31 27.92 10.63 -0.09 1.37 0.46 -0.63 2.79 1.06

HDFC Equity Fund - Growth 10% -1.08 19.63 6.63 -7.61 33.92 12.89 -0.11 1.96 0.66 -0.76 3.39 1.29

HDFC Top 200 - Growth 10% -1.21 17.88 7.37 -6.42 29.55 14.00 -0.12 1.79 0.74 -0.64 2.96 1.40

ICICI Prudential Discovery Fund - Growth 10% 0.71 22.57 12.49 0.12 42.50 14.64 0.07 2.26 1.25 0.01 4.25 1.46

ICICI Prudential Focused Bluechip Equity Fund - Ret - Growth 10% -1.93 12.26 7.80 -3.65 29.50 -- -0.19 1.23 0.78 -0.37 2.95 --

Mirae Asset India Opportunities Fund - Reg - Growth 10% -0.49 15.71 7.94 -2.79 35.34 -- -0.05 1.57 0.79 -0.28 3.53 --

Reliance Equity Opportunities Fund - Growth 10% 1.06 21.01 9.08 1.94 39.07 12.33 0.11 2.10 0.91 0.19 3.91 1.23

Tata Equity P/E Fund - Growth 10% -1.72 19.64 10.59 -2.45 30.17 13.95 -0.17 1.96 1.06 -0.25 3.02 1.40

UTI Opportunities Fund - Growth 10% 0.28 13.26 9.57 4.82 30.75 16.69 0.03 1.33 0.96 0.48 3.08 1.67

Total 100% -0.55 17.78 7.88 -2.38 33.73 --

S&P Nifty -1.66 14.52 7.13 -9.20 20.55 6.73 -1.66 14.52 7.13 -9.20 20.55 6.73

CNX Midcap 0.08 26.17 8.70 -4.08 31.26 9.71 0.08 26.17 8.70 -4.08 31.26 9.71

Portfolio Returns (%)Scheme Returns (%)

Aggressive 100% equity portfolio



RECOMMENDED FUNDS

As on 31 Mar, 2012
Source: MFI ICRA

Recommended Funds

Equity Large cap Risk Level Suggested Horizon 1 Months 3 Months 6 Months 1 Year 3 Years 5 Years

Birla Sun Life Frontline Equity Fund - Plan A - Growth Level 5 3 -5 years -0.87 13.81 5.77 -7.58 26.10 10.93

DSP BlackRock Top 100 Equity Fund - Growth Level 5 3 -5 years -1.77 16.59 9.00 -2.08 24.01 12.48

Franklin India Bluechip - Growth Level 5 3 -5 years -1.40 14.25 7.09 -2.66 27.90 11.63

HDFC Top 200 - Growth Level 5 3 -5 years -1.21 17.88 7.37 -6.42 29.55 14.00

ICICI Prudential Focused Bluechip Equity Fund - Ret - Growth Level 5 3 -5 years -1.93 12.26 7.80 -3.65 29.50 --

UTI Opportunities Fund - Growth Level 5 3 -5 years 0.28 13.26 9.57 4.82 30.75 16.69

S&P Nifty -1.66 14.52 7.13 -9.20 20.55 6.73

Equity Diversified Risk Level Suggested Horizon 1 Months 3 Months 6 Months 1 Year 3 Years 5 Years

DSP BlackRock Equity Fund - Growth Level 5 3 -5 years -1.27 18.77 5.44 -4.06 27.50 --

HDFC Equity Fund - Growth Level 5 3 -5 years -1.08 19.63 6.63 -7.61 33.92 12.89

ICICI Prudential Dynamic Plan - Growth Level 5 3 -5 years -0.89 19.34 10.80 -2.85 28.87 10.97

Mirae Asset India Opportunities Fund - Reg - Growth Level 5 3 -5 years -0.49 15.71 7.94 -2.79 35.34 --

Reliance Equity Opportunities Fund - Growth Level 5 3-5 years 1.06 21.01 9.08 1.94 39.07 12.33

S&P Nifty -1.66 14.52 7.13 -9.20 20.55 6.73

Equity Absolute Return Strategy Risk Level Suggested Horizon 1 Months 3 Months 6 Months 1 Year 3 Years 5 Years

Edelweiss Absolute Return Fund - Growth Level 3 1-2 years 0.17 4.81 4.81 4.99 -- --

Equity Mid cap & Small cap Risk Level Suggested Horizon 1 Months 3 Months 6 Months 1 Year 3 Years 5 Years

DSP BlackRock Small and Midcap Fund - Growth Level 6 3 -5 years -0.17 22.18 2.78 -1.46 38.53 11.32

HDFC Mid-Cap Opportunities Fund - Growth Level 6 3 -5 years 1.20 22.71 8.31 8.48 40.69 --

IDFC Premier Equity Fund - Plan A - Growth Level 6 3 -5 years (Only SIP) 1.06 15.43 3.01 5.22 36.72 20.34

IDFC Sterling Equity Fund  - Growth Level 6 3 -5 years 1.99 21.36 2.98 1.84 34.63 --

UTI Master Value Fund - Growth Level 6 3 -5 years -0.76 17.67 0.87 -4.80 35.93 12.88

CNX Midcap 0.08 26.17 8.70 -4.08 31.26 9.71

Equity Value funds Risk Level Suggested Horizon 1 Months 3 Months 6 Months 1 Year 3 Years 5 Years

ICICI Prudential Discovery Fund - Growth Level 6 3 -5 years 0.71 22.57 12.49 0.12 42.50 14.64

Tata Equity P/E Fund - Growth Level 5 3 -5 years -1.72 19.64 10.59 -2.45 30.17 13.95

S&P Nifty -1.66 14.52 7.13 -9.20 20.55 6.73

Equity Sector funds Risk Level Suggested Horizon 1 Months 3 Months 6 Months 1 Year 3 Years 5 Years

Reliance Banking Fund - Growth Level 8 5 years -2.83 26.06 7.19 -13.41 37.94 21.31

Reliance Pharma Fund - Growth Level 8 5 years 2.06 8.54 3.52 4.30 42.86 23.17

Equity Index fund Risk Level Suggested Horizon 1 Months 3 Months 6 Months 1 Year 3 Years 5 Years

Franklin India Index Fund - NSE Nifty Plan - Growth Level 5 3 -5 years -1.85 14.02 6.41 -9.12 20.41 6.38

GS Nifty BeES Level 5 3 -5 years -1.62 14.64 7.27 -8.21 21.40 7.50

UTI Nifty Fund - Growth Level 5 3 -5 years -1.74 14.21 6.57 -9.37 19.88 6.02

S&P Nifty -1.66 14.52 7.13 -9.20 20.55 6.73

Balance funds Risk Level Suggested Horizon 1 Months 3 Months 6 Months 1 Year 3 Years 5 Years

HDFC Prudence Fund - Growth Level 5 3 -5 years 0.03 16.25 6.33 0.69 33.00 14.34

Reliance RSF - Balanced - Growth Level 4 3 -5 years 0.21 14.73 7.61 -0.10 26.68 14.45

Tata Balanced Fund - Growth Level 4 3 -5 years 0.91 13.06 7.53 3.32 25.81 11.87

Crisil Balanced Fund Index -0.94 10.14 6.46 -3.16 15.96 7.90

Returns (%)



RECOMMENDED FUNDS

For MIP (Conservative, Aggressive), returns for < 1 year: absolute, for >1 year: annualised.
For Debt and Liquid schemes, returns for all periods are annualised.

As on 31 Mar, 2012
Source: MFI ICRA

Recommended Funds

MIP-Conservative Risk Level Suggested Horizon 1 Months 3 Months 6 Months 1 Year 3 Years 5 Years

Birla Sun Life MIP II - Savings 5 - Growth Level 2 1 year+ 0.48 3.12 5.09 9.09 8.90 10.44

UTI - MIS - Advantage Fund -  Growth Level 3 1 year+ 0.17 5.53 3.93 4.56 10.63 8.83

Crisil MIP Blended Index 0.02 3.97 5.00 5.24 8.48 7.35

MIP-Aggressive Risk Level Suggested Horizon 1 Months 3 Months 6 Months 1 Year 3 Years 5 Years

HDFC MIP - LTP - Growth Level 3 2 year+ 0.37 6.41 4.75 5.36 14.85 10.46

ICICI Prudential MIP 25 - Growth Level 3 2 year+ -0.48 6.19 5.02 5.71 12.32 7.48

Reliance MIP - Growth Level 3 2 year+ 0.33 6.88 5.73 6.89 13.06 11.43

Crisil MIP Blended Index 0.02 3.97 5.00 5.24 8.48 7.35

Short term debt (Investment horizon: 3 - 6 Months) Risk Level Suggested Horizon 1 Months 3 Months 6 Months 1 Year 3 Years 5 Years

DWS Cash Opportunities Fund - Reg - Growth Level 1 3 - 6 months 9.94 9.74 9.48 9.47 6.74 --

Religare Credit Opportunities Fund - Reg - Growth Level 1 3 - 6 months 9.25 9.47 9.36 9.37 -- --

Templeton India Low Duration Fund - Growth Level 1 3 - 6 months 10.98 9.82 9.71 10.15 -- --

Short term debt (Investment horizon: 6 - 18 Months) Risk Level Suggested Horizon 1 Months 3 Months 6 Months 1 Year 3 Years 5 Years

Pramerica Short Term Income Fund - Growth Level 1 6 - 12 months 7.27 8.38 9.30 10.12 -- --

PRINCIPAL Income Fund - STP - Growth Level 1 6 - 12 months 10.16 10.24 9.56 9.31 7.97 8.57

HDFC Short Term Plan - Growth Level 2 6 - 12 months 7.43 7.79 8.54 8.68 7.21 9.02

IDFC SSIF - MTP - Plan A - Growth Level 2 6 - 12 months 4.46 7.90 9.07 9.36 9.49 9.06

Reliance Short Term Fund - Growth Level 2 6 - 12 months 5.63 7.93 8.75 8.23 7.08 8.74

Templeton India STIP - Growth Level 2 18 months 8.07 7.96 8.47 9.15 8.54 9.37

CRISIL Short-Term Bond Fund Index 6.79 8.24 8.34 8.28 6.42 7.56

Income funds Risk Level Suggested Horizon 1 Months 3 Months 6 Months 1 Year 3 Years 5 Years

Birla Sun Life Dynamic Bond Fund - Ret - Growth Level 2 1 year+ 5.66 9.42 9.69 9.69 7.77 9.41

IDFC D B F- Plan A - Growth Level 2 1 year+ 3.90 7.61 11.35 10.77 6.48 9.25

Reliance RSF - Debt - Growth Level 2 1 year+ 5.19 7.70 8.40 8.68 7.65 6.33

SBI Dynamic Bond Fund - Growth Level 2 1 year+ 6.17 9.93 14.09 12.60 7.70 4.31

Crisil Composite Bond Fund Index 3.45 8.56 8.89 7.68 6.05 6.73

 

Ultra Short Term Funds Risk Level Suggested Horizon 1 Months 3 Months 6 Months 1 Year 3 Years 5 Years

HDFC Cash Mgmt Fund - Treasury Advantage - Ret - Growth Level 1 In days 9.82 9.07 8.78 8.84 6.64 7.32

Pramerica Ultra Short Term Bond Fund - Growth Level 1 In days 9.74 9.58 9.60 9.65 -- --

Reliance Money Manager Fund - Retail - Growth Level 1 In days 9.11 8.95 8.92 9.03 6.75 7.51

Tata Floater Fund - Growth Level 1 In days 9.19 9.14 9.31 9.40 7.07 7.81

Crisil Liquid Fund Index 9.58 9.02 8.74 8.45 6.10 6.90

Liquid Funds Risk Level Suggested Horizon 1 Months 3 Months 6 Months 1 Year 3 Years 5 Years

Birla Sun Life Cash Manager - Growth Level 0 In days 8.30 8.52 8.60 8.79 6.45 7.10

BNP Paribas Overnight Fund - Growth Level 0 In days 9.06 9.05 8.87 8.88 6.71 6.89

HDFC Cash Mgmt Fund - Savings Plan - Growth Level 0 In days 10.33 9.85 9.48 9.30 6.80 7.46

Crisil Liquid Fund Index 9.58 9.02 8.74 8.45 6.10 6.90

Floating rate funds Risk Level Suggested Horizon 1 Months 3 Months 6 Months 1 Year 3 Years 5 Years

Birla Sun Life Floating Rate Fund - STP - Growth Level 0 In days 9.75 9.63 9.39 9.34 6.91 7.40

Reliance FRF - ST - Growth Level 0 In days 9.19 8.39 8.71 8.88 6.88 7.59

Crisil Liquid Fund Index 9.58 9.02 8.74 8.45 6.10 6.90

Gilt funds Risk Level Suggested Horizon 1 Months 3 Months 6 Months 1 Year 3 Years 5 Years

Birla Sun Life G Sec Fund - LT - Growth Level 2 18 months -7.45 10.26 11.01 8.31 9.50 9.16

ICICI Prudential GFTP - Growth Level 2 18 months 5.24 6.53 7.07 6.38 5.34 8.54

UTI Gilt Advantage Fund - L T P - Growth Level 2 18 months -8.49 7.85 8.14 8.14 5.80 7.48

Motilal Oswal MOSt 10 Year Gilt Fund - L T P - Growth Level 2 18 months -20.34 6.32 -- -- -- --

Crisil 10 Yr Gilt Index -19.40 8.19 4.63 2.43 3.54 5.98

Returns (%)



DISCLAIMER

General Risk factors

ÅAll investment products attract various kinds of risks. Please read the relevant Disclosure Document/ Investment Agreement
carefully before investing.

General Disclaimers

ÅThe information and opinions contained in this report/ presentation have been obtained from sources believed to be reliable,
but no representation or warranty, express or implied, is made that such information is accurate or complete.

ÅInformation and opinions contained in the report/ presentation are disseminated for the information of authorized recipients
only, and are not to be relied upon as advisory or authoritative or taken in substitution for the exercise of due diligence and
judgement by any recipient.

ÅThe information and opinions are not, and should not be construed as, an offer or solicitation to buy or sell any securities or
make any investments.

ÅNothing contained herein, including past performance, shall constitute any representation or warranty as to future
performance.

ÅThe services related to Mutual funds, Insurance, Real Estate, Art, Commodity etc. may merely be a referral / advisory services
in nature. Such third party investment products or services do attract the general and specific risk factors unique to those
respective products or services, which would be mentioned by the manufactures of those products in the respective product
documentation. The prospective investors in such third party products are advised to read and understand those risk factors
& disclaimers, in addition to what has been stated herein. Alchemy Capital Management Pvt. Ltd., its Group or affiliates have
not verified and do not take any responsibility for any statements, numbers or claims made, omitted to be made or implied in
any documentation, presentations etc. which have been created by the manufacturers of such third party products or
services.

ÅThe client is solely responsible for consulting his/her/its own independent advisors as to the legal, tax, accounting and related
matters concerning investments and nothing in this document or in any communication shall constitutes such advice.

ÅThe client is expected to understand the risk factors associated with investment & act on the information solely on his/her/its
own risk. As a condition for providing this information, the client agrees that Alchemy Capital Management Pvt. Ltd., its
Group or affiliates makes no representation and shall have no liability in any way arising to them or any other entity for any
loss or damage, direct or indirect, arising from the use of this information.

ÅThis document and its contents are proprietary information of Alchemy Capital Management Pvt. Ltd and may not be
reproduced or otherwise disseminated in whole or in part without the written consent.

Edited by: Rupesh Nagda (Ph: +91-22-66171785), Ambrish Jamodkar (Ph: +91-22-66171772)
Alchemy Capital Management Pvt. Ltd., B-4, Amerchand Mansion, 16 Madame Cama Road, Mumbai 400 001. Ph: +91-22-66171700


