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MARKET OUTLOOK FOR 2011
Indian economic outlook remain robust not just for FY11 but next year as well with the
economy likely to grow at over 9% in FY12. Unlike the past couple of quarters, we
expect economic growth going forward to be fuelled by pick up in public and private
capex. The fundamentals of Indian economy are very strong. Relative valuations as
compared with other emerging economies are on the richer side and hence we expect
moderation in index returns for 2011 (in the 10 - 15 percent zone from current levels).
That said, we remain in a structural bull market so any dip will enhance returns and
provide an opportunity to buy equities.
Sensex seen rising to newer heights in 2011
If the GDP growth remains on track and corporate earnings rise evenly, the equity
markets should be able to shrug off recent short term correction and continue their
upward march. This also means that turbulent phases should be an opportunity for
accumulating stocks. But don’t rush in to buy. As always, the advice for retail investors
is to buy slowly and systematically.
Most experts believe that despite the decline in the stock markets, the long-term India
growth story is intact. Most of them are bullish and project a GDP growth of 8.5-9% in
2011-12. More than the GDP numbers, it is the growth in corporate earnings that is
going to set market prices. Much of this confidence stems from the structural strength
of the Indian economy and the soundness of the capital market.
Expert Says:
“This is a temporary pause and 2011 should be a defining year for the Indian equity
markets” says Vijai Mantri, managing director of Pramerica Mutual Fund.
“The market will be relatively weak over the next 3-4 months. But the Nifty could rise
to 6,700 by the end of this year” says Ambaresh Baliga, vice-president, Karvy Stock
Broking.
“We are still in a structural bull market and a growth of 12-15% can be expected by the
end of the year” says Syed Sagheer, senior manager, equity research, IDBI Mutual
Fund.
“We expect the Sensex to be around 23,000 by the end of March and at 25,000 by the
end of 2011. It is a good entry point for someone with a two-year view” says Andrew
Holland, CEO Equities, Ambit Capital.
“I won’t be surprised if Sensex reaches 24,000 by the end of the year” says Abhay Aima,
director, HDFC Securities.
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ASSET ALLOCATION
Asset Allocation means diversifying your money among different types of investment
categories, such as stocks, bonds and cash. The goal is to help reduce risk and enhance
returns.
This strategy works great because different asset classes behave differently. Stocks, for
instance, offer potential for both growth and income, while bonds typically offer stability
and income. The benefits of different asset categories can be combined into a portfolio
with a level of risk you find acceptable. Establishing a well-diversified portfolio may
allow you to avoid the risks associated with putting all your eggs in one basket.
Asset
•
•
•

allocation decisions involve tradeoffs among 3 important variables:
Your time frame
Your risk tolerance
Your personal circumstances

About 92% of your overall wealth creation is
through right asset allocation; rest is described by
security selection and correct market timings.
Hence, for building wealth, constructing a right
asset allocation is very crucial.
Depending on your age, lifestyle and family
commitments, your financial goals will vary. You
need to define your investment objectives.
Besides defining your objectives, you also need to consider the amount of risk you can
tolerate.
Financial Planning is deciding a road map for yourself and deciding in advance how
you will invest your money which helps you achieve your financial goals in life
comfortably. Financial planning is not about getting great returns or beating your
friends portfolio performance or doing better than average; it’s totally relevant to you
and your financial goals. Its about having a pre-determined plan or strategy to make
use of whatever money you have to achieve your financial goals in most efficient and
hassle free way.
Normally, analysts will advise equity investor to invest in early age better than older age
to stretch the investment horizon to get better return.
For Ex- Say you invest Rs. 5,000 per month for 30 years at 12% per annum, you would
make Rs. 1.75 cr. (principal = 18 lakh). Now knock out the first 5 years. The Rs. 3 lakh
saved in that time frame contributes as much as Rs. 80 lakh to your overall wealth.
Your wealth is now cut down by more then 45%.
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AGGRESSIVE PORTFOLIO – For investors seeking to create wealth
This portfolio has the capability to generate highest returns. The dominant equity tilt
ensures wealth creation.
ASSET ALLOCATION

Debt
10%

Equity
90%

When you are young and starting out,
your aim is to build wealth. Age is on your
side and your financial liabilities may be
virtually zero i.e. no dependents or loans to
serve. Money saved in these years of your
life will contribute the most to your wealth.
Aggressive portfolios consist mostly of
equities. As such, with an aggressive
portfolio, your main goal is to enhance
capital building over a long time
horizon. This portfolio is best suited for
individuals who are looking at creating
wealth by being invested for 8 – 10 years.

This Portfolio is ideally meant for you if you are:
◙ Looking at wealth creation.
◙ Young & starting out on a career.
Since this portfolio is designed for someone who has time on their side, the risk taking
capability is greater.
Category Allocation:
Diversified Mid Cap & Small Cap
Equity Diversified Large Cap
Short Term Income funds
International funds
Sector funds
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MODERATE PORTFOLIO – For investors chasing life goals
Draw time frames for your goals and work towards them. A strong equity allocation will get
you there.
ASSET ALLOCATION

Debt
30%

Equity
70%

While you are earning pretty well, there is
an increase in your financial liabilities, as
compare to your earlier days. Your income
has risen, but so have your responsibilities.
You will still be able to save, though
percentage-wise; it will not be as much as
before. So while as aggressive portfolio
may not be the need of the hour, you still
needs growth. The trick now is to have
more clarity on what you are saving for
and the time frame in mind. Let your
money grow to meet those goals.

This Portfolio is ideally meant for you if you are:
◙ Looking to diversify your assets since you already have an investment base in place.
◙ Fairly young or just married with goals to achieve.
Within the equity allocation it would be wise to ignore smaller fare in a growth oriented
portfolio. Hence, the selection is from the large & mid cap and multi cap category.
Category Allocation:

Equity Diversified Large Cap
Short Term Income funds
Multi Cap funds
Monthly Income Plans
Sector Funds
Diversified Mid Cap & Small Cap
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BALANCED PORTFOLIO – For investors seeking steady returns
A balanced fund is geared toward investors who are looking for a mixture of safety,
income and modest capital appreciation.
ASSET ALLOCATION

Debt
50%

Equity
50%

The portfolio seeks to balance growth and
stability. It recommends 25% equity funds,
20% in bonds or fixed-income funds and
55% in hybrid funds. This portfolio would
seek to provide regular income with
moderate protection against inflation. The
equity component provides the potential
for growth, whereas the component in
bonds and short-term instruments helps
balance out fluctuations in the stock
market.

This Portfolio is ideally meant for you if you are:
◙ Making a career shift or opting for an early retirement package.
◙ Faced with a change in family circumstances & liabilities.
In order to have a combination of debt and equity funds, balanced mutual funds comes
out to be the best mutual fund category to invest in a mix of debt and equity. Such mix
gives the benefit of both debt and equity markets through a single product.
Category Allocation:
Balanced Funds
Equity Diversified Large
Cap
Monthly Income Plans
Fund of funds
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CONSERVATIVE PORTFOLIO – For investors who wants to play safe
Income generation and capital protection is what this portfolio is all about.
ASSET ALLOCATION

Equity
20%

Debt
80%

If we had to give a generalization to this
sort of a portfolio, we would offer it to
someone who is at ease with their
financials, but wants to stay safe. To give
a more practical image, it could be that
your children are now settled which
means that you have less dependents. You
have relatively less regular income flow
translating into generating monthly
income for maintaining lifestyle needs.

This Portfolio is ideally meant for you if you are:
◙ Looking to maximize your wealth with an eye on retirement.
◙ Looking at income generation and safe guarding of assets.
The conservative investment strategies, which put safety at a high priority, are most
appropriate for investors who have a lower risk tolerance and shorter time horizon.
Category Allocation:

Monthly Income Plans
Short Term Income
funds
Long term Income
Funds
Equity Diversified
Large Cap
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Disclaimer:
Kindly read the Risk Disclosure Documents carefully before investing in Equity Shares, Derivatives or other
instruments traded on the Stock Exchanges. RR would include RR Financial Consultants Ltd. and its subsidiaries,
group companies, employees and affiliates. The information contained herein is strictly confidential and meant solely
for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole,
to any other person or to the media or reproduced in any form, without prior written consent of RR. The information
contained herein is obtained from public sources and sources believed to be reliable, but independent verification has
not been made nor is its accuracy or completeness guaranteed. RR or their employees may have or may not have an
outstanding buy or sell position or holding or interest in the products mentioned herein. The contents and the
information herein is solely for informational purpose and may not be used or considered as an offer document or
solicitation of offer to buy or sell or subscribe for securities or other financial and insurance products and instruments.
Nothing in this report constitutes investment, legal, accounting and/or tax advice or a representation that any
investment or strategy is suitable or appropriate to recipients specific circumstances. The securities and products
discussed and opinions expressed in this report may not be suitable for all investors, who must make their own
investment decisions, based on their own investment objectives, financial positions and needs. Please note that fixed
deposits, bonds, debentures are loans/lending instruments and the investor must satisfy himself/herself on the
financial health of the company/bank/institution before making any investment. RR and/or its affiliates take no
guarantee of soundness of any company or scheme. RR has/will make available all required information to the
prospective investor if asked for in respect of any scheme/fixed deposit/bond/loan/debenture. RR is only acting as a
broker/distributor and is not representing any company in any manner except to distribute its schemes. Mutual Fund
Investments are subject to market risks, read the offer document carefully before investing. Any recipient herein may
not take the content in substitution for the exercise of independent judgment. The recipient should independently
evaluate the investment risks of any scheme of a mutual fund. RR and its affiliates accept no liability for any loss or
damage of any kind arising out of the use of any information contained herein. Past performance is not necessarily a
guide to future performance. Actual results may differ materially from those set forth in projections. RR may have
issued other reports that are inconsistent with and reach different conclusion from the information presented in this
report. The information herein is not directed or intended for distribution to, or use by, any person or entity who is a
citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication,
availability or use would be contrary to law, regulation or which would subject RR and its affiliates to any registration
or licensing requirement within such jurisdiction. The securities and products described herein may or may not be
eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may
come are required to inform them of and to observe such restriction(s). The display, description or references to any
products, services, publications or links herein shall not constitute an endorsement by RR. Insurance is a subject
matter of solicitation. Kindly also note all the risk disclosure documents carefully before investing in Equity Shares,
IPO’s, Mutual Fund Schemes, Insurance Schemes, Fixed Deposit schemes, Debt offers, Hybrid Instruments, or
other instruments traded on Stock Exchanges or otherwise. Prospective investors can get all details and information
from the sites of SEBI, IRDA, AMFI or respective Mutual Fund Companies, Insurance Companies, Rating Agencies,
Stock Exchanges and individual corporate websites. Prospective investors are advised to fully satisfy themselves
before making any investment decision
NSE - INB 231219636, INF 231219636
BSE - INB 011219632

