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WHAT IS THE OPPOSITE OF
VOLATILITY?
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PERIOD 2002-2007:
SECULAR AND A BULL RUN
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VOLATILITY = SECULARITY
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WHY MARKETS WILL REMAIN VOLATILE?

Credit Suisse Russell Investments.

“Weak macro data, debt crisis driving
investors to safe havens. Markets are
currently caught between the fear of what
could all go wrong in the coming weeks and
the anticipation of overwhelming policy
response to prevent such Scenarios from
unfolding”. Nannette Hechler-Fayd'herbe -
Head of Global Financial Markets Research.

“Volatility, due in many cases to sensational
risk stories, will likely remain elevated through
most of the year”. Mike Dueker, Ph.D. Chief
Economist

“In Europe, the sovereign debt crisis
worsens almost daily.” David Kostin Chief
Equity Strategist.

Goldman Sachs Leading Economists

“The period after any banking crisis will be
earmarked with extended periods of
Volatility .“Carmen M. Reinhart (lecturer at
IMF and World Bank.) & Keneth S. Rogoff
(Thomas D. Cabot Professor of economics
at Harvard University and frequent
commentator for WSJ & FT).

PRUDENTIAL?/

MUTUAL FUND

{ dicici

" TARAKKI KAREIN!



A CHANGED APPROACH - NEED OF HOUR

TRADITIONAL APPROACH Execute asset allocation
based on client risk profile and return expectation
and hold on to Iinvestments with periodic
rebalancing.

THE NEW IMPERATIVE VOLATILITY has generated
more returns than holding onto assets and hence
allocate investments to volatility products that
thrive on the interplay between asset classes.

In the last 5 years holding the asset class has not
given returns but ‘'MANAGING VOLATILITY' has

- 14
glven more returns. Lm@fﬁm*
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CHALLENGES IN VOLATILE MARKETS

NEED TO INFLUENCE
INVESTOR BEHAVIOR

— Buying low and selling high
demands contrarian behavior
amidst volatility

INFLUENCING
INVESTOR BEHAVIOR
IS VERY DIFFICULT

EXPECTING INVESTORS TO RESPOND TO “MARKET

CALLS"? ALLOCATE INVESTMENTS TO MANAGED

PRODUCTS THAT TAKE BENEFIT OF VOLATILITY




ICICI PRU VIEW ON VOLATILITY

The order of the

day.
Our market call
for more than a

year.

Does not mean

that markets keep
going up or keep

going down.

Rallies followed

by falls.
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Capitalise on volatility for returns

Indian equliies may hate delipered stel-
dr refrrns this year e volaridioy uill
continue to Be the arder of the day, says
S Naren, CIO—equity ICICT Prudeniial
AMC, Narenwells FE s Ashiley Cowtinha
thay moderaiing fryfetion, a dowmward
Ireteress recte blas and neoobery [ somear-
e f (RIS LCire CORSTicHon ool
Jrotride tallutnd tothe manket in the see-
o b Exoerpis

Themarked hasrun upquiten i this
vear, What 1s your advice 1o retatl
Investors?

W belbeve that volarlicy will contin-
e Ouradvicetolnvestors Istomalntaln
thelrequity asset allocation and aggres-
slvaly Increase welghtage on equity in
case of iriggers such as correction of
crude oll prices, Improvement in flscal
defictt and action on the interest rate
front. The volatility can present invest
ment opportunity and investors can
benefit firom imvesting infunds that have
the potential to capltalise on volatility
SIE STPandasset allocatbon showld cor-
tinue to form the hasis of retail fmest
ment philosoply

What are the key posiilves and head-
winds for the market this vear?
Factors Like moderating inflatlon, a
downwartd Interest rate bias, focus on
growth and eventual recovery I some
areas ke infrastructure and construc
tlon could provide some tallwind (o the
eeOkRoTy Ao the ket i the second
half The RBIwill bebetter positioned o
wards & mote pro-growth stance this
vear. The year 2012 will be more about
managing growth rather than manag-
ing inflation, Incressed focus on tmest-

e
| Micie

ment in infrastructure by aHllsing rev-
enne received through offective taxa-
tion, disimeestment and meastres to re
foce the Oscal deficit will be importamnt
tosustaln economic growth.

What are vour expectations from the
Union Budget?

Glven thehighfscal soenario, it s im-
perative that the government takes cor.
rective action towards Mscal prudencs
inthisbudget.

Which are the sectors you are
bulllsh on®

We continue to be underweight on
consumptlon-oriented sectors  1ke
FMCG duetovaluation concerns. Con
sumptlon demand comblned with a
conservative outlook has helped FM-
CG companies to witness & sirong up-
slde over the last three vears. The cur-
rent valuation reduces the upside
potential, except In the case of select
stocks across the mid-cap space. Sec-

tors such 4s Infrastructure and bank-
ireg could beneflt from a benign global
environment and government actlon
on poliey reforms and fscal consolida-
tlon. We are also neutral to posttive on
all export sectors due tothe prevalling
high trade deficit in Indla amd an lm-
proving global scenario,

What are the
watchout fior?

Themosisignificant global coe will
cone [rom the movement of cradeoll
prices. The shift in foeus of central
banks across the globe townards reviy-
Ing econmmic growth aml the positive
macro-economic indicators in the US
like the strong GDP prowth have
helped ease sentlments. Inlilatives
like the LTRO (longer-term refinanc-
Ing operations) have helped provide
comfort for now. However, the crisis
il lingers and the markets will con-
tinue towatch global news fow forfur.
therdirection.

global cmes 1o

Whaat Is vouroutlook on FIT inflows?

The recent surpe in FITHn0ows 15 due to
the LTRO in Europe. It {5 also becauseof
attractive valuations of domestic com-
panies and high bond ¥ields in debt. In
future, Uquidity enhancing  pro-
grammes in the Western world are like

Iy to help emerging markets, including
Ineia. Finally long-term FIl flowsarede-
termined on the basls of the relative at-
tractiveness of the growth prospects of
different nations. I India addresses im-
balances Hkeflscal doflctt, roadbocks in
project implementation and creates a
prusdent business enviroriment, we will
continuetogarner FII fiows,

We still believe we
are headed for
volatility.

Recommending
/investors and
partners to look at
products that
benefit out of
volatility.

By investing in
such products, one
can generate
returns and also
limit downside.
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HOW WE MANAGE VOLATILITY?

\
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PROOF OF THE PUDDING!!!

ey

FUND PICK ICICI PRUDENTIAL DYMNAMIC PLAN

Flexible gains

ICICI Prudential Liyn
Plam 15 a flexicap
opportunity fond launched in
MNovember 2002. The fund
bas been ranked m the top 30
percentile, that is, either
CRISIL Fund Rank 1 or
CEISIL Fund Rank 2, of the
peer group 1o the Diversified
Equity Funds' category under
CRISIL Mutual Fund Ranking
methodology for 13 of the
past 16 guarters. This
methodolozy looks at a fund's
performance in the past two
Years.

Over a longer tume frame,
the fund has been ranked
CERISIL Fund Rank 1 in the
'Consistent Performers -
Equity” category for the
guarter ended December
2011, wherein the fund
entered this category for the
first time. The 'Consistent
Performers' category ranks

those ﬁ_.ln_ds v_r]_:li_c_h_}_la];g I}EE]EI.

Trrlhcipal invested of
Rs84,000) resulting in
annualized returns of 15 per
cent. A similar investment in
the benchmark would hawe
gown to B 16958, vielding nine
per cent anmuahsed gains.
Rizk

The fund has managed to
zenerate higher refurns than
the benchmark and category
while maintaining low
velatility over the past five
years. The average monthly
velatility for the fund over
thiz period was 23 per cent
vis-a-vis 27 per cent and 23
per cent for the category and
benchmark, respectively.
Since meeption, the fund has
a beta of 0.8 indicating
relatively lower nisk.

Portfolic analysis

The fund has a well
diversified portfolio with

[ B S-S e

DYMAMIC RECORD

WICICE Pru Dymamic Plan SEP CME HIFTY | Catepary Average
Arams ) g
i
I "
- . l L
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FETG Z Yean IPman T T fro

Fueda rman o 98 an o i, FOLE Ptums oo snnesled

products have helped the fund  tors like banks and petrolenm
delrveralpha overthe benchmnak. products as compared to the cat-

durmg the past three years. The
years.

fund has chosen to remain
underwreight on over owned sec-

egory over the past three

CRISIL Rezearch

ICIC! Prudential Dynamic Plan

Safe Bet

he equity marker

has been on a
coaster nde, with the
Sensex touching levels
of around 21000 in
B, then plunging as low
uncing back to around
)10, only to come down
6000 thereafter. As is evi
r]i(.:{ h.].‘\ }N_'l‘]] \'(T:\' "'OI Iﬂll'
few years. Ar times like
| scheme like the ICICI
lynamic Plan, which is a
sportunities fund, is the
for investors to be able to
st of the dynamic changes
1, 1t has the ability to cap-
ide opportunities in the

Fund Category
(%) | %)
1690 2080
an 818
0.5 20
a4 447

& abeohas 0 over 1 yeur are annualsed

market_Lys#®opting 2 bottom-up
mrtumental analysis strategy across
matket capitalisations on a diversi
fied basis, to idencify and pick its
stocks. On the flip side, it can also
adopr an acrive cash strategy and uses

FACT-SHEET

g ICIC) Prodential Assat Managenen!
(o I,

Stuchura Equity Diversiied

nvestiment Oplion ~~ Growth & Dividacd

Exit Load 1% for redemplion within
365 days of lotment

Corpus F4130 18 crore (3008111)

52 Weeks' HighLow - ¥111,90 (0301/11)/

01,63 (08/10/11)

Miimurn investment - 75000

Benchmark SEP CNX Nify

Launch Daly Oclober 2002

Fund Managesis Sanjay Parekh, Rajal Chandal
Refiance Industries 103
Infosys Technologies 585
ICIC! Bank L
Sterlite Industries 1%
Bharf Airtel LR
Tolal of Ten Holdings an

tility >

derivatives,which helps mirigate down
side risks, as and when the marker gty
avervalued.

Launched in 2002, the fund has gen-
erated CAGR returns of 27.82 per cent,
YTD as well as in the last five calendar
years, the fund has outperformed bath
its benchmark as well as its categony
average five out of six dmes. The fund
nnd:‘-rpcrhm!ml in 2007 on account of
cash calls taken, whereas equity marker
rose sharply that year.

As of October 2011, the fund i
fairly diversified, with around 75 to 80
stocks in its portfolio, It has around 14
per cent held in cash. The fund is less
\'nfll‘ui.!u as compared 10 its peers, and
offers better risk-adjusted returns; as
measured by the Sharpe Ratio.

[he ICICI Prudential Dynamic
Plan is positioned to protect against
any significant downside. However,
in substantial bull markets, the fund
could underperform its peers. The
|ll[|LI s lLiL“l‘ t“r' llHl'l"tl'r.‘- \\l[il a con-
servative or moderate risk apperice,
with a long-term investment horizon
in the equity marker, [

IILH-“’.! \'.‘"‘l“ ]‘Wl'“ 25 TETUrNS are 4
(Sead yomr feedtback 1o mfdlsi. in)
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VOLATILITY POST 2008 CRISIS

GRAB

At 16:00 D 16611.54

== SENSEX CHART — LAST 3 YEARS Uine Chart
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IPRU VOLATILITY PRODUCT MIX |3 YEARS CAGR
DYNAMIC PLAN 13.73%
VOLATILITY ADVANTAGE PLAN 11.11%
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MYTH & REALITY

INVESTORS NEED
CHART BUSTING
RETURNS.

THEY NEED STEADY
AVERAGE RETURNS
~12%-15%.

CURRENT INVESTOR BEHAVIOUR NOT PROGRAMMED
TO GET CHART BUSTING RETURNS - NEED

INVESTMENT PRODUCTS TO WORK AROUND
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VOLATILITY IS “THE" ASSET CLASS

Difficult for investors to grasp and manage as it

demands contrarian behaviour — easier said than

done

Advisors need products that manage volatility and

thrive in it

Products that re-allocate away from over-owned
expensive assets to value spots and vice versa
automatically and  produce  risk  adjusted
performance for investors
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DISCLAIMERS

Mutual Fund investments are subject to market risks,
read all scheme related documents carefully.

All figures and other data given in this document is dated. The same may or may not be relevant at a future date.

Prospective investors are therefore advised to consult their own legal, tax and financial advisors to determine possible
tax, legal and other financial implication or consequence of subscribing to the units of ICICI Prudential Mutual Fund.

Disclaimer: In the preparation of the material contained in this document, the AMC has used information that is
publicly available, including information developed in-house. Some of the material used in the document may have
been obtained from members/persons other than the AMC and/or its affiliates and which may have been made
available to the AMC and/or to its affiliates. Information gathered and material used in this document is believed to be
from reliable sources. The AMC however does not warrant the accuracy, reasonableness and / or completeness of
any information. We have included statements / opinions / recommendations in this document which contain words
document, words, or phrases such as “will”, “expect”, “should”, “believe” and similar expressions or variations of
such expressions, which are “forward looking statements”. Actual results may differ materially from those suggested
by the forward looking statements due to risk or uncertainties associated with our expectations with respect to, but
not limited to, exposure to market risks, general economic and political conditions in India and other countries
globally, which have an impact on our services and / or investments, the monetary and interest policies of India,
inflation, deflation, unanticipated turbulence in interest rates, foreign exchange rates, equity prices or other rates or
prices etc.

The AMC (including its affiliates), the Mutual Fund, the trust and any of its officers, directors, personnel and
employees, shall not liable for any loss, damage of any nature, including but not limited to direct, indirect, punitive,
special, exemplary, consequential, as also any loss of profit in any way arising from the use of this material in any
manner. The recipient alone shall be fully responsible/are liable for any decision taken on this material.
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THANK YOU
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