Where are we headed – North or South 

There is no better time to write this article than now since the markets are headed south and the last time I sent you an article was when we were at 20000 levels on the Sensex in the month of nov 2007. There has been a dramatic change in the situation since then and coupled with global factors we are today trading at around 16000 levels. What has changed during these three months is that we have seen a fall of around 20% and in all probability we could be headed for 12000 – 14000 in the near future. Techincally we may be headed to these levels but we believe that there would be buying coming in at those levels just because the insurance companies and mutual funds in India are still sitting on cash and would like to enter the markets at a discount. There is pessimism all around, retail sentiment has taken a major blow with investors having lost their rupee (and some of the borrowed rupees too) in futures market. No one is willing to put in his money now and people with surplus cash are waiting for a discount to invest. People who lost money are purely the ones who were trading under the impression that everyone can make money easily and one can become rich overnight. One could just open the newspaper pick up any stock and make money. However the market is more smart and people who played in the futures markets without understanding the risk and the implications were completely washed out in a single trading session. In our personal discussions with some of our customers we had indicated this and we had advised customers to create cash at those levels and to maintain stop losses. 
But this brings to a bigger question are we going to see newer highs soon are we atleast going to see the 20000 marks soon. The answer to that is probably NO. We may not see new highs at least for quite some time and by some time I mean approximately 18-24 months. The Indian growth story still remains and it does not look to fading away as yet. We are not dependent on the US for exports as a major market which makes it easier for us to say that we will not be affected by the US slowdown. But the fact of the matter is that we are in a global economy and any effects in US or China are bound to have ripple effects here. One is not sure of the growth of Chinese economy post Olympics. Also given the fact that we could be headed for elections probably by the end of this year adds to the nervousness of the market. All this put together gives one a sense of gloom and makes one pessimist. Anyone with a long term horizon is bound to make money in the market. Corporates are reporting 18-20% rise in their figures however all this has been factored in and if they start giving higher than expected figures, the market will react to it accordingly and will start moving upwards. The US economy should start sending signals of a bounceback in the third quarter and this will lift the markets and money will start flowing slowly but surely to the best emerging story which as of now is India and if elections are through by then and we see a stable government without the Left could provide an added impetus to the market. However even though this may sound optimissim at our end and fundamentally the market should find support at around 15000 levels but coupled with other factors markets may slip well below that mark also and one can surely look into buying good quality at good prices and hold them for a period of 1-2 years and he will make decent profits. 

The budget has come and gone and given the salaried employee some reason to cheer. As informed earlier to the salaried employee tends to save around Rs 44000 per annum in form of taxes. Since this is more disposable income in the hands of the investor and given the fact that the Indian customer is maturing this money will find the way in the markets either directly or through mutual funds. Also these investors are more for the long term hence they are bound to make better returns. Also it is our request that since this is an additional income please think of saving it away for the long term and you will reap real good benefits. We have been all along advising our customers that do not expect anything more than 15-18% returns in the long run on the investments and keep investing either at regular intervals or through SIP. There were some grouses against against us that we were not very aggressive and were not churning the portfolio regularly and at times the best performing funds for a period of 6 months or 1 year was not there in the portfolio of many of our investors. However our main stress has been on the long term and long term as we have been saying is that is for a period of 3-5 years and more. 
This has been always discussed before accepting any payment for investments and products have been suggested accordingly. We are proud to say that we have always kept your interests at heart. The portfolio valuations in the coming months will bear testimony to this fact. 

It is very important for all of us to know why are we saving this money and when we need this. This forms the backbone of any financial planning. If we do not know the destintation we will never know which road to take and we may end up on a totally different route or road. This is precisely the reason we ask our investors questions when they want to invest money. It is very important for one to know where he wants to go and then one can plan the route and method for reaching that destination, It also becomes very easy for one to take that route and he has a clear vision and goal in front of him and then one is not perturbed by these falls or rises. 
When we undertake a journey we prepare ourselves for everything. Incase there is vehicle breakdown then there would be a delay in reaching our destination or if we meet with an accident then there is a delay. Similarly if there is a patch which is expressway then we cover the distance faster than was expected. But in all cases if you observe you would have traveled at an average speed. There could be a maximum speed and a minimum speed but you cannot travel at the maximum for a long distance. Also you would be halting at some places in between for pauses. The same holds true in the investments and it is imperative for one to know that it is the destination that is important. We would again like to stress a point here is that do not extraordinary returns from the markets. A 15% p.a. growth in markets with the compounding factor is a very good rate and one can easily achieve all his goals if a proper financial plan is in place. 
