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"A dwarf standing on the shoulders of a giant
may see farther than a giant himself."

DSP



“Play long-term games with long-term people. All returns in life, whether in wealth,
relationships, or knowledge, come from compound interest.”

We had a conversation with one of our colleagues L—I FE§ F)p‘ fw

who has been part of the DSP Group for over 20 B
vears. He chose to remain with this organization
because it has evolved alongside him, and he has
developed along with the organization. He
expressed strong emotional attachment,
intellectual stimulation & professional
empowerment. He feels the bond is real.

't's noteworthy that the DSP Group has a
remarkable 163-year history and is currently in its
17th decade of continuous growth.

Long-term players make each other rich.

Over the course of the 21st century, humans are 74

iving longer. Human mortality has declined & is _
probably going to decline further & faster. Average ' // V7 |
litespan is increasing. But firms are dying quickly or | | & f K

are getting ‘disrupted’ at the tastest pace ever. It’s S———— S I T
hard to find people or organizations that are in it /6 ?» 202.3

for the long term.

If you find them, stick to them. 631 VERAGE of MEn
A WoMen

DSP ITs hard to-find irwestors who- act long term

Source: DSP, McKinsey, Data as on May 2023
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“Don't give me timing, give me time."

In India, most debates about long term returns
end up with investors thinking or asking for 12%
to 15% CAGR returns.

Data for the last 123 years shows that pre-cost
and pre-tax ‘REAL returns for the world equity
markets are ~5% CAGR. This is an excellent rate
of return to compound one's wealth over a
century, given that one has the patience to not
interrupt the compounding process.

Most family offices running generational wealth
believe that simple ‘Dollar Cost Averaging’ or the
humble SIP is a tool for retail investors. History
shows that if one were to do a SIP in US equities
over the last 123 years, it would have generated a 1
near ~10% inflation adjusted CAGR. This means a
humble S100 invested turns into $11.8 million 0
over this period, with its purchasing power intact!

% Real Return

N W B U1 OO N 00 Lo

Time spent in the market is truly a wonder, but
only if we set our expectations right.

DSP

Over the last 123 years, if you had invested in stocks and did nothing,
you would have made a 5% CAGR adjusted for inflation. For US & India

the real returns are 6.4% & 6.6% respectively.

However, if you had the patience to do a SIP in US stocks over the
same period, you would have earned ~10% CAGR in real returns.
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“It is remarkable how much long-term advantage people like us have gotten by trying to be
consistently not stupid, instead of trying to be very intelligent.”

Warren Buffett and Charlie Munger sidestepped the Dot Com frenzy and under

"The line separating investment & speculation, performed Nasdaq Index by 155% over 1998 & 1999, the peak of the tech bubble.
which is never bright and clear, becomes blurred 1800 However, over the full cycle from 1992 to 2008, Berkshire Hathaway earned a 1200%

: . . 0]
still further when most market participants have 14% CAGR vs the Nasdaq which earned an 8% CAGR over the same period. 934%
recently enjoyed triumphs. Nothing sedates 1600 1000%

rationality like large doses of effortless money.

After a heady experience of that kind, normally 1400

sensible people drift into behavior akin to that of BRK underperf?rms tech
Cinderella at the ball 1200 stocks by abstaining from

joining the frenzy

800%

600%

They know that overstaying the festivities - that is, [Lelss 400%

continuing to speculate in companies that have
gigantic valuations relative to the cash they are 300
likely to generate in the future - will eventually

bring on pumpkins & mice. But they nevertheless 600 0%
hate to miss a single minute of what is one
helluva party. Therefore, the giddy participants all 400 -200%
plan to leave just seconds before midnight.
There's a problem, though: They are dancing in a 200 -400%
room in which the clocks have no hands®!

0 -600%

/N

200%

Y

—Warren Buffett, At the time of Dot Com bust S L O O - e S99 9938333388885 S5
P £ tgte ettt BB Eg g
N2 A >2n0>202A0>=2n020=2nQ0-=2nA0=20Q0=2a20=2a20=2nQ0=2a42=2n0-=2a40-=2n
=Berkshire Hathaway Class A Shares =Nasdaq 100 Index
DSP =BRK Alpha Over Nasdaq (RHS, % cumulative)
—— Source: BRK, Nasdaq, DSP as of May 2023




“Opportunities come infrequently.
When it rains gold, put out the bucket, not the thimble.”

| American Express Co. Stock Price & Dow Jones Index, July 1962 - December 1966
As a result of the losses American Express suffered

from funding De Angelis” Allied Crude, American 2 ds. Buffett! ke in Ameri E
Express stock fell in price from S65 in Oct 1963 to $37 y some recoras, Buitett's stake in American Express was

in Jan 1964. Believing this was temporary. Buffett 90 estimated to be around 40% of his partnership's portfolio

began buying shares & established a 5% stake in at the time. Buffett tried to maximize the opportunity he

American Express for $S20 million. Allied Crude was was presented with. He did bring a ‘Bucket’.
responsible for Salad Oil scandal. 20

f

"There was one other little wrinkle that was terribly
Interesting. American Express was not a corporation. 70
't was then the only major publicly traded security

Kennedy assassination

that was a joint-stock association. As such, the » A R W
ownership of the company was assessable. If it turned 60 Pt o et IR Y
out that the liabilities were greater than the assets, P T '
[then] the ownership was assessable. So, every trust . PR
department in the United States panicked. | 50 ey L
remember the Continental Bank holding over 5% of o~
the company, and all of a sudden, not only did they "
see that the trust accounts were going to have stock 40
worth zero, but they could get assessed. The stock

just poured out, of course, and the market got slightly S

inefﬁcient fOI' 5 ShOI’t period Of time " Warren Buffett - Buffett buys Amex stock _Chart created by Stephen Foerster
on American Express during the Salad Oil Scandal SIS LIS IS SIS LSS S SIS S S S S

DSP

Source: DSP, Mark |I. Weinstein, Stephen Foerster



https://www.cicfconf.org/past/cicf2006/cicf2006paper/20060120025637.pdf
https://sfoerster-5338.medium.com/greed-and-fear-how-the-great-salad-oil-swindle-led-to-one-of-warren-buffetts-greatest-investments-b948ca09321e

“...Funda Ka Ho Gaya Mental...” -

CAGR Since

Titan Ltd 5001 Mar 2023 Mar 2020 Mar 2015 Mar 2010 Mar 2005 Mar 2001

Rakesh Jhunjhunwala, popularly known as "The

Big Bull," has amassed tremendous wealth by ,
strategically holding onto select high-quality Profit after tax (Rs. 3774 1497 316.3 751 3 64.6 235
businesses over extended periods. Among his Cr)

notable investments is Titan Ltd.

Jhunjhunwala's famous quote, "Funda Ka Ho Gaya ==1eesYN Margin 0.0%
Mental," serves as a real-life testament to the

futility of second-guessing market moves. Instead,

he advocates staying invested throughout market [RaSENOIRS

cycles by adhering to two fundamental principles: A SollNi{=Nels IVl 2130
in basis points)

1. Avoiding overpayment: By not paying excessive
prices for investments.

2. Acquiring high-quality businesses: Focusing on [RelleX3{al-@e]gle= 38.5% 2702 933.7 391.6 92 11.6 2.1
companies with the resilience to withstand

market fluctuations.

This approach has played a pivotal role in PE 10.0% 73 55.2 42.6 32.5 54.1
Jhunjhunwala's success, showcasing the power of

strategic investing in generating substantial
wealth over time.

PB 15.8% 20.3 12.4 11.3 11.2 5.6 0.8

DSP

Source: DSP, Company Financials as on May 2023




“Don't mistake a bull market for brilliance.”

The European debt crisis started as a small local 22

policy shock in Greece in the late 2000s and, by
2010, had morphed into a crisis that threatened
the stability of the Euro.

One of the primary drivers of the Sovereign debt 17
crisis in the EU was the bull market induced
convergence of spreads. Countries with poor

growth, high indebtedness, and a high

unemployment rate enjoyed ultra-low borrowing

costs on the back of stronger EU members like 12

Germany. This divergence in underlying
vulnerabilities was exposed by the end of the
oreat bull market of the noughties.

Ray Dalio’s Bridgewater Associates took bearish
positions on the debt of several European
countries that were severely affected by the
crisis, such as Greece, Ireland, Portugal, Spain,
and ltaly. They believed these countries faced
significant financial challenges and potential
default risks. 2

oL oL

9)“‘

DSP

Source: DSP, Bloomberg, Data as on May 2023

The formation of EMU & then the introduction
of Euro allowed countries with weak economic
health to borrow as if they were of best
investment grade. ‘Good Times’ ended with the
end of the great bull market of the noughties.

Euro introduced

©
& @

10 Yr Govt Bond Yield of

-=Germany
Greece

=France

=|reland

=ltaly
=Portugal

Spain
-=UK

Lehman Collapse
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“When others conduct their affairs with excessive negativism, it’s worth being positive.”

S&P 500 return since 1871 on an inflation & dividend adjusted basis

Subsequent 3 months Subsequent 6 months Subsequent 12 months

The Recession Buy Indicator (RBI) was created by 16
Norman Fosback, who for several years starting

the 1970s was President of the Institute for

Econometric Research. In the May 8, 2008 issue 14

of his newsletter Fosback’s Fund Forecaster, (no 2 Following "R ‘on Buv Indicator” Si o
longer published), he reported that the RBI had 12 olfowing "hecession buy Indicator >ignals

an “incredibly accurate” record. B Average over all periods since 1871

The RBI is not foolproof. By definition, the mlO
indicator will be premature when recessions are Qo

much longer than average. During the Global T g
. . . . c
Financial Crisis, for instance, the RBI was O
X

triggered in mid-2008, nine months before the
stock market actually bottomed.

RBI has been right more often than not. The A

broader implication of its success is that the time

to buy is when the news is all, or even mostly, all

bad. If you wait until the news is good, you will 2

miss out on much of the stock market’s -
subsequent recovery. As Fosback wrote in 2008: 0

6

III

“If it’s a recession... Buy

- Mark Hulbert

DSP

* Triggered 7 months after NBER said recession began Source: Hulbert Ratings (Based on concept from Norman Fosback)

Source: DSP, Norman Fosback, Hulbert Ratings, Marketwatch, as on May 2023




“The only article Lady Fortuna has no control over is your behavior. Good luck.”

“One common psychological trap that agents may fall into is that clients expect action,

or to be more accurate, fund managers expect clients to expect action!” — Nick Sleep

DIVERSIFICATION AND THE AVERAGE INVESTOR

"The grim irony of investing is that we investors 20-year annualized return by asset class (2001 - 2020)
as a group not only don't get what we pay for, we 10%
H o

get precisely what we don't pay for."—Jack Bogle

Why does the average investor
return fall behind all other assets?

T investors were ever to have an anti-anthem, it 304,
could be this: "It’s no surprise to me, | am my
own worst enemy.”

6% -
Chasing performance, chasing the fanciest
investment idea, diversitying too much or too 4%

6.4%

little, panicking at the worst possible time... The

list is endless. The pitfalls are too many. The only
sanity check for investors is to stay for the long 2% -
term, not overpay, and not do anything stupid.

0% -+

-2% -

Bonds
Cash

REITS
60/40
40/60
Homes
Inflation

EM Equity
Small Cap
High Yield
S&P 500
DM Equity
Commodity

Average Investor

DSP

Source: JP Morgan, DALBAR Inc, DSP Source: DALBAR Inc., MSCI, NAREIT, Russell, J.P. Morgan Asset Management. Data as of December 31, 2020.




“Don’t look for a needle in the haystack, just buy the haystack”

Investors often seek that one exceptional stock within Investment growth since Nasdaq peak in March 2000
the vast expanse of the market, hoping it will bring 400

success. Jack Bogle, the visionary founder of the

Vanguard Group & pioneer of index funds, wisely

advised, “Don't look for a needle in the haystack, just buy 350 —NASDAQ 100 STOCK INDX —CISCO SYSTEMS

the haystack. INTEL CORP —~ORACLE CORP

Although Bogle shared this wisdom back in the 1970s, its 300 —QUALCOMM INC

relevance endures even today. It resonates with us as a
reminder of the merits of investing in the entire index 250
rather than fixating on individual stocks.

Consider the performance of some leading Nasdagq 100 [PA8LS,
companies vs the index itself. From the top 10
companies in the index back in 2000, 4 have under
performed the index, 5 are no longer part of the index.

If an investor had chosen to invest solely in these
companies, given their significant weightage within the
index, it may not have been the best decision. It is likely
that they would have generated lower returns than if
they had invested in the entire index itself.

By heeding Bogle's advice and embracing the "haystack”
of the index, investors can position themselves for more
consistent and rewarding investment outcomes.

DSP Source: Parth Shah, DSP, Bloomberg, Data as on May 2023
|
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“The four most dangerous words in investing are: 'This time it's different.

1300
_ — ———— Bitcoin
Every single time it actually feels like: “This time
it’s different’. But it never is. 1100
Financial bubbles and busts continue to There are no new eras or permanent plateaus.

resurface due to a confluence of psychological,
economic, and systemic factors. Deeply rooted in =Y,
human nature, these phenomena are fueled by

herd behavior, irrational exuberance, and a

potent cocktail of greed, fear of missing out, and 700
unwarranted confidence.

Beyond the influence of human psychology, . Dot Com US Biotech
economic conditions contribute to the .
. ) Housing

persistence of these cycles. Easy credit, low .

interest rates, and speculative fervor serve as China Fang+

catalysts, igniting and perpetuating the 300

speculative mania. As a result, financial markets Japan

become vulnerable to distorted valuations and A\'

excessive risk-taking, paving the way for a 100 AP

subsequent collapse. Disruptors

Trust experts, vet ask questions. Do we deserve 00

‘Different” times? Most often the answer is “No.” e o o~ o a e e e A e Moy A e e e A e
T T ® P ® 9 ¢ ¢ pp 9 Q@ @ <@ < Q@ S g S ST A
> > > > > > > > > > > > > > > > > > > > > > > >
(qV) (qV) (O (O (qV) (qV) (qu) (O (g8 (q8] (qV) (qV) (g8 (g8 (qV) (qV) (O (O (qV) (qV) (O (qu) (qV) (qV)
= 22

>
%

, US Housing (SS5Home Index), China

DSP Gold (XAU USD), Japan (Nekkei-225), Asian Tigers (Thailand SET Index), Dot Com (Nasdag-10
——

Source: DSP, Bloomberg, Data as on May 2023 (SHCOMP Index), Biotech BBI Biotech Index, NYSE Fang+, Bitcoin, Disruptors (DJEcom index)




“There are three ingredients for success — aggressiveness, timing and skill — and if you have
enough aggressiveness at the right time, you don't need that much skill.”

12000 50%
What Howard Marks said is closely achieved by our 0
very own SIP; its inherent model makes it aggressive at 45%
the right time because it can buy more units for the 10000 0
same money when markets are down & vice versa. SYMPHONIA 40%
Here is a 20-year Nifty Index outcome for this. If we
analyze the 5-year return on daily rolling for SIP 35%
instalments done in Nifty from Jan 1, 1999, to Mar 31, 8000
2023, we get data points till Mar 31, 2018, where these 30%
instalments have completed 5 years. If an investor had
hypothetically made a daily SIP in the Nifty since Jan 1, 25%
1999, the blue line would have represented the 6000
individual returns for each SIP installment. 20%
Between Jan 1, 1999 & Mar 31, 2023, there were 7,030 4000 15%
observations that completed a tenure of 5 years, but
their CAGRs were not the same. During this period, the 10%
minimum return for any 5-year SIP installment in Nifty
was -1.8%, while the maximum return was +44.4%.. 2000 5%
Upon examining the graph, it becomes apparent that 0%
whenever the Nifty index rises, the 5-year CAGR on the »

corresponding instalments tends to decrease, while 0

during periods of Nifty decline, the 5-year CAGR on
those instalments typically increases. 3

=Adj Nifty Value =Nifty 50 Index 5yr CAGR
This insight is from the team at Symphonia Wealth

DSP

Source: Symphonia Wealth




Disclaimer

In this material DSP Asset Managers Pvt. Ltd. (the AMC) has used information that is publicly available, including information developed
in-house. Information gathered and used in this material is believed to be from reliable sources. The AMC however does not warrant the
accuracy, reasonableness and / or completeness of any information. The above data/ statistics are given only for illustration purpose. The
recipient(s) before acting on any information herein should make his/ their own investigation and seek appropriate professional advice.
This is a generic update; it shall not constitute any offer to sell or solicitation of an offer to buy units of any of the Schemes of the DSP
Mutual Fund. The data/ statistics are given to explain general market trends in the securities market and should not be construed as any
research report/ recommendation. We have included statements/ opinions/ recommendations in this document which contain words or
phrases such as “will”, “expect”, “should”, “believe” and similar expressions or variations of such expressions that are “forward looking
statements”. Actual results may differ materially from those suggested by the forward looking statements due to risks 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.

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

DSP
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