All You Need To Know About SIPs
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What Shapes Your SIP Returns?

Most investors fixate on the
final number they hope to see

).
» Market
Returns

The investment journey - path you take to get there — the ups,
downs, and decisions along the way — matters just as much.
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Is It Just The Market’s Long-term Return, Or The Ride
Along The Way?

Market’s Long-term Returns
Impact On SIP

Returns
Bull Flat Bear

Intermittent High
Market Journey

+ I

(Period of
Drawdowns/
Negative returns) | LOW

r — 1 Best Phase for SIP Investors = Long term Bull Market + Extended
R Periods of Drawdown / Negative Returns
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A Little SIP Riddle!

Assume the end-markeft returns are the same.
Which market journey would provide the best SIP returns?

SIP i SIP SIP
start End start End
SIP SIP
start End
SIP SIP
start End

DSP



Before we get to the answer

Let’s walk you through some important insights, with real-life examples

How both the market journey and the market returns matter for SIP
performance.

DSP



In a long-term bull market,
longer intermittent periods of negative returns can deliver higher SIP returns.

: Nifty Smallcap
Nifty 50 250
Lumpsum 1.7% 1.7%
SIP 12.6% 14.2%
% time drawdown
. 200, 1% 45%
\
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During intermittent periods of negative returns, topping up your SIP can
further improve your returns

: Nifty Smallcap

Nifty 50 250
Lumpsum 11.7% 11.7%
SIP 12.6% 14.2%
Top up SIP during 12 79 14 5%
drawdown
% time drawdown < . .
20% 11% 45%

\/‘//
2006 2010 2014

maximum drawdown.

2018

n'ﬁ Bull Market

)

=Nifty 50
Nifty Smallcap 250

2022

DSP Source — NSE. Here, a top-up SIP means contributing an amount every month equivalent to the fund’s
[



An SIP started at a market peak can still outperform a lump sum
Adding a top-up can further enhance returns.

Nifty 50 vs Forward 5 year returns

May-92 Sep-94 Feb-00 Jan-08

Lumpsum -4.0% 0.2% 5.4% -0.6%

Bull Market
SIP 25% 11.8% 20.2% 9.5%
Top up SIP 3.2% 12.2% 20.9% 10.2%

Y

Nov-10 Dec-14 Nov-19
Lumpsum 53% 7.0% 17.4%
SIP 10.2% 9.8% 19.3%
Top up SIP 10.3% 9.9% 19.5%

1990 1994 1998 2002 2006 2010 2014 2018 2022

DSP Source — NSE. Here, a top-up SIP means contributing an amount every month equivalent to the fund’s
- maximum drawdown.



Invested at the 2008 peak and exited at the Covid bottom
The SIP still delivered

Nifty 50
: (
If held units for 1 more year :
Lumpsum 6.7%
SIP 11.5%
Top up SIP 11.6%
{ ' "

Flat Market

Lumpsum 0.1%

SIP 2.8%

Top up SIP 3.3%

2008 2012 2016 2020

DSP Source — NSE. Here, a top-up SIP means contributing an amount every month equivalent to the fund’s maximum
drawdown.



Apr-92
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Long periods of drawdowns mean more units.
More units mean positive SIP returns,
even in a flat market

Nifty 50 (Apr 1992 to Apr 2003)

Lumpsum 0.1%
SIP 3.3%
Top up SIP 3.6%

Apr-03

Source — NSE. Here, a top-up SIP means contributing an amount every month equivalent to the fund’s maximum

drawdown.

Flat
Market



Jan-08
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A longer period of drawdowns can benefit an SIP, provided
there’s a subsequent recovery.

Nifty Smallcap 250 (Jan 2008 to Jun 2014)

Lumpsum 0.1%
SIP 3.3%
Top up SIP 3.6%

Flat
Market

Jun-14

Source — NSE. Here, a top-up SIP means contributing an amount every month equivalent to the fund’s maximum

drawdown.



Sep-00
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A longer period of drawdowns can benefit an SIP, provided
there’s a subsequent recovery.

S&P 500 (Sep 2000 to Nov 2006)

Lumpsum 0.1%
SIP 3.3%
Top up SIP 3.6%

Flat
Market

Nov-06

Source — NSE. Here, a top-up SIP means contributing an amount every month equivalent to the fund’s maximum

drawdown.



A longer period of drawdowns can benefit an SIP, provided
there’s a subsequent recovery.

Nikkei 225 (Jan 1990 to Nov 2024)

Lumpsum -0.1%
SIP 4.6%
Top up SIP 4.8% Flat
Market
Jan-90 - Nov-24

DSP Source — NSE. Here, a top-up SIP means contributing an amount every month equivalent to the fund’s maximum
P —— drawdown.



A long period of drawdowns followed by a sharp recovery can
be a dream journey for SIP investors.

Apr-15
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Nifty Pharma Index (Apr 2015 to Nov 2024)

Lumpsum 6.6%
SIP 14.9%
Top up SIP 15.1%

No of Units ==Nifty Pharma

Bull
Market

Nov-24

Source — NSE. Here, a top-up SIP means contributing an amount every month equivalent to the fund’s maximum

drawdown.



Neither a lump sum nor an SIP may work in a hear market with no recovery,
but an SIP can still reduce the cost of holding.

Nifty Realty (Jan 2008 to Oct 2018)

Lumpsum -18.0%
SIP -3.7%
Top up SIP -3.4%
Bear
Market
Jan-08 No of Units = ==Nifty Realty Oct-18

DSP Source — NSE. Here, a top-up SIP means contributing an amount every month equivalent to the fund’s maximum
P — drawdown.



So, back to the SIP Riddle

Option D would have given the best SIP returns, followed by Option B.

SIP SIP
start End Sfal;f; I:%g’
SIP SIP
start End

SIP SIP

start End
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Why Is It So?

Because falling markets help investors acquire more units and reduce
the average cost of acquisition.

Units acquired Cost of Portfolio
acquisition Value

------------------------------------------------------------------------------------------------------------------------------------
’ .

Falling
Markets

’ *
) *
....-....“..-......--.........-- .................................................................................................................

Rising
Markets
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What Should An Investor Do With Their SIP?

v' Continue SIP
regardless of market movements if the long-term outlook is bullish

v Top Up SIP
whenever markets are down

v’ Start an SIP if you haven’t already -
every time is a good time if the long-term outlook is bullish
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Start Your SIP With
DSP Equity Funds, Now.
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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
assoclated 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. Past performance may or may
not be sustained In future and should not be used as a basis for comparison with other
investments. These figures pertain to performance of the index/Model and do not in any
manner indicate the returns/performance of this scheme.

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