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Dear Investors,
At Naikwealth, We preach and prac se a
simple investment rule of Savings: One
should plan the savings ﬁrst and then look
a er their expenses. Your Income minus
your savings should be your expenses for

EDITOR’S NOTE

the month.
While talking to our investors, we have seen a very common
behaviour amongst the youngsters that we will start savings
a er reaching a certain level of income level. But my
argument is why wait, when you can start investments with
smaller amounts too. And one more fallacy we have observed
amongst people is they think they are saving money but are
they actually following the rule of Savings and Expenses or
they just save what is le a er incurring all the expenses?
In today's me, the problem is we can hardly
diﬀeren ate between luxuries and essen als. We are
used to a lifestyle which is luxurious and we feel that's
how life is meant to be lived. Going to restaurants,
movies, planning a dinner date, gi s, vaca on and so on
is a part of life. Absolutely there are no doubts that
these things bring excitement in our live and is like a
stress buster from our mundane work life. But is there
any way where we can reduce it? Is there any way that
we can control those voluntary expenses?
There are certain expenses like food, clothing, house
rent, grocery expenses, u lity bills, medicinal care,
personal care, vehicle maintenance, etc. are necessary
and we may not compromise on these expenses as they
are mandatory expenses.
There is a thin line between need and non-essen als, I would
like you to think and rethink on your expenses, and wherein
you may save a li le more.
As a penny saved is a penny earned!
One earns to live and give his family members a be er
lifestyle. So there are no arguments in cost cu ng but
wherever one ﬁnds a way to save money one should save it
and plan the expenses accordingly.
In this month's newsle er read about new era of inves ng &
some cu ng edge columns.

Happy Investing!
.......................................................................
NIKHIL ASHOK NAIK
.........................................................
Editor
editor@naikwealth.in

Now make Mutual Funds transactions
Online – NSE platform

T

he world is changing and so are we. It's amazing to know that from the good old
days of transferring messages from pigeon then telegram then email and now
we have come to face me and skype level. It's a commendable shi from I-age
to i-age i.e. Ice age to Internet Age. These days because of internet and smartphones
buying things online has become a hot trend. People prefer buying online on the ease
of on click. And not? When you are guaranteed the quality and you know you are
buying a brand. We have also moved on to the online banking transac ons, gone are
the days of going to banks and doing the transac ons, now everything has moved
online right from making a fund transfer to issuing a demand dra and so on.
Similar is the story with inves ng too. And how is that?
As you would be aware that while making investments in mutual funds, you have to go
through a process of ﬁlling up the forms, then sign, and issue a cheque favouring the
scheme(s). Now you have an op on of inves ng online too.
Many ques ons arise, is it safe? I would say yes, it's as safe as your transac ons made
oﬄine i.e. by submi ng the forms. So what is this online pla orm? It is an NSE
pla orm. The online transac ons will be executed through NSE (Na onal Stock
Exchange) pla orm.
The features of NSE pla orm are:
Browser based, User friendly Transac on Pla orm: the interface of the
pla orm is as simple as any portal like ﬂipkart, myntra and so on.
Single payment for mul ple investments across AMCs: This is in fact a big
advantage over the oﬄine transac ons as you are saved from the hassles of issuing too
many cheques for too many schemes, with the help of single cheque, you may process
the purchase transac ons in mul ple schemes with mul ple Mutual Funds
companies.
Paperless transac ons: Because it is online, it involves either no paper or
compara vely less paper work.
Mul ple modes of payment: Net banking, cheque, RTGS/NEFT
Conﬁrma on vide SMS/email: while doing online transac ons, the
conﬁrma on code will be sent on your Mobile number/email id provided and only
a er your conﬁrma on the transac on will be executed. This acts as an ul mate
security while doing any buying/selling/switch transac ons.
SIP through ACH debit mandate: By submi ng this form you may start SIP at
any point of me without ﬁlling up a SIP request form.
We just saw the features, now how is it more convenient for you as investors and at the
same me it also maintain transparency while transac ng, the points are:
One me investor registra on – Investor Iden ﬁca on Number (IIN)
Single cheque across mul ple investments
Single view of en re holdings in the industry
Facility to view / transact online in MF units held in non-demat mode
Conveniently trade – online / phone / paper order
Order status conﬁrma ons via SMS / emails on T day
Redemp on proceeds received directly in client's registered bank account
It's me to change from the rou ne paper work and get onto this online pla orm
where is the crucial details are also kept conﬁden al. Let's be the change and ask our
Naikwealth advisors to get us enrolled to this pla orm which oﬀers ease of
transac ons.
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uilding an investment por olio is quite a laborious task.
Maintaining it is further strenuous.

Yet, it is important to understand that inves ng need not be
complicated. You must plan, do your research, arrive at an
approxima on for your margin of safety and ul mately, be pa ent.
That said, here are some thumb rules that could guide your investments:

Equity is mainly for long-term
Equity is considered to be one of the riskiest investments. That also
makes it one of the most proﬁtable investments too. However, experts
consider that investment dura on of 10 years is ideal to reduce the risk
to your Equity investment. As a result, you would general ﬁnd Debt being
the investment choice for the short term and Equity for medium-to-long
term.

100-age = Equity exposure
When you are young, it is assumed that you can take on more risk. This is
for the simple reason that you have more me on hand to meet your
goals. And as we read earlier, Equity risk is reduced as your increase your
me dura on. This brings us to the second thumb rule: Invest more in
Equity in your youth and reduce the exposure as you age. The exact
propor on of Equity investment can be calculated by subtrac ng 100 by
your age!

Proﬁt growth > GDP growth
If you are ever confused about which stock to pick, look at the economic
growth ﬁrst. A general rule states that the company, whose stock you
select, should grow at a faster pace than the economic growth. To be
more precise, the company's proﬁt growth should outpace the GDP
growth.

High Dividend yield, low PE
When you go shopping, the idea is to get maximum return for minimum
price. Same applies to your stock investments too. Dividends are
considered a rich source of return for long-term investors. In fact, savvy
investors o en use the adage – A bird in the hand is worth two in the
bush – for dividends. At the same me, ensure you do not pay a high
price for this. So screen for stocks with low PE and high dividend yield.
Low PE means the stock is
cheap – that you not paying a lot of money for every rupee earned by the
company. Dividend yield, meanwhile, measures how much dividend you
earn for every rupee invested in a stock.

Price mul ple is expected return
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PE or the Price to Earnings ra o that we read above is an important
metric. Most analysts men on this without fail while evalua ng a stock.
It's o en called as 'Price Mul ple' too. While it is usually used to ﬁnd out if
a stock is cheap or costly, the price mul ple or PE also helps measure your
expected return – You will only pay a certain percentage extra if you
expect to earn it back over the years. So, if your stock is trading at
15 mes, it means, investors expect it to give 15% return. With this
informa on in hand, compare with proﬁt growth in the previous years
and expected forward to understand if the stock is indeed worth inves ng
in.

Share prices track EPS
Stock markets o en see bubbles. This is when stock prices increase so
much on the back of irra onal demand. Eventually, a crash is in order as
the prices correct. It can be quite loss-making for investors. This is why
you should track the company's EPS or the Earnings Per Share too along
with the stock price. Over the long run, stock prices always follow the
same trend as the company's EPS. This will help you avoid a bubble.

200 DMAs as market top/bo om
It's quite natural to ﬁnd yourself inves ng in Equity at the start of a bullrun. It may so happen that the stock prices fall marginally soon a er you
bought the stock. Don't worry, though. Look at the 200 Day-Moving
Average or DMA. Most online ﬁnancial portals oﬀer this technical
indicator. Google Finance calls it the Simple Moving Average. A price
below the DMA means a rise is in order while a price above the DMA
indicates a possible fall. Remember, though, this is only a short-term
metric.

3-6 months' income for Emergency Fund
Not all inves ng is for the future. Some has to be for the now and here,
especially when things go awry. An Emergency Fund then comes to your
rescue. Exactly how much you should invest? A ballpark ﬁgure is around
3-6 months' income. This is to ensure the Fund can help you meet
expenses for the next few months un l you get back to normal days.

20 mes your annual income for Re rement
Goal-based inves ng is when you assign a monetary value to your goal,
say re rement, and then back-track your investments over the me
period. But you need to assigning a value to begin with may not be an easy
task, especially if it is for a goal that is decades away. In this case, calculate
your approximate annual income over the next few years (decades) and
mul ply that by 20 – that should be your minimum Re rement ki y. This
is because this money is expected to meet your expenses over the
15-25 years a er you re re.
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f there is one unshakeable ground rule
in inves ng, it is this: Do not copy any
investment plan; form your own.
This is because your investment needs to
be tailored for you based on your proﬁle.
This includes the state of your ﬁnances,
your responsibili es and liabili es, and
importantly – your age.
In fact, you may have heard about the
thumb rule
“Equity investment = 100 minus age”.
So how and why does your age aﬀect your
investment? Here's a look:

Earning, investment poten al:
You can only invest as much as you earn. So,
as you age, the quantum of your earnings,
and thus investments, too increase. You
may only invest 10% of your income
throughout your life, but the actual
amount would be dras cally diﬀerent at
the age of 25 and 45 – say Rs 1 lakh and
Rs 10 lakh!

Responsibili es & liabili es:
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As you age, your responsibili es tend to
increase; a simple example: taking care of
elderly parents, wife and children. This
means a dras c increase in monthly
expenditure. This could amount to a larger
propor on of your pay-check than earlier.
As a result, experts con nuously................
recommend that you start inves ng early,
when you have zero-to-few..................
responsibili es.
For example, at the age of 25 when you
earn Rs 10 lakh per year, you could easily
save half of the income if not more
considering your monthly spending only
includes daily travel and entertainment
expenses. 10-20 years later, your monthly
outgo could also involve home and car loan
payments, your children's school fees,
house maintenance charges, etc. in
addi on to your prior expenses. This
means you can only invest about 10-25% of
your income.
Let's understand this keeping the........
investment me line in mind: Suppose you
have a 45-year goal of building your....
re rement ki y of Rs 100 crore. You
contribute 50% of your income – Rs 5 lakh –
in the ﬁrst 10 years. A er 45 years, this
money earns 10% returns annually and
increases to Rs 22.4 crore. From the
11th year onwards, you can reduce your
annual investment towards re rement to

Rs 2.86 lakh per year. This leaves enough
room to meet your increase in ..........
expenditure.

Risk-taking ability:
Investment advisors follow a rule – the
younger you are, the more risk you can take.
This is because of two key reasons: lower
responsibili es and longer me available.
When you have lower responsibili es, your
monthly expenditure is likely to be lower
too. Moreover, there is a lower probability
of you having a high-cost emergency. This
means, your investments are not likely to be
liquidated. As a result, you can go through
periods of unrealised loss.

Investment dura on:
The younger you are, the more me you
have to meet your goals, even if it is a
medium term one like buying a house at the
age of 35—if you start at 25, you have a good
10 years. Your annual investments have
more me to earn compound returns. For
example, Rs 1 lakh can increase to
Rs 2.5 lakh in 10 and Rs 4.17 lakh in 15 years.
This means, even a diﬀerence of 5 years can
mean a great deal to your investments!
Secondly, me also increases your........
investments inherent strength to withstand
risk and market vola lity. In a span of
5 years, your Equity por olio could go
through a bear phase and not recover
losses. But it's more than likely to recover
losses and give decent returns over a period
of 15 years!

How to invest according to age:
Tradi onally, experts and investment
advisors recommend a higher exposure to
Equity in ini al years. At the same, ensure
you have a small por on of Debt.............
investments in your por olio. A Balanced or
Equity-oriented Debt Fund can do this for
you. Over the years, lower this exposure.
You can undertake Systema c Transfer Plan
(STP) and slowly move your corpus from
Equity to Debt. Ensure your por olio has
around 80% Debt a year or two before your
goal. This is to ensure your returns and
capital is protected.
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Non-Performing Assets (NPA's)

A virus which needs to be cured
‘Bank of India (BoI), the country's third-largest state-run lender by assets,
posted a net loss of R6,089 crore for ﬁscal 2016—the highest by a public
sector bank (PSB)’, 'Punjab Na onal Bank has reported the highest
quarterly loss in the banking history—of Rs 5,300 crore for the quarter
ended March' – are some of the headlines that we are used to seeing on a
weekly basis in newspapers. The Indian banking sector, which acts as the
catalyst for the country's economy - as banks play a vital role in providing
ﬁnancial resources especially to capital-intensive sectors such as
infrastructure, automobiles, iron and steel etc. - as a whole, has been
largely aﬀected by a deadly virus – Non-Performing Assets (NPA's).
Indian banks have been under stress due to growing bad loans for
quite some me now. However, things have gone from bad to worse in
India's banking industry since the central bank cracked the whip on
cleaning up balance sheets. Moreover, the public sector banks have been
largely plagued by the problem of stressed assets as compared to private
sector banks; as in the last six months, 22 state-owned banks reported
losses of Rs.30,700 crore. In fact, bad loans in public sector banks have
cumula vely ballooned to more than 7 lac crore or 1.5 mes the market
value of these banks, whereas on the other hand, bad loans of private
sector banks are just about 6.6 per cent of their total valua on.
Rise of
non-performing
assets in
public sector
banks

Scroll.in

(Data : RBI(Till Jan 1,2015)c

The conven onal wisdom regarding the record build-up of impaired loans
at PSU banks is the decline in the country's growth rate in the a ermath
of the Global Financial Crisis (2008-10) and the policies of the central
government then, which caused signiﬁcant damage to new projects in
infrastructure, power genera on and civil avia on sectors. Though this
line of reasoning is not completely devoid of merit, it does not explain
why PSU banks should be bleeding profusely and private sector and
foreign banks should remain largely unscathed. More importantly, lack of
accountability has been most manifest at the level of the boards of PSU
banks. The PJ Nayak Commi ee report has brought out several
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interes ng bits of anecdotal informa on about their dysfunc onal role.
Along with the reforms suggested by the report vis-à-vis the PSB's, the past
boards should also be held accountable for what appears to have been
systema c gaming of rules on restructuring.
The RBI, under the able guidance of Mr.Raghuram Rajan, had
ini ated the cleaning of bank balance sheets by conduc ng the Asset
Quality Review (AQR) to iden fy the speciﬁc accounts, which banks have
to iden fy as non-performing. The RBI has set March 2017 as deadline for
banks to clean up their balance sheets, forcing them to promptly disclose
NPAs, take remedial measures and also make adequate provisions in their
ﬁnancial statements. Mr.Rajan is of the view that, while the proﬁtability of
some banks may be impaired in the short-run, the system, once cleaned,
will be able to support economic growth in a sustainable and proﬁtable
way.
On the other hand, investors of PSU banks are wondering how
much of their value has been eroded by the non-performing assets (NPAs)
crisis. However, before making a hasty retreat, it is important to
understand how long this situa on is likely to last and the correc ve
measures being taken by the government, regulatory authori es and the
banks. The passage of the Bankruptcy Bill by the Parliament would pave
the way for faster winding up of unviable units and recovery of loans. Also,
the Strategic Debt Restructuring (SDR) scheme, introduced by the RBI in
2015, has made it easier for banks to acquire a majority stake in ailing
companies by conver ng their s cky loans into equity. Consolida on of
PSU banks is also being encouraged by the RBI and would improve the
performance of some of these banks. Reversing of the commodity cycles,
government's eﬀorts to improve business environment, and schemes such
as Make in India are all likely to improve the performance of the stressed
sectors, making it easier for the borrowers to repay loans. Further, the
appointment of the Bank Board Bureau is a welcome step and will help in
improving the quality of the top management in PSU banks.
The banking sector fosters the produc on, distribu on, exchange
and consump on processes in the economic system. It s mulates the ﬂow
of funds in the economy and fuels economic growth. A strong and
transparent banking system can act as a backbone for any country's
development. So, the steps taken by RBI, though may be perceived bold,
but are necessary. It can be fairly said that, Mr.Rajan has ini ated a
'Banking Revolu on' in our country by aiming to revive the ailing PSB's; the
kind which no one ever dared before. It would be a major coup, not only on
his part but for our country as a whole, if he succeeds. However, pa ence is
the name of the game, and only me will tell whether he manages to pull
oﬀ this herculean task.
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