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Stock market has delivered returns of 17% CAGR over last 20 years

Wealth Creation Journey of Indian Stock Market

Source: MFIE. Reference: Nifty 50 TRI. Data as of June 2023. Past performance may or may not sustain in future.
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Annual Volatility in the GDP, Earnings & Index

The Markets are more Volatile than Economic Growth and Corporate Earnings

Source : Howard Marks memos, Bloomberg, MFIE, UTIResearch . References : India Nominal GDP, Nifty 50 EPS,Nifty 50 TRI. Volatility in YoY growth is measured using
standard deviation . Financial Year data as of March 2023. Past performance may or may not sustain in future .

Investors find participation in the wealth creation journey of equity difficult 

because of the challenge posed by volatility

Returns & Volatility over 20 years (p.a.)

GDP Corporate Nifty 50
Earnings TRI

Return 12.7% 11.5% 17.0%

Volatility 4.7% 14.0% 31.7%
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Why Valuations Matter?

Data Period : FY2008-FY2023
Source : AMFI, UTIResearch . Reference ðTrailing 12M Nifty 50 PEfor the respective month end, Forward 1-year, 2-years & 3-years returns of Nifty 50 TRIfor each month end .
Cumulative monthly net flows for each FYfor equity, equity -oriented hybrid categories and solution -oriented schemes taken in account . From FY2022, index fund flows
have been excluded, considering significant flows in fixed income index funds in this category . Past performance may or may not sustain in future .

Investors behavior appears to be driven more by emotions than valuations

Nifty 50

PE Ratio

Cumulative Monthly 

Equity MF Net Flows* 

(INR Cr)

Average Forward Returns of Nifty 50 TRI (CAGR)

1 Year 2 Years 3 Years

PE < 20 15,974 28.2% 20.1% 15.6%

PE > 20 10,69,404 6.6% 9.2% 10.0%
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Volatility & Emotional Responses result in the Behavior Gap

Source : Morningstar ðMind the Gap Study ðNov 2022. The study considered asset weighted returns across India Mutual Fund categories for the data as of Jun 2022.
Past performance may or may not sustain in future .

Compromising the investors experience

Value of an investment of Rs 1 CrReturns (CAGR)
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Letõs look at another aspect of 
Wealth Creation Journey:

Asset Allocation
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Asset Classes have Different Risk & Return Profile

Source: MFIE, UTI Research. Data Period: Jun 2003 to Jun 2023. Reference: Equity ðNifty 50 TRI, Fixed Income ðNifty Composite Debt Index.
Standard Deviation based on daily rolling returns for the period. For correlation, daily 1 -year rolling returns of the indices c onsidered. Past performance may or may not 
sustain in future.

Higher returns of Equity asset class are coupled with 

higher volatility vis-à -vis Fixed Income

Correlation between Asset ClassesRisk & Return of Asset Classes

Low negative correlation between equity & fixed 

income creates a strong case for diversification across 

these asset classes to reduce portfolio risk
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15.9%

12.4%
10.4%

19.8%

11.1%

7.0%

90E+10FI 50E+50FI 30E+70FI

Returns (CAGR) Standard DeviationE - % Equity; FI - % Fixed Income

Combination of Equity & Fixed Income Assets provides Better Risk -adjusted Returns

Source: MFIE, UTI Research. Data Period: Jun 2003 ðJun 2023. References: Equity ðNifty 50 TRI, Fixed Income ðNifty Composite Debt Index
Standard Deviation based on daily rolling returns for the period. Past performance may or may not sustain in future.

Asset allocation is important in navigating market volatility
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The Challenge with Asset Allocation & Rebalancing

Challenges

Analyse securities, construct 

portfolio and manage risks

Manage emotions ð

Greed & Fear

Tax incidence on portfolio 

rebalancing each time

Plan, review and 

rebalance asset mix with 

market changes
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How to Overcome the Behavior Gap?

Consider investing in a strategy which is

Professionally 

managed

Factor driven 

model -based asset 

allocation strategy

Eliminate behavioral 

biases

Disciplined

approach

Dynamic portfolio 

rebalancing

Tax efficient 

returns


