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Do you have a Religare

in your portfolio?

Average Assets Under  Management for August 2009  :  Rs.14,743.89 Crores
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Market round - up
Equity

Markets remained volatile on the back of mixed global 
cues, trading in a very narrow range. The benchmark 
index Sensex closed flat in August at 15,667. MSCI 
India (US$) lost a marginal 1% over the month and 
performed in line with the MSCI Emerging Markets 
Index. IT, Industrials and Energy sectors were relative 
out-performers, while Consumer Staples, Telecom 
and Utilities underperformed. The Mid cap index 
outperformed the Large caps marginally for the 
fourth consecutive month.

Sentiment for IT sectors improved further with 
improvement in growth outlook for developed 
economies. Rupee depreciation over the month also 
helped IT sector's out-performance. With easier 
access to capital and improvement in business 
sentiment, outlook for the investment cycle is 
improving and is helping the out-performance for 
Industrials. Consumer Staples, Telecom and Utilities 
- companies underperformed. Underperformance 
of Consumer Staples can be largely attributed to 
weak monsoon progress. Seasonal rainfall has been 
deficient this year and is 25% below normal so-far. 
Increasing competitive intensity continues to dampen 
sentiment for the Telecom sector.

Foreign Institutional Investors (FII) remained buyers 
of Indian equities over the month buying net US$1.0 
billion over August. FII net buying (YTD) aggregates 
to US$8.3 billion at the end of August. Domestic 
mutual funds bought US$136 million of equities over 
the month and YTD net buying aggregates to US$978 
mn.

India GDP growth for the quarter ended June 
was reported at 6.1% yoy was in line with market 
expectations. On a sequential basis, the growth 
momentum moderated to 6.7% qoq (seasonally 
adjusted) in the quarter from 8.2% in 1Q09. Growth 
was largely driven by revival in manufacturing (+24% 
qoq) and pre-election public works spending that 
boosted construction (7.6% qoq) and electricity 
output (5.8% qoq). Much of manufacturing growth 
reflected strong auto production. Services grew a 
weak 1.6% qoq as the impact of government stimulus 
faded away. Indeed community and social services 
(the category that includes government services) 
contracted 19% qoq from +46% in the March quarter.  
Agriculture contracted 1.8% qoq, but this was not due 
to the deficient monsoon. The impact of lower rainfall 
will be felt in 3Q and mostly in 4Q.

The government released a far reaching Draft Direct 
Tax Code which could potentially be implemented 
from April 2011. Key changes proposed under the draft 
include (a) Rise in personal income tax slabs, thereby 
potentially reducing income tax for individuals; (b) 
Reduce the effective corporate tax rate to 25% (c) 
Shift in MAT base from book profits to gross assets; 
(d) Tax deduction limit on savings increased to 
Rs.300,000 from Rs.100,000 earlier; (d) Scrap the 

distinction between long term and short term capital 
gains tax; (f) Security transaction tax to be abolished; 
(g) Deduction of Rs.1,50,000 for housing loan interest 
payment to be removed.  On an aggregate basis we 
suspect that the proposal will not significantly change 
the government’s tax collections but the principle 
underlying the changes is very progressive and 
welcome.

The fiscal deficit and government’s borrowing needs 
to continue to put pressure on interest rates even 
though credit growth lagged deposit growth for the 
seventh month in a row and in fact credit growth 
slipped to a 51/2-year low of 15% yoy. The benchmark 
10-year treasury yield shot up sharply by 40 bps over 
the month and is currently at 7.43%.

India WPI fell 0.95% yoy (for the week ended Aug 15), 
for the eleventh consecutive week because of last 
year's high base. The annual inflation rate was 12.82% 
during the corresponding week of 2008.  However 
given the week on week trends and the lack of a base 
effect,  rising food prices; WPI inflation may well be 
headed to above 7% by March next year.  The rupee 
depreciated by 1.8% against the US$ over the month. 
The rupee has been among the weaker currencies 
in recent months largely due to worries on the fiscal 
front.

Industrial production surged to a 16-month high 
growing 7.8% yoy in June beating expectations and 
was the highest since February 2008 (9.5%oya). Data 
such as commercial vehicle sales, car and cement 
sales suggest that a recovery is continuing.

Concerns have started to surface globally that the 
recovery in the financial markets has outpaced the 
recovery in the real economy. There is also a need 
for governments and central banks to find an exit 
strategy from the dramatic stimulus and easing they 
provided last year. Israel is one of the first emerging 
markets to witness a rate hike this year and several 
other economies are also expected to act by the end 
of this calendar year. In China, where there has been a 
slowdown in the expansion of credit; equity markets 
have reacted negatively dropping nearly 25% in recent 
days. With inflation expected to be well above 7% by 
March the RBI will have to reverse its easy liquidity 
stance as well.

We take comfort from the data indicating that India is 
witnessing a recovery in growth and remains on track 
for 6-6.5% GDP growth in FY 2010. But valuations are 
now above the 10 year average and a recovery has 
been largely factored into the markets.  Our approach 
at this point is guided more by bottom up value 
considerations and the key risk we perceive remains 
the global correlations and the prospect of rising 
interest rates.

Vetri Subramaniam
Head of Equity Funds
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Ashish Nigam
Head of Fixed Income

Fixed Income

Markets continued to be choppy for the month, 
especially for the long bonds. Benchmark 10Y touched 
a high of 7.43% due to continued supply of gilts. 
Clearly, lack of sense of any direction on interest rate 
and lack of appetite for gilts saw 10Y benchmark rising 
by over 40 basis points for the month. The macro 
numbers continued to show sign that the economy 
is on recovery path. Real GDP growth bottomed out 
to 6.1% in the June 09 quarter from 5.8% in March/
December. The winter wheat crop ended up larger. 
Secondly, 7.8% June industrial growth was stronger 
than expected. Finally, transportation is picking up. 
Poor rains will likely still pull September/December 
growth down to ~5%. While the MET forecasts rain 

autumn – kharif – cropping 6.5%. Besides, erratic rains 

0.21 pc versus (-) 1.74 pc at the start of the month. 

rose sharply above expectations to 11.9% yoy in July 
from 9.3% in June, the highest in more than a decade. 
Near drought like concerns also weighed heavily 

slippage.

Liquidity continued to be easy with RBI LAF bids in 
excess of INR 125,000 crores for the entire month. 

Despite easy liquidity, money market yields also 

moved up by 20-30 basis points on continued 

borrowing from banks and corporates. Easy liquidity 

ensured that the overnight rates remained easy. 

We expect the RBI to try to quell the present yield 

spike by hiking weekly OMO, especially as drought 

relief will likely pump up the already large government 

borrowing ~ Rs.200bn. This should allay banks’ MTM 

fears as the paper gets transferred to the RBI’s books. 

There is also no liquidity impact as the bank surplus 

is getting parked in parallel reverse repos. Besides, 

the RBI has utilized about ~Rs.500bn of the 1HFY10 

Rs.800bn commitment. We expect gilts to trade in a 

We expect that RBI to reduce borrowing duration via 

the newly introduced sub-91 day Cash Management 

Bills, or expand banks’ held-to-maturity for gilts.

With liquidity expected to remain comfortable, the 

short-end of the curve should remain at current 

levels. There may be some uptick in the yields due to 

September advance tax payments and quarter ending 

where MFs may see corporates and banks redeeming 

from debt funds and money market funds. With 

weekly supply of gilts expected to go down in H2, 

bond yields can be expected to ease.

Market round - up
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As on 31st August, 2009

Dividend Option

28-Jan-08 1.5 14.74

Equity & Equity Related Instruments 95.30

Reliance Industries Ltd. 5.96

Maruti Suzuki India Ltd. 3.39

Power Finance Corporation Ltd. 3.36

Bharat Heavy Electricals Ltd. 3.30

Hindustan UniLever Ltd. 3.30

Manappuram General Fin & Leasing Ltd. 3.19

Bharat Electronics Ltd. 3.02

Oil & Natural Gas Corporation Ltd. 3.00

Housing Development Finance Cor. Ltd. 2.77

Lupin Ltd. 2.67

Educomp Solutions Ltd. 2.60

Eicher Motors Ltd. 2.57

Bharti Airtel Ltd. 2.52

Infosys Technologies Ltd. 2.48

Mcleod Russell India Ltd. 2.35

HDFC Bank Ltd. 2.30

Onmobile Global Ltd. 2.29

Marico Ltd. 2.16

ICRA Ltd. 2.15

Sun TV Network Ltd. 2.09

Jain Irrigation Systems Ltd. 2.00

South Indian Bank Ltd. 1.96

ICICI Bank Ltd. 1.87

Torrent Power Ltd. 1.76

Shree Renuka Sugars Ltd. 1.73

BGR Energy Systems Ltd. 1.71

Britannia Industries Ltd. 1.70

Pantaloon Retail (India) Ltd. 1.66

Dishman Pharmaceuticals & Chemicals Ltd. 1.59

Asian Paints Ltd. 1.58

Corporation Bank 1.56

Exide Industries Ltd. 1.55

Sadbhav Engineering Ltd. 1.55

United Phosphorus Ltd. 1.54

Yes Bank Ltd. 1.42

Balkrishna Industries Ltd. 1.41

Phoenix Mills Ltd. 1.41

Apollo Hospitals Enterprise Ltd. 1.35

Indian Oil Corporation Ltd. 1.32

Mahindra Lifespace Developers Ltd. 1.26

Punj Lloyd Ltd. 1.02

Hindustan Zinc Ltd. 1.01

Financial Technologies India Ltd. 1.00

Great Eastern Shipping Corporation Ltd. 1.00

Bata India Ltd. 0.97

Gammon Infrastructure Projects Ltd. 0.52

Warrants

Housing Development Finance Cor. Ltd. 0.38

Cash & Cash Equivalent 4.70

Total 100.00

Religare Tax Plan
(An Open-Ended Equity Linked Savings Scheme with a lock-in period of 3 years.)

Key Facts Portfolio

Sector Classification5 Dividend Distribution6

Company
 % of Net

Assets 

Record Date Rate Cum-Dividend
(Re/ Unit) NAV p.u. (Rs.)

Company
% of Net

Assets 

Performance (as on 31st August, 2009)

Period Growth Option2 BSE 100

1 Month 3 3.71% 0.60%

3 Months 3 16.40% 7.94%

6 Months 3 73.45% 82.13%

1 Year 4 21.68% 7.93%

Since Inception 4 10.71% 6.31%

2Past performance may or may not be sustained in future. 3Absolute Returns   4Compounded Annualised Returns.

6Past performance may or may not be sustained in future.
Dividend is on face value of Rs. 10/- per unit. After the payment 
of dividend, the per unit NAV will fall to the extent of dividend 
payout and applicable statutory levy, if any. 

Please refer Back Cover for * and Disclaimer
5Sector Classification as recommended by AMFI. 
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Transportation

Non - FerrousMetals

ConstructionProject

Healthcare Services

Pesticides

Retailing

Power

Industrial Products

Media&Entertainment

Telecom- Equipment&Accessories

Telecom- Services

AutoAncillaries

Oil

Miscellaneous

Diversified

Pharmaceuticals

Construction

Auto

Software

PetroleumProducts

Industrial Capital Goods

Finance

Banks

ConsumerNonDurables

Type of Fund An Open-Ended Equity Linked 

Savings Scheme with a lock-in 

period of 3 years

Investment 

Objective 

To generate long term capital 

growth from a diversified 

portfolio of predominantly equity 

and equity-related securities.

Load Structure* Entry 

Load

Nil

Exit

Load

Nil

Minimum

Investment

Rs. 500/- & in multiples of

Rs. 500/- thereafter.

Additional

Purchase

Rs. 500/- & in multiples of

Rs. 500/- thereafter.

Inception Date 29th December 2006

NAV p.u. (in 

Rs.) as on 31st

August 2009

Growth :   13.13 

Dividend :   11.78 

Portfolio 

Turnover 

Ratio(1 Year)

1.28

Risk Ratios1 Standard Deviation 11%

Sharpe Ratio 0.08

Beta 0.84

1 Since Inception.
(Risk-free rate of 3.22%

based on 91 days T-Bill Rate)

Benchmark

Index
BSE 100

AUM Rs. 94.42 crores

Fund Manager 

& Experience

Vetri Subramaniam

Total Experience : 15 Years

Experience in managing this fund : 

Since December 16, 2008




