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Relationship between Bond yields

and Equity markets

Inflation is on rise across the world and as a result
interest rates are also expected to go up and there are
different narratives going around on how equity
markets would behave if yields move up from here
and if we look to analyse relationship between bond
yields and equities, it shows that historically, while
equities have experienced volatility when bond yields
have risen significantly, rising yields have also been
accompanied by rising equity markets. This is essen-
tially because if better growth is driving inflation
upwards and if that results in a rise in yields, then it
reflects optimism on the economy and equities are
likely to do well under such a scenario. However, since
the launch of monetary stimulus last year globally by
central banks and the crash in bond yields and deposit
rates, the narrative that was used to justify a bull case
for equities was that there is no alternative to equities.
Hence, when bond yields actually start moving up as
they have since early part of this year, an
alternative for equities that is fixed income or debt is
actually emerging. So how should one look at it? So
theoretically, increase in bond vyields is negative for
equities. This is for four reasons- One, increase in
yields will make borrowing costs more expensive and
will negatively impact the profits of corporates and the
savings of individuals who have taken debt. Second is
increase in bond yields is on expectations of inflation
and inflation erodes the value of savings. So lower
value of savings, implies lower purchasing power,
which will affect demand for companies. Third is,
increase in bond yields makes them relatively more
attractive as an investment option; and fourth, higher
yields reduce the value of the net present value of
future expected earnings of companies. The NPV is
used to determine the fundamental value of a stock.
The discounting rate increases when bond vyields
increase, and this lowers the NPV and the fundamen-
tal value of the stock. So, what does reality and data

indicate to us? And how should we look at rising yields
when approaching markets? so, it depends on the
period used for the comparison. For example, if you
restrict the analysis to 2004-2007, the correlation
between the 10-year GSec yield and Nifty 50 was
strong. However, if you extend the horizon and com-
pare for the 20-year period from beginning of 2001 till
now, the correlation is negative. And we have done
this analysis using various periods and there is no
co-relation. What this implies is that the data is not
conclusive and claims that bond yields and
equities are positively correlated cannot be used as
basis for investment decisions. Hence, the basic
thing that is important in markets more than bond
yields and more than anything else is to invest in
stocks that have path for better profitability when inter-
est rates go up. For example, a company having a
stronger balance sheet can gain market share versus
debt-laden competitors; market leaders with good
pricing power can gain even when inflation is on the
rise. Another important parameter is starting point of
valuations, if one starts when valuations are expen-
sive, returns would come out mediocre, while if one
begins when there is too much pessimism or
negativity, returns would come out extraordinary. For
instance, if one were investing in fall of March-April of
last year or between crash of 2008; when equity
markets were extremely cheap, returns would have
been extraordinary.
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Market Outlook:

On economic recovery, we believe that economic recovery although it is delayed a bit, it continues to remain on
track as the domestically, both the Govt. and RBI measures are to spur growth through structural reforms and
globally, economies continue to support Growth with various fiscal and monetary stimulus measures. With
developed economies reporting strong set of activity numbers, demand recovery is expected which may
benefit Indian exports. The current macro-economic scenario is much more conducive for a business cycle
recovery as we are at nascent stage of economic cycle and sentiments too are not euphoric. We continue to
remain positive on sectors which are closely linked to the economic recovery like corporate banks, capital
coods, power, infrastructure, manufacturing etc. We continue to remain positive from long term perspective and

we suggest investors to keep surplus ready for investments and use the same whenever there is correction!

Source of information:
- Bloomberg | Media Reports

- Broker Research Reports | Government Websites | Company Press Release
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A multi-cap aggressive investment option, which focuses more on the future growth potential of
companies rather than only low valuation of stocks. The strategy is well balanced with LargeCap, MidCap

& SmallCap allocation.

PORTFOLIO CLASSIFICATION PORTFOLIO METRICS

Cash, 12.3%

Parameters Strategy Benchmark

Small Cap,
12.0% 5Y Average ROE 14.0% 10.7%
TTM P/E 26.0x 31.3x
1Y Forward P/E 21.1x 26.0x
TTM P/BV 4.2x 3.3x
Dividend Yield 0.9% 1.1%
Large Cap: Top 100 companies by market cap (sorted in descending order) Beta 0.8 1.0
Mid Cap: Companies with market cap beyond top 100 till 250" company
Small Cap: Companies with market cap beyond top 250 companies
TOP SECTOR CONCENTRATIONA (85%) TOP 10 STOCKS EXPOSURES” (39%)
Materials I 16.7% State Bank of India IS 5.9%
Industrials T 15.5% NTPC Ltd. I 4. 5%
BFS| N 14.1% Sun Pharmaceutical... mE—— 4.1%
Health Care mEE—————— 7.9% Kaveri Seed Company Limited m—— 3.7%
Consumer Discretionary - 7.3% Reliance Industries Ltd. n—— 3.7%
Utilities m—— 6.4% J.B. Chemicals &... mm—— 3.5%
IT ——— 55% Carborundum Universal Ltd. . 3.4%
Consumer Staples I 5.5% Galaxy Surfactants Limited - 3.4%
Energy mmmmmm 3.7% Minda Industries Limited m——— 3.4%
Communication Services mHEE 2.6% Atul Ltd. e 3.3%
PORTFOLIO PERFORMANCE
73.7%
55.6%
26.3%
0 15.1% 17.4% 16.8% 13.8% 18.3% 17.1%
132% ¢ 59 93% 11.2% 8.4%
S E B = N
— []
1 Month 3 Month 6 Month 1 Year 2 Year 5 Year 10 Year S.1.

H Alpha Growth Nifty 200

Nifty 200 is the benchmark .
(Performance is computed using the TWRR method. Performance is net of transaction costs and post management fees. Past performance may or

may not be sustained in future. Returns of individual clients may vary depending on time of entry.)

Performance are not validated or verified by SEBI. The equity-oriented portfolios use S&P Nifty Index as the benchmark.

Returns on equity-oriented portfolios are calculated on time weighted average rate of return basis, considering all inflows and outflows into the consolidated
portfolios during the period in terms of Regulation 14 of the SEBI (Portfolio Managers) Regulations, 1993.

FOR PRIVATE CIRCULATION ONLY
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Strategy focuses on providing long term capital appreciation by investing predominantly in Small &
Micro Cap companies. The bottom up approach employed in the strategy endeavours to select and

invest in good quality, high growth companies at a reasonable price.

PORTFOLIO CLASSIFICATION

Cash, 9.9%

Large Cap,
[ 8.3%

Parameters

5Y Average ROE
TTM P/E

1Y Forward P/E
TTM P/BV
Dividend Yield

Large Cap: Top 100 companies by market cap (sorted in descending order) Beta

PORTFOLIO METRICS

Strategy Benchmark
16.3% -0.4%
24.0x 41.8x
17.5x 23.7x

4.2x 3.2x
1.0% 1.0%
0.8 1.0

Mid Cap: Companies with market cap beyond top 100 till 250t company
Small Cap: Companies with market cap beyond top 250 companies

TOP SECTOR CONCENTRATIONA (90%)

I 23.9% Deepak Nitrite Limited

I 19.1%
I——— 17.1%

Materials

Chambal Fertilizers &...

Industrials
Minda Industries Limited

Consumer Discretionary

Utilities NG 12.6% J.B. Chemicals &...
Consumer Staples M 5.3% Carborundum Universal
Ltd.
Health Care NN 5.2% NTPC Ltd
Galaxy Surfactants
BFSI M 4.6%

Mayur Uniquoters Ltd

Real Estate Wl 2.3% Polycab India Limited

PORTFOLIO PERFORMANCE
103.80%
88.11%
)
34.399 3°42%
22.19%

15.39%
4.49% 6.93%
- []

1 Month 3 Month 6 Month 1 Year
W Emerging Business Opp portfolio - | BSE - Small

BSE SmallCap is the benchmark .

Kaveri Seed Company...

TOP 10 STOCKS EXPOSURES (50%)

I 5.9%

I 5.4%

I 5.4%

I 5.3%

I 5.2%

... I 5.2%
I 4.9%

... I 4.8%
I 4.6%
——— 3.7%

33.09%
25.01%
16.36%
. 5.35%
[
2 Year S.I.

Cap

(Performance is computed using the TWRR method. Performance is net of transaction costs and post management fees. Past performance may or

may not be sustained in future. Returns of individual clients may vary depending on time of entry.)

Performance are not validated or verified by SEBI. The equity-oriented portfolios use S&P Nifty Index as the benchmark.
Returns on equity-oriented portfolios are calculated on time weighted average rate of return basis, considering all inflows and outflows into the consolidated

portfolios during the period in terms of Regulation 14 of the SEBI (Portfolio Managers) Regulations, 1993.

FOR PRIVATE CIRCULATION ONLY
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Objective of the strategy is to generate superior returns over long term with a focused multi-cap
portfolio. Portfolio Manager may take active cash & profit booking calls on the portfolio.

PORTFOLIO CLASSIFICATION PORTFOLIO METRICS

Cash, 11.5%

Parameters Strategy Benchmark
5"136”35;9 5Y Average ROE 16.4% 5.9%
o TTM P/E 28.0x 45.0x
1Y Forward P/E 21.7x 36.0x
TTM P/BV 4.6x 2.8x
L Cap, .. q
O Dividend Yield 0.7% 1.1%
Large Cap: Top 100 companies by market cap (sorted in descending order) Beta 08 1.0
Mid Cap: Companies with market cap beyond top 100 till 250t company
Small Cap: Companies with market cap beyond top 250 companies
TOP SECTOR CONCENTRATIONA (88%) TOP 10 STOCKS EXPOSURES” (43%)
Materials I 00 9% Deepak Nitrite Limited —— 6.0%

Minda Industries Limited S 5.49%
Aurobindo Pharma Ltd. IS 4.8%
Bajaj Finserv Limited S 4.6%
Industrials NN 10.6% Federal Bank Ltd. nEEESSS———— 4.0%

Consumer Discretionary [N 15.4%
BFS| N 14.4%

Health Care IS 10.4% Aarti Industries Ltd. IEEES——— 3.9%

Garware Technical Fibres... mE————— 3.8%

Mayur Uniquoters Ltd S 3.7%
Atul Ltd. D 3.3%

Utilities N 9.3%
Real Estate I 2.8%

Consumer Staples [l 2.8% Cummins India Ltd. S 3.3%

PORTFOLIO PERFORMANCE

80.2% 83.4%

29.79 -49
% 29.4% 25.6% 73.6%

14.5% 13.8% 169% 1030 o 143%
54% 4.6%
L ix B
1 Month 3 Month 6 Month 1Year 2 Year 5 Year S.I.

um MINT NIFTY Midcap 100

Nifty MIDCAP 100 is the benchmark .

(Performance is computed using the TWRR method. Performance is net of transaction costs and post management fees. Past performance may or

may not be sustained in future. Returns of individual clients may vary depending on time of entry.)

Performance are not validated or verified by SEBI. The equity-oriented portfolios use S&P Nifty Index as the benchmark.

Returns on equity-oriented portfolios are calculated on time weighted average rate of return basis, considering all inflows and outflows into the consolidated
portfolios during the period in terms of Regulation 14 of the SEBI (Portfolio Managers) Regulations, 1993.

FOR PRIVATE CIRCULATION ONLY
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An strategy with an objective to generate consistent and superior returns over a medium to long term
by capitalizing on investment opportunities in the large cap space. Strategy is to generate consistent
and superior returns by adopting a blend of bottom up and top down approach.

PORTFOLIO CLASSIFICATION PORTFOLIO METRICS
Mid Cap, Cash, 8.2%
2.0%
Parameters Strategy Benchmark
5Y Average ROE 14.4% 12.5%
TTM P/E 30.4x 30.2x
1Y Forward P/E 24.6x 24.4x
TTM P/BV 5.3x 3.3x
Dividend Yield 1.0% 1.1%
Large Cap: Top 100 companies by market cap (sorted in descending order) Beta 0.8 1.0
Mid Cap: Companies with market cap beyond top 100 till 250t company
Small Cap: Companies with market cap beyond top 250 companies
TOP SECTOR CONCENTRATIONA (92%) TOP 10 STOCKS EXPOSURES” (51%)
BFS| I 06.1% State Bank of India I 7.1%
Health Care I 11.6% Bharat Electronics Ltd. IS 6.1%
Information Technology I 10.0% Reliance Industries Ltd. S 6.0%
Consumer Staples I 9.6% Sun Pharmaceutical Industries... HE———— 5.2%
Utilities M 9.1% ICICI Bank Ltd. NS 5.0%
Industrials I 8.5% NTPC Ltd. I 4.83%
Energy I 6.0% ITC Ltd. I 4.7%
Materials mEE 5.0% Power Grid Corporation Of... I 4.3%
Communication Services W 3.8% Cipla Limited mEES——— 4.3%
Consumer Discretionary M 2.0% Bharti Airtel Ltd I 3.8%
PORTFOLIO PERFORMANCE
52.6%
46.6%
16.8%
° 12.4% 15.5% o, 13.7% 13.2% 12.4%
9.2% 7.0% 8.9% 10.2%
e | nl mf BN
—
1 Month 3 Month 6 Month 1 Year 2 Year 5 Year S.1.

B Alpha Large Cap NIFTY 50

Nifty 50 is the benchmark .

(Performance is computed using the TWRR method. Performance is net of transaction costs and post management fees. Past performance may or

may not be sustained in future. Returns of individual clients may vary depending on time of entry.)

Performance are not validated or verified by SEBI. The equity-oriented portfolios use S&P Nifty Index as the benchmark.

Returns on equity-oriented portfolios are calculated on time weighted average rate of return basis, considering all inflows and outflows into the consolidated
portfolios during the period in terms of Regulation 14 of the SEBI (Portfolio Managers) Regulations, 1993.

FOR PRIVATE CIRCULATION ONLY
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This document is prepared and distributed by Reliance Wealth Management Limited (RWML) for information purposes only. The recommendations, if any,
made herein are expression of views and/or opinions and should not be deemed or construed to be neither advice for the purposes of purchase or sale of any
security, derivatives or any other security through RWML nor any solicitation or offering of any investment /trading opportunity on behalf of the issuer(s) of
the respective security(ies) referred to herein. These information / opinions / views are not meant to serve as a professional investment guide for the
readers. No action is solicited based upon the information provided herein. Recipients of this Document should rely on information/data arising out of their
own investigations. Readers are advised to seek independent professional advice and arrive at an informed trading/investment decision before executing any
trades or making any investments. This Document has been prepared on the basis of publicly available information, internally developed data and other
sources believed by RWML to be reliable. RWML or its directors, employees, affiliates or representatives do not assume any responsibility for, or warrant the
accuracy, completeness, adequacy and reliability of such information / opinions / views. While due care has been taken to ensure that the disclosures and
opinions given are fair and reasonable, none of the directors, employees, affiliates or representatives of RWML shall be liable for any direct, indirect, special,
incidental, consequential, punitive or exemplary damages, including lost profits arising in any way whatsoever from the information / opinions / views
contained in this Document.

Risk Factors: Investments in securities are subject to market risks, read all the related documents carefully before investing. There are no assurances or
guarantees that the objectives of any of the financial product(s) / instrument(s) will be achieved. The investments may not be suited to all categories of
investors. The value of the Portfolios can go up or down depending on various market factors. Past performance of the Portfolio Manager does not indicate
the future performance of the Products or any other future Products of the Portfolio Manager. Investors are not being offered any guaranteed or indicative
returns through any of the Products. The names of the Products do not in any manner indicate their prospects or returns. The performance of the Products
may be adversely affected by the performance of individual issuer companies, changes in the market conditions, micro and macro factors and forces affecting
capital markets in particular like interest rate risk, credit risk, liquidity risk and reinvestment risk. Derivative/future and options products are affected by
various risks including but not limited to counter party risk, market risk, valuation risk, liquidity risk, basis risk and other risk. Besides the price of the
underlying asset, the volatility, tenor and interest rates affect the pricing of derivatives. In the case of stock lending, risks relate to the defaults from
counterparties with regard to securities lent and the corporate benefits accruing thereon, inadequacy of the collateral and settlement risks. The Portfolio
Manager is not responsible or liable for any loss resulting from the operations of the Products/ Portfolios. Each portfolio will be exposed to various risks
depending on the investment objective, investment strategy and the asset allocation. A non-diversified portfolio tends to be more volatile than diversified
portfolio. Please read the Disclosure Document before investing.

Disclaimers in respect of jurisdiction: The possession, circulation and/or distribution of this Document may be restricted or regulated in certain jurisdictions
by appropriate laws. No action has been or will be taken by RWML in any jurisdiction (other than India), where any action for such purpose(s) is required.
Accordingly, this Document shall not be possessed, circulated and/or distributed in any such country or jurisdiction unless such action is in compliance with all
applicable laws and regulations of such country or jurisdiction. RWML requires such recipient to inform himself about and to observe any restrictions at his
own expense, without any liability to RWML. Any dispute arising out of this Document shall be subject to the exclusive jurisdiction of the Courts in India.

Certifications: The research analyst(s) who prepared this Document hereby certifies that the views /opinions expressed in this Document reflect his/their
personal independent views/opinions in respect of the securities and their respective issuers, and that he has/they have no known conflict of interest in
providing such views/opinions.

Copyright: The copyright in this Document belongs exclusively to RWML. This Document shall only be read by those persons to whom it has been delivered.
No reprinting, reproduction, copying, distribution of this Document in any manner whatsoever, in whole or in part, is permitted without the prior express
written consent of RWML.

Important: These disclaimers, risks and other disclosures must be read in conjunction with the information / opinions / views of which they form part of.

Reliance Private Client is the brand of Reliance Wealth Management Limited.

SEBI PMS Reg. No.: INPO00002353 | IA Reg. No.: INAO000011422 | ARN: 90539

CIN: U65999MH2009PLC189285

Regd. & Corp off: Reliance Centre, 11th Floor, R Tech IT Park, Off Western Express Highway, Goregaon - East, Mumbai - 400 067 (Tel No.: 022 4168 1200)
Email: relianceprivateclient.service@relianceada.com | Website: www.reliancewealth.in
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