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Investing in India through Mutual Funds

A Process to Add Reliability, Compatibility and Predictability

Jan-18 m+@+®=»§

Data, Strategy and Customization for Growth



Process Snapshot

1.Risk Tolerance
a) Psychometric Profiling
using Finametrica
2.Risk Capacity
a) In House profiling
3.Risk Required
a) Based on expected
return calculations
4.Allocation
a) Determining appropriate
equity allocation given
risk profile and market
type
b) Debt allocation is a
residual decision

Allocation
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Fund Selection
1.Equity
a) Forward-looking based on
market type
b) Based on reliability rather
than absolute returns
2. Debt
a) 50:50 allocation to
dynamic and medium-
term bond funds
b) Selection based on best
and worst period
performances for dynamic
and credit profile for
medium-term funds

EquiMax

In House model of equity
market attractiveness going
from 1 (invest/add) to 6
(exit/reduce)
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EquiMax Parameters

Assessment of
money making
opportunities
for money to
flow into India
equities

Balance Sheet
and P&L
Fundamental determinants

Historic Valuations (no forward look) and
possibility of expansion

Equity Indices classified into six types from Mtypel to Mtype 6 based
on variables selected from the above three areas on daily basis
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EquiMax- Rolling 1Y Returns (Nifty)

Mtype Instances| Average Max Min|Neg Prob
1 917 /A1%, 105% -5% 2.0%
2 408 - 28% 66% -17% 3.2%
3 525 \21% 58% -10% 4 6%
4 770 17% 5650 gL H-950
5 708 | 2% 48% -41% 45 9%
b 884 N -17%( 44% -56% 87.9%
TOTAL 4220 15% 105% -56% 29.4%

Buy or be at higher end of
decided allocation range

Sell or be at lower end of
decided allocation range

« Nifty data up to Dec 6, 2017. Model formulation and calculations in-house
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Hold, add if
Index falls,

reduce if it

rises



ALLOCATION QUINSTINCT

Allocation
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Determing Allocation

Finametrica Psychometric Model

+ Categorizes into one of seven risk types, with 1 being most
conservative and 7 most aggressive

Lower of the
Risk — these taken as
@10y | In House model ‘ideal’ allocation

 Categorizes capacity into five types, ranging from *
conservative to aggressive

Risk

=6 RY In House Model
« Calculated based on horizon and corpus required
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Executing Allocation- An Illlustration

Equity Allocation- Ideal taken as 40%
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m|deal mUnder mQver
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Fund
Selection
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Equity Fu

Rolling Returns-
Fund vs Index

Outperformance x 1

Underperformance

x15

Volatility of 1 Year
returns for Fund

Fund Score for

given Mtype

Score for all rolling
returns x1

Score for rolling

returns since 2010
x2.5

Final Score
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Fund Grouping by
history for
Ranking

Count of Fund
Rolling Return to
Index >50%

Count of Fund
Rolling Return to

Index 30%-50%

Count of Fund
Rolling Return to
Index 10%-30%
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Top Decile or Top 2

Funds



Debt Fund Selection BN—

« The monthly return of each fund was computed on a daily basis, from 18t July 2012 to 30t
Nov 2017.

®  This gives us 1291 one-month returns for each fund.

» Each of these 1291 periods were also categorized as good (The adjusted* yield on benchmark 10 Year Gsec came
down over the month) or bad (the benchmark yield went up).
U There were 615 periods when the yields rose (bad)

« Average rise across these periods was 0.18%
« The maximum rise (i.e. worst one-month period) was for the month ended Aug 20, 2013- yield rose 1.32%
U There were 676 periods where the yields went down (good).

% Average fall over these periods was 0.16%.
< The best month (i.e when the benchmark yield fell the most) was during the period ended 19t Sep 2013- yield fell by 1.22%.

* Returns of fund categories as well as individual funds within each category were compared
across these periods to isolate their performance characteristics

= This was then used to shortlist the optimal funds in each category based on how they performed in the good and bad
periods
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Predictable
Performance to
minimize risk of
nder-performance

In Summary

Dynamic Allocation o
un
to be Selection

compatible with

the investor’s
tolerance and

capacity

Allocation

Limited Timing
to reduce
extremes and
improve

Reliability
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Process snapshot

EquiMax
In House model of M
arket

market types Type

1 (invest) to 6 (exit) Markets
Allocation
Determining appropriate .
allocation given risk Asset Portfolio
tolerance and capacity Allocation De Slg n

Selection Tax
Determining reliable Fund . -
funds in each category Se|§2ﬁon Considerations

given market tyoe
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Disclaimer

This document has been created by Quinstinct Advisory P Ltd (Quinstinct) for private circulation to its clients
and prospective clients only. Neither this document, nor any portion thereof may be reprinted, sold or
distributed without the express consent of Quinstinct. The information and statistical analyses contained in
this document have been obtained from sources we believe to be reliable. Such information has not been
independently verified, and we make no representation or warranty as to its accuracy, completeness or
correctness. Any opinion or estimates contained in this document reflect Quinstinct’s judgment at the date of
release of this document, and are subject to change at any time without notice. This document is not a
solicitation or an offer to buy or sell. This document is for informational purposes only and is not intended to
provide professional, investment or any other type of advice or recommendation and does not take into
account the investment needs of individual recipients. Quinstinct does not accept any responsibility and
cannot be held liable for any person’s use of or reliance on, the information contained herein. No guarantees
of returns are being made in this document.
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