
 

We have achieved our stated goal of 3-5% outperformance relative to the indices. The model 

portfolio has now outperformed the indices by around 20% on an annualized basis (after 

considering dividends). This has been achieved while holding around 10-20% cash at various 

times. 

10000 Rupees invested in the model portfolio would now be worth 25,943 versus 13,900 for the 

index. 

A monkey would have made money 

The first half did not require any special skills to make money. All that was required was to be 

invested in stocks during the early part of the year, and if you held cyclicals or any of the beaten 

up sector, the rise was even more.  

I wrote the following in January – 

We had around 25% of our portfolio in financials, capital goods and industrials. It was brutal 

year for these sectors as banks and capital good companies touched 10 year lows in terms of 

valuations at various points of time during the year. 

I don’t have any crystal ball (as I repeatedly remind all of you) and did not forsee the change in 

sentiments post the elections. The picks were based on quality of the company and valuation – 

irrespective of the short term outlook. 

We have been hurt by such decisions in the past when the outlook  worsened , but are now 

benefiting from a normalization of sentiments. If you believe that these business cycle even out 

over time, then it is more important to pick the right business (at appropriate valuations) than to 

precisely time it. 

Although any monkey would have made money this year, It was a brave or maybe a foolish 

monkey like me who kept allocating money for the last few years inspite of a bleak outlook 

A move to quality 



Several of our cylical picks have done well in the last few months and as valuations have 

improved, my enthusiasm for these positions have gone down (even as the market gets more 

optimistic on it).  

Irrespective of the short term impact to the overall performance, I have started to liquidate some 

of these positions and move to higher quality ideas. I personally think that a portfolio of high 

quality, reasonably priced stocks is likely to do well over the long term, although we will have 

short underperformance from time to time. If you want out performance at all times, then the 

model portfolio is not for you. 

I will keep the excitement up by doing an opportunistic investment from time to time (for those of 

us who like activity, including me), but this is likely to involve a minor part of the portfolio. 

Personal experience and general reading has taught me that level of activity is usually not 

correlated with performance (and is sometimes even a negative ) 

Unlikely repeat 

We have a stated goal of outperforming the indices by 3-5% over the long term. Anything above 

that would be icing on the cake. A 20% outperformance has been due to a long bear market 

since the start of the model portfolio and a sudden change in sentiment now. 

It is quite likely that we may lag or just keep up with the indices if we continue to have a bull 

market. I will be happy with that result too as we would end up doing quite well over the entire 

market cycle with a low level of risk. 

Quality and valuations 

The newspapers are now proclaiming the dawn of a new era now with the Modi government in 

power. As a citizen I hope that happens, though I have my doubts how much can be changed at 

the ground level in the short term. 

As an investor, our portfolio cannot be built on hope. As a result, i am not picking or retaining 

stocks based on some macro event or grand thesis playing out (restructuring of PSU or removal 

of subsidies etc). I would like to hold companies in the portfolio which can perform inspite of the 

environment and not because of it. In view of this approach, we will be slowly liquidating some 

of the fully valued stocks which are lower priority (lower in the list of the model portfolio) and 

hold cash if we cannot find good ideas immediately. 

For the statistically minded, some numbers below 

The computation of the performance is as follows 

Starting capital on 29.01.2011: 10,00,000 

Investments in stocks on cost basis: 9,80,727 

Market value of investments (30.06.2014) : 24,73,423 

Dividends earned from 27.01.11 – 31.12.2013 : 83,593 (download dividend worksheet here) 

Net profit/loss from sale of stocks : 12,012 

http://portfolio.rcfunds.com/wp-content/uploads/2014/07/Dividend-income.xls


Net interest on cash held in account : 71,358 (download computation from here) 

Total capital (as of 31.12.2013) = 25,94,375 (including cash) 

 

 

 

http://portfolio.rcfunds.com/wp-content/uploads/2014/07/interest-income.xls

