
 

Chinese stock market crash, compounded by the Eurozone's Greek debt crisis, has seen investor 

confidence shatter. However, the US continues to hold out hope for those interested in foreign 

markets. With US-focused mutual funds offering diverse investment routes—direct with active 

fund management, fund-of funds and ETFs—Indian investors have several options to chose 

from.  

Why invest in the US? 

The US is the world's largest and most developed economy. It also has the world's largest equity mar-

ket. At $23 trillion, its market cap accounts for 36% of global market capitalisation. The US is also 

home to some of the best companies in the world. A quarter of the Fortune 500 companies have their 

headquarters in the US. Indian investors can also get exposure to unique investment themes, such as 

aerospace, semiconductor, consumer technologies, e-commerce, etc, not available in the domestic mar-

ket. 

Also, the correlation between the CNX Nifty and the S&P 500 Index has been very low—0.29 over the 

past 10 years. "The low correlation between the Indian and US equity markets results in more effective 

diversification of the Indian investor's portfolio," says Sundeep Sikka, President and CEO, Reliance Capi-

tal Asset Management, which has launched the Reliance US Equity Opportunities Fund. 

"A low correlation effectively means that the Indian market and the US market are less likely to dip at 

the same time," adds Anubhav Srivastava, Head, Institutions and Product Development, Motilal Oswal 

Mutual Fund. Having exposure to both markets lowers your portfolio volatility. 

For instance, if you had invested in the Sensex, your standard deviation—a measure of volatility—over 

the past 10 years would have been 25.65%. But if you had constructed a portfolio with 80% weight in 

the Sensex and 20% in the S&P 500 Index, the standard deviation would have been just 17.74%. The 

likelihood of the rupee depreciating against the dollar is another reason to invest in the US market. 

Between July 2000 and June 2015, the Indian rupee depreciated by a cumulative 42% against the US 

dollar. Many Indians will have dollar-based liabilities in the future. "Investors will aspire to have their 

children study in the US or they may want to travel to the US. It will be helpful for such investors to 

invest in a US fund," says Sikka. 

Being invested in dollar based assets will protect your portfolio from the rupee depreciation. If you are 

building your international portfolio country-wise, and not via a diversified international fund, then the 

US market should be your top priority. 

Drawbacks and risks 

After several years of outperformance, valuations in the market are no longer cheap. The US economy 

is also in the later phase of its business cycle. "Even if corporate profit margins do not revert to their 

historical mean, the current valuation levels appear stretched," says Renu Pothen, Research Head, 

Fundsupermart.com. 

Currency movements also pose risks. The strengthening of the dollar against many of the world's cur-

rencies could affect corporate earnings in the US as almost 40% of the sales of S&P 500 companies are 

from abroad. Then, though unlikely in the long-term, "If the rupee strengthens against the dollar, your 

returns from a US-focused fund would be affected," says Srivastava.. 

 Why investors should bet on US-focused mutual funds ? 
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Also, since all the US-focused funds have more than 65% of their portfolio invested in foreign funds or shares, they will be 

treated at par with debt funds for tax purposes in India. Which means you'll need to stay invested for at least three years 

to avail of longterm capital gains benefit. 

What should you do? 

Despite the markets' elevated valuations, Indian investors should have some exposure to US funds in their long-term port-

folios. "Economic momentum has continued to accelerate over the past three years. And the US is one of the few global 

economies whose GDP growth rate economists have remained consistently optimistic about," says Pothen. 

Investors should invest via SIPs and have at least a five-year horizon to overcome the risk arising from high valuation. Allo-

cate 5-10% of your equity portfolio to these funds. 

Courtesy of Sanjay Kumar Singh, published  at ET Bureau Jul 20, 2015 

 Ideal hedge against the falling Indian Rupee  : (Historical Exchange rate of Rupee vs US Dollar) 
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Forget politics and religion. One of the biggest debates on Wall Street these days is 

whether oil and energy stocks are toxic or terrific. 

By Heather Long CNNMoney (New York) May 24, 2015: 7:40 PM ET 

 

Bank of America Merrill Lynch (BAC) put out a note last week telling clients now is the time to buy. 

Hedge funds have already pounced. The 50 largest hedge funds bought a lot of energy stocks (e.g. Wil-

liams Partners (WPZ), Energy Transfer Partners (ETP) and Kinder Morgan (KMI)) in the first quarter, 

according to their latest stock disclosures. 

In some ways, it looks like a smart move. Oil plunged below $45 a barrel in January. Back then, people 

couldn't seem to sell energy stocks fast enough. In recent weeks, oil has staged a mini-rally. Now it's 

trading around $60 a barrel. 

That's still far from the glory days of over $100 a barrel that the industry saw as recently as last summer, 

but for drillers, it's a lot easier to make a profit when oil is back around the $60 mark. Bank of America 

thinks "the bottom is well behind us." 

Stay away from oil? But there are still plenty of naysayers. Goldman Sachs (GS) just predicted that oil will 

return to $45 a barrel in the fall. Cheap gas prices should make many Americans happy and help boost 

the U.S. economy, but they won't aid corporate energy profits. 

Prominent investor Jeffrey Gundlach has gone as far as saying that it "makes no sense" to buy oil or en-

ergy stocks now. 

"Too many people think it's cute to make a distressed play on energy," said Gundlach, founder of Dou-

bleLine Capital, which manages over $63 billion. "Usually the people who buy because they think it's 

clever end up selling to other people at a lower price." 

Despite oil prices rallying recently, big oil stocks like Exxon Mobil (XOM) and Chevron (CVX) are also 

struggling -- both are down around 6% this year. Even funds that track oil such as the ProShares Ultra 

Bloomberg Crude Oil are still negative year-to-date. 

From Wall Street to Main Street, investors have to decide where they think oil prices are headed: up or 

down. That's notoriously difficult. 

"It's our gut that oil prices have found a near-term bottom," says Dan Greenhaus, chief strategist of 

BTIG. "But how quickly prices rise -- and by extension the stocks -- is an open question." 

This week investors will get more expert views as both Exxon and Chevron have their annual share-

holder meetings on Wednesday. 

Valuations are still high: Oil prices may be lower than they were a year ago, but the stocks don't look 

that cheap, according to research by investment strategist Ed Yardeni. 

"The energy earnings outlook still remains pretty dismal compared to a year ago" says Yardeni. 

Energy sector stocks had a P/E ratio of 14.1 in May 2014. Now the sector trades at 26.5 (based on for-

ward earnings). That's higher than the valuation for the overall stock market. The S&P 500 P/E is just shy 

of 17 -- a figure many people are already calling lofty."It's actually not cheap unless you think oil prices 

are going to rebound more," Yardeni adds.  

How to play it...safe: Most investors already have exposure to energy because they own mutual funds 

that invest in many U.S. stocks from different industries. So if energy rebounds, you get a win. And if it 

plummets again, you are protected somewhat. 

If you want to go further than that, you will probably want to do your homework and only buy certain 

energy stocks (that's what the hedge funds did) or buy a fund that just tracks the crude oil price.  "If you 

don't own any, buy some," says John Canally of LPL Financial in Boston. "But don't get to more than 5% 

to 10% of your overall portfolio." 

MARKET ADVICE ON OIL FUNDS : 
Smart money is buying energy stocks. Should you? 
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Energy stocks have done so poorly in the past 12 months that the group “begs to be 

bought and put away for an eventual recovery,” according to Sam Stovall, an equity 

strategist at S&P Capital IQ. 

 

The attached chart shows how Stovall drew his conclusion: by comparing the perform-

ance of the Standard & Poor’s Global 1200 Energy Index with the S&P Global 1200 

Index, made up of stocks in the U.S., Canada, Latin America, Europe, Japan, Asia and 

Australia. 

 

The barometer of energy producers, drillers and service companies fell 25.6 percent for 

the 12 months ended yesterday as the Global 1200 rose 1.9 percent. The 27.5-

percentage-point gap was among the widest in the industry index’s two-decade history, 

according to data compiled by Bloomberg. 

Weakness in oil and gas stocks since September points toward “a long-term buying op-

portunity” in the group, Stovall wrote in a June 13 report. The slump occurred as Euro-

pean Brent crude and a U.S. benchmark, West Texas Intermediate, plunged as much as 

55 percent in futures trading. Brent and WTI both have rebounded from lows set in 

March. 

Investors can minimize the risk of further declines in energy stocks by owning two other 

industry groups as well, the New York-based strategist wrote. He singled out technol-

ogy and consumer staples, which include food, beverages, tobacco and day-to-day 

household items. 

Anyone who maintained one-third of their stock holdings in each group since 1995 

would have produced an 8.7 percent annual return on average, according to the report. 

For the S&P Global 1200, the comparable average was 6 percent. 
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