	Eight ways to get more out of your investment in funds. Walk on these stones, and your feet will never touch the water

	Smart Move 1
Choose old over new. Market movements are uncertain, so look at funds that have had the opportunity to prove their mettle in both rising as well as falling markets. This gives you a better idea of the fund’s ability to navigate all market situations. Schemes such as HDFC Equity and Franklin Bluechip have had been around to experience the downturn in the markets post the Internet bust in 2000 and the bull run since mid-2003. The five-year rolling returns for the last seven years show that funds such as Franklin Bluechip (34 per cent) and Birla Sun Life Equity (32 per cent), among others, have given returns at least four times as much as the Sensex. 
These funds have also showed the strength to weather lean periods. Between March 2000 and April 2003, when the markets fell by more than 60 per cent, these funds lost between 9.17 and 28.17 per cent. Some funds, like Reliance Vision, actually gained around 10 per cent during this period. 
Smart Move 2
Go the SIP and STP way. The more effective way to invest in volatile markets is to do systematic investing. This method has stood Walia in good stead. He invests Rs 4,000 per month in systematic investment plans (SIP). The SIP advantage is that you get more units at lower net asset values (NAV) when markets are down, and this averages out your cost. For example, if you invest in a one-year SIP of ICICI Prudential Dynamic Plan, you would have got units at an average cost of Rs 59.41 per unit, whereas a one-time investment would have got you a lower price in only four of the 12 points. If you have a lumpsum to invest, use the systematic transfer plan (STP), park the funds in a money market fund and periodically transfer funds to the schemes of your choice. 
Smart Move 3
Choose flexibility. Markets never favour one segment, industry or theme continuously. Therefore, it helps if your fund is not constrained by a narrow portfolio mandate and is able to exploit opportunities across industries and segments. Funds like DSP ML Equity, HDFC Equity and Franklin Prima Plus have been flexible with their portfolio allocations to take advantage of market preferences while keeping the underlying strategy and focus intact. In varying degrees, they increased their mid-cap allocations during the 2004-2006, and reallocated to large-caps after the May 2006 crash. 
Look for funds that have displayed the ability to spot trends and use them, and check if the fund manager has the mandate to re-allocate resources. 
Smart Move 4
Be wary of costs. HDFC Equity, Reliance Growth, Fidelity Equity, Franklin Blue Chip, Magnum Contra, and Prudential ICICI Dynamic are consist chart toppers in terms of performance and other parameters. They charge expenses between 1.88 and 1.96 per cent—much lower than the limits allowed. This goes to prove that it is not essential to incur high expenses to generate returns. On the other hand, funds such LIC MF Equity, JM Equity have charged the investors the maximum permissible expenses, but languished when it came to performance. 
The other hidden cost that you need to check is the transaction costs of the fund. These costs, such as brokerage and Securities Transaction Tax (STT), are incurred every time the fund buys or sells securities. Look closely at a high portfolio turnover ratio. If it is because of inflow of funds or redemptions, then it is warranted. Else it may mean active trading by the fund which increases costs as well as risk as the fund manager tries to exploit short-term market movements. 
Smart Move 5
Don’t overcrowd. An efficient portfolio is one that is dictated by your financial planning needs and is easy to monitor. It is important to diversify across fund manager styles but not to the extent that you end up holding similar portfolios under various schemes. It is essential to monitor the fund performance and rebalance when required. Prune your portfolio to 8-10 schemes that meet your requirements. 
Assets under management of  diversified equity funds (Rs cr) 
June 1998:  80,000 
June 2007: 2,91,161 

Smart Move 6
Consider bond funds. For a category of funds which at one time gave annual returns as high as 25 per cent, bond funds have been facing tough times in the last four years. However, now that interest rates are expected to have reached close to the peak and inflation figures have lowered, investing in bond funds may be a smart move. If you are willing to live with a small degree of uncertainty, then this is the right time to look for well-managed bond funds. Check the portfolio quality and look for funds whose portfolios have higher average maturities and modified duration. These portfolios will stand to benefit more from a rise in bond prices when interest rates fall. 
Smart Move 7
Put cash in liquid plus funds. Park your short-term funds in a category called the Liquid Plus funds. These funds invest predominantly in money market securities, but retain the leeway to look for investment opportunities across maturities where the returns are better. Since they invest in a small portion in bonds with longer maturities, their risk is higher than that of liquid funds, but so are their returns. Liquid plus funds are also tax effective, as they pay dividend distribution tax at 15 per cent and not 25 per cent (plus surcharge and education cess). 
Smart Move 8
Careful with new products. It is essential that new offerings be evaluated carefully. Identify where these funds fit into your overall portfolio. For instance, a young investor, like Walia, may not necessarily need capital protection funds. Similarly, gold ETFs can form a small part of your allocation purely for hedging benefits. International funds lend geographical diversification to your portfolio. Find out where these funds plan to invest and what benefits it will lend to your portfolio. Don’t forget to keep in mind the tax implications. 
Systematic investing is Walia’s prescription for successful mutual fund investing. Any one or a combination of strategies listed above may suit your investment purpose and style. So adopt the ones that suit you best and see your investments go from strength to strength.; 



