Rolling Returns: A Panoramic View of DSP

Performance
MUTUAL FUND

Investors typically research historical results before investing. When
considering an investment in mutual funds, the industry convention is
to review average returns before making any decisions to determine the
consistency of the fund’s returns.

Websites and mutual fund factsheets commonly show trailing returns.
Trailing returns, point-to-point returns, are a snapshot of the past. Trailing
returns are annualized returns (CAGR) for a particular period of time,
typically, 1-year, 3-year, 5-year, 10-year, 15-year, 20-year and/or since
inception.

Trailing returns are dependent on the date of entry and exit.

Trailing returns measure returns during a specified period of time. If an
investment or strategy had a good or bad year, that recent performance
will impact the trailing return calculation for that period.

However, if the start date was shifted and an investor reviewed the same
time period (ie. 1-year, 3-year, etc.) ... there could be a very different return
outcome.

Analyzing Trailing Returns

Let’s look at snapshots of trailing returns of the Sensex on two different
dates just one year apart.

The difference among Sensex returns is quite vast. One year can make
a massive difference in the assessment of Sensex performance (or any
fund performance). If you start with a upward trending market in January
2008, the Sensex journey was optomistic and an investor could get
carried away with high historic returns and over-allocate to equity. If we
take a look at the returns just one-year later (starting January 1, 2009),
the performance journey significantly changed and the true potential of
equity is not represented. Point to point, snapshot returns can skew the
return expectations of investors.
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: As of January 1, 2008
1Year | 2 Years | 3 Years | 5 Years | 7 Years |10 Years|15 Years
456% | 471% 450% | 43.0% | 26.3% | 18.6% 14.9%

Returns

: As of January 1, 2009
1Year | 2 Years | 3 Years | 5 Years | 7 Years |10 Years|15 Years

Returns

-511% | -15.7% 1.8% 10.8% | 17.3% | 12.4% 7.3%

Source: DSP Internal Past performance may or may not sustain in future and should not be used as a
basis for comparison with other investments. These figures pertain to performance of the Sensex index
and do not in any manner indicate the returns/performance of any scheme of DSP Mutual Fund. It is not
possible to invest directly in a Sensex index. Investor may consider investing in Index Fund/ ETFs.

Trailing returns alone may not reflect the real investor experience. Investing
IS a journey and often a volatile journey. Evaluating recent trailing returns
alone may not reflect the journey accurately as they may look good on a
point-to-point basis, but may NOT show the full journey or risk profile of
a fund or investment.

To sum up, trailing returns are dependent on the date of entry and exit.
In our opionion, instead of assessing trailing returns alone, a more holistic
measurement, of assessing both trailing returns and rolling returns, may
prove to be benefical.

Rolling Returns
Rolling returns complement trailing returns and may provide a clearer,
panaromic picture of a fund’s performance.

Rolling returns calculate returns over a fixed time period based on
different start dates and average all those returns over that period of time.
For example, an average five-year rolling return will depict the journey an
investor would have had over any five-year period, even if they began
investing at various points in time. The investor can differentiate between
strong preformance and weak performance for a selected time period.
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* Since the calculation is done on a monthly basis, the second data point
will be 1st Febuary 2010 to 31st January 2013. As so on ...

* The last data point in the calculation will be 1st January 2018 to 3lst
December 2019.

This results in 84 data points (12 X 7) of 3-year returns over the last 10
years which will all be averaged to generate the 3-year rolling return from
1st January 2010 to 31st December 2019. This data can be “sliced and
diced” to analyse the risk and returns. Average, Min, Max, Median, % of
negative returns, % returns lower than 7%, etc. Rolling Returns can be
calculated for various time periods as well, 1-year, 5-year 7-year and 10-
year, etc.

The above example is only for general purposes / informational to show
how rolling returns can be calculated. It is not possible to invest directly
in any index or Sensex. Investors may consider investing in Index Fund/
ETFs.

Though we mostly see the data in terms of trailing returns by fund houses
and websites, rolling returns together with trailing returns are becoming
more prominent. DSP Mutual Fund assesses rolling returns (as well as
trailing returns) over longer-term periods (5-years, 10-years, etc.) as this
data will allow investors to accurately assess long-term fund performance
and an entire investment journey of a fund. Let’s take a look at a real
world example from the DSP Mutual Fund website.

Page 4 of 6



DSP Tax Saver Fund Rolling Returns as of June 30, 2020.

3 Years 5 Years 10 Years
Minimum -58.9% -6.1% -0.7% 7.8%
Median 11.3% 13.5% 15.3% 13.8%
Maximum 120.7% 31.9% 24.6% 20.9%
% times -ve returns 26.0% 4.8% 0.2% Never
% times returns > 7% 59.3% 82.9% 84.7% Always

Source: DSP Internal. Regular plan, growth option. Past performance may or may not be sustained in
future and should not be used as a basis for comparison with other investments. Figures mentioned
above do not indicate any assured returns/capital protection/ capital guaran/TTO 1lal gua 22tabove mentioned
scheme. FTTO lor scheme performance in SEBI prescribed format, performance guaother schemes managed by
22tsame fund manager and other relevan/ disclaimers click here.

Rolling returns analysis /TTO logether with a trailing return analysis can b
done for many mutual Fund schemes and used /TTO 1o evaluate performance
TTO 1o determine which funds/schemes are more consistent, have deliverec
better returns and managed risk better. When comparing mutual funds


https://invest.dspim.com/mutual-fund-products/equity-schemes/ELSS-tax-saver-fund/dspts-regular-growth
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Advantages of Rolling Returns

* Not biased towards any period of time

* Not impacted by near term bull or bear markets

» Facilitates scenarios analyisis (worst case scenarios, best case scenarios,
average, median ,etc)

« Consistent rolling returns over various periods can indicate predictable
future returns

* Enables investors accurately assess asset management companies over
both bull and bear markets and vis a vis competition

* Rolling returns can be calculated for both lump sum and SIP investments

Product Labeling

DSP Tax Saver Fund This Open Ended Equity Linked Saving Scheme is suitable for investors who are seeking*
An open ended e_quity linked

e and Y |« Long-term capital growth with a three-year lock-in

benefit « Investment in equity and equity-related securities to form a diversified portfolio

Investors understand that their
principal will be at moderately high risk

Disclaimer: This note is for information purposes only. In this material DSP Investment Managers Private Limited (the AMC) has used
information that is publicly available, including information developed in-house. Information gathered and used in this note is believed
to be from reliable sources. While utmost care has been exercised while preparing this note, the AMC nor any person connected
does not warrant the completeness or accuracy of the information and disclaims all liabilities, losses and damages arising out of
the use of this information. The recipient(s) before acting on any information herein should make his/their own investigation and
seek appropriate professional advice. All opinions, figures, charts/graphs and data included in this note are dated (unless otherwise
specified) and are subject to change without notice. Past performance may or may not be sustained in future and should not be
used as a basis for comparison with other investments. There is no assurance of any returns/capital protection/capital guarantee to
the investors in schemes of DSP Mutual Fund. For complete details on investment objective, investment strategy, asset allocation, exit
load, scheme specific risk factors please refer to the scheme information document and key information memorandum of the scheme,
which are available at the AMC and registrar offices and investor service centres/AMC website visit www.dspim.com. Investors are
advised to consult their own legal, tax and financial advisors to determine possible tax, legal and other financial implication or
consequence of subscribing to the units of the Fund. Mutual Fund investments are subject to market risks, read all scheme related
documents carefully.
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