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Message from
Navneel

On a bright pleasant Sunday afternoon
you are walking down a busy street foull
of restavrants and shops. After a busy
morning of shopping, you are feeling a
sense of accomplishment and now want
to grab a quick lonch before signing off.
Name boards and well known logos of
restavrants are extending an over
eager welcome to yov. You are spoilt
for choice. Most of these restavrants are less crowded bot there is one
which is filled to the brim with more people heading in than those on their
way ovt. All of them are well known brands. What do yov do?

Most people in this scenario, would end vp choosing the restavrant which
is relatively more crowded as the higher footfall would give an illusion of it
being the better option. You can replace the restavrant in this scenario
with a movie, an apparel shop, a travel destination, so on and so forth.

This tendency of people to blindly follow and imitate the behavioor of a
wider group, without vsing one's individoal thinking is commonly known as
herding — and this is practically visible in most aspects of oor lives,

from the most mondane ones to the most complex too. Sometimes this has
a rather harmless ovtcome, like the restavrant example above; whereas in
certain instances, herd mentality coold have seriously adverse instead of
ovtcomes, like stampedes for instance.

Financial markets have been no exception to this. Time and again, financial
markets have seen bubbles and crashes on account of herd mentality from
investors. (We don't have to go a long way back in time to see shades of
this behaviour among the masses. 2020 - A year like none other in recent
times. It was a year when things escalated quickly. It was also a year where
things spread like wild fire. We are not referring to merely romours and
virus here bot something equally dangerouvs from a financial standpoint —
herd mentality. In the af?termath of the pandemic, as financial markets
started recovering sharply from their covid—botfcom, speculative and
crowd-following approach from investors knew no bounds.

Page 3
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In this edition of our Monthly Musings, we delve deeper into this
behavioural bias and hope that yoor investment joorney is driven
more by a financial plan and less by crowd.

To this effect, our commitment towards investor edocation remains as
strong as ever. We recently lavnched a landmark initiative viz.
Investverse with NSE F\ca(?emg to empower next generation of investors
with knowledge on the world of investing, delivered via oor MF Bytes app.
We also lavnched ovr 'lnvestverse’ podcast on 30+ platforms. This
podcast hopes to take its listeners on a journey into the world of
investments and encourages them to start their own investment joorney.

| woould like to take this opportonity to inform yoo of ovr other new
initiatives including the lavnch of HDFC Silver ETF. With festive season
aroond the corner, investors can consider investing in HDFC Silver ETF
and HDFC Gold ETF instead of physical gold and silver. Ouvr bovguet of
ETFs expands forther this month, with the lavnch of our QVG (Quality,
Valve, and Growth) Smart Beta ETFs. The NFO period for the QVG
Smart Beta ETFs rons from ath to 20th September 2022,

Hope you find this edition of HDFC MF Monthly Musings informative and
helpfol.

For prodoct labeling and disclaimers, refer page 15

MUTUAL FUND INVESTMENTS ARE SUBJECT TO MARKET RISKS,
READ ALL SCHEME RELATED DOCUMENTS CAREFULLY
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Avoiding
Herd Mentality
in Investing

When we get ovt of a flight, it's normal to simply walk in the direction
where majority of the people are walking. Mostly it's ok to do that, as
everyone is probably moving towards the exit. Forther, each zone in an
airport is clearly marked and vnavthorized entry in each zone is restricted.
Bot it may not be safe to *follow the herd' in many other sitoations.

I's safer for a zebra 1o stay with the herd.
But, This may notl apply To every siluation!

These days it's so moch pleasure to watch natore and animal docomentaries
with the improved cameras, movie-making technigues and the quality of oor
televisions. Like many animals in the wild, zebras vsvally move in herds,
staying close to one another. Herding helps them to vse their unigque skin
pattern to their advantage. Lions find it difficolt to spot any one particolar
2ebra as they get confused with the mass of many moving stripes. Even the
weaker zebras enjoy better life expectancy by being part of the herd.

AN IR
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Unfortonately, we may not be able to draw a parallel from zebras when it
comes to investing. The herd behavior that we witness in the world investing
often surrounds a fad. The recent crypto craze is one such example. Many
investors jumped into the trend, while simply sticking to the basics approach
could have resvlted in better ovtcomes in the long term. Remember, when
2ebras move in a herd, they are sticking to basics in their own way.

Some examples of herd behavior from the hisfory of invesfing J

Historically, there have been many instances when investors jomp in

at the peak of a market cycle, across variovs asset classes and exit with
substantial losses. Ironically, investors have been willing to take high levels
of risk at a time when a market rally becomes overheated. Some of these
instances are listed below:

R Dol-com stocks during the late 1990s

R Credit default swaps during the run up o 2008
Global Financial Crisis

R Cryplo currencies during recent fimes

X Tulip flowers during the 17th cenfury Dulch Republic

In most of these occasions, the mistake of joining the herd is likely to have
proven costly for many investors. In fact, the losses incorred doring these
times could leave an indelible mark in the memories of the investors that
they torn extremely risk averse in fotore.
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Herd behavior is not something we shoold feel guilty aboot. It comes
natorally to vs. Whenever we are not sure as to how to act, we look
towards what others are doing for a cue. We all want to be accepted as
part of the social set vp. It is normal for most of vs to take into
consideration the social norms while making key decisions incloding boying
a house, car, taking a vacation, venve for the child's birthday party, etc.
Social norms even apply to how we speak, stand, nod ovr head, etc. What's
interesting is that these considerations come natorally to vs without even
having to think. The idea logically extends to investing as well.

Sometimes we accept additional risks just becavse others are taking them.
Imagine scolding a kid as to 'why she got drenched in the rain?' The most
likely response to the guestion woold be ‘all my friends did it, so | did too!"
Similarly, many investors got into the crypto mania as a lot of others were
doing the same withoot considering the risks. It is normal to feel left ovt
when all your friends are into commodities or options trading through a
newly lavnched app in the market. [t is definitely ok to find oot more
information about these new ‘avenves'. However, one shoold try and avoid
the mistake of committing too moch capital in the process.

How To avoid being
pulled into a herd?

Taking the help of a professional financial planner can be a good start.

Do we follow the DIY approach (Do It Yourself) when it comes to medical
treatments? No, becavse it can be dangerovs. Same applies to investing.
Even a basic financial plan is likely to involve ascertaining your risk profile,
long term goals and forming an ideal asset allocation. Once we follow
these basics, you become relatively less likely to blindly follow what
others are c(oing.
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When yoor friend discusses the 'next big new investment idea’ with yoo,
yoor immediate reaction is likely to be "how woold this fit into my asset
allocation"? If you place a stringent personal filter that any new
investment idea needs to pass the test of answering this simple question,
it is easier to avoid being polled to into herds.

Join the
‘Healthy Herd'-

The SIP ¢
Revolution @

If you are exercising more, eating healthy, paying yoor taxes on time,
donating for good cavses, and so on, just becavse yoo find many others
doing it, that's great! There are many soch examples of healthy herding.

As on July 2022, there were ~5.62 crore motoal fond SIP (Systematic
Investment Plan) accoonts and ~ Rs.12140 crore were the SIP inflows
received in the month of July 2022. It's nothing less than a revolution of a
massive scale that is corrently vnderway. The simple SIP is gradoally
becoming the staple investment vehicle for many Indian hovseholds. While
there are many reasons why SIP is an ideal choice in investing, a lot of
investors may have started an SIP jost becavse many others, including their
friends and relatives, are doing the same. So, herding need not be harmfol in
all circomstances. However, it is important to know yoor investments in
detail and keeping yourself vpdated over time.

SIP - Systematic Investment Plan
For Disclaimers, refer page 16
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There are variovs parameters vsed to gavge whether the markets
are expensive or cheap; price to earnings, price to book, market cap
to GDP are few common valvation indicators. Another valvation
indicator that is often vsed is "Earnings Yield".

What is Earnings Yield?

Earnings yield is a financial ratio that describes the relationship of
a company's earnings per share (EPS) to the company's stock price
per share. The earnings yield is the inverse ratio to the
price-to-earnings (P/E) ratio. The formola for Earnings Yield is
E/P, earnings divided by price.

This ratio is often vsed at aggregate level for the entire market
wherein we compare the earnings yield of all the companies that
are present in the index to the index level. Just to give you an ex-
ample, say the NIFTY 50 indey is corrently trading at 17,600 and
the weighted average EPS of the NIFTY 50 constituents is
aroond Rs 900; earnings yield of the NIFTY 50 indey or the mar-
kets is 900/17600 = 5.1%.

GDP - Gross domestic prodoct Page 9
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How To vuse This melric?

To gavge the attractiveness of the market or a particolar stock,
this metric is vsed on absolute or relative basis. Comparing the
corrent earnings yield to its historical average is an absolote
method. If the corrent yield is higher than the historic average,
the stock or the market is attractive.

Similarly, vnder relative method, one can compare the yield of the
market to the yield of another asset class, say bond. So, if bond
yields are higher than earnings yield then it can be constroed that
bonds are more attractive than equities and vice versa.
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For Disclaimers, refer page 16 Page 10
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Individoals in search of guick gains often get carried away, follow the
crowd and make frequent changes to their portfolio when they hear
stories about someone making big money in stocks/sectors/asset classes.
This mentality is often the resolt of a reaction to peer pressvre which
makes investors 'act’ in order to avoid 'feeling left oot’ or 'left behind' from
the group; also known as FOMO (fear of missing ouvt). Experience tells vs
that making frequent changes to yoor portfolio based on this behavioor has
often been futile or even harmfol.

When an investment falls by a certain percentage in a short period,
investors often panic and are provoked to react to the sitvation. Just to
give you an example, say Mr. XYZ had invested in an equity MF scheme a
month back, the NAV as on today is down by 5% from the investment date.

Wha opfion does The inveslor have?

/—© N © N
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Sell, because Wait Till it sfay
the invesfment || goes above Buy more || invested for
is at a loss || The cosT price long term
and then sell
- AN L/ A J
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Impact of making frequent changes while invesling:

Most of the individvals becavse of their impulses/instincts and vrge to act
will choose either of the options A to C. However, reacting based on one's
instincts in investments can have a negative impact on the portfolio. The
negative impact on the portfolio is vsvally a resolt of buying at the peak and
selling at the bottom. This may also lead to portfolio becoming skewed
towards few stocks or sectors and one may end vp running a high
concentration strategy. Frequent churning also leads to high transaction
cost (like brokerage, taxes, etc.) which may impact the net retorns.

How does one deal with this sitvation: History and experience tells vs that
Option D is an ideal option.

Why “Stay Invested" approach
is a Smart Choice?

[ Risk in equities reduces with long ferm approach
[ No need 1o lose sleep over market movements
[ No need 1o track your invesiments every now and then

[ No urge fo keep 'doing something

No doubt laziness and forgetfolness are negative homan traits, bot for
individoal investors, it could prove vseful to "stay invested" for a long time.

For disclaimers refer page 16 -
Page 12
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How not To follow the crowd?

As far as ants go, they are extremely smart creatores with great
commonication skills with special sensors, helping them to form
well-coordinated teams to locate food, defend territories and alert each
other to the presence of predators.

With the above illustration, we only try to explain the concept of herd
behavior and that blindly following others may not be the right thing to do
when it comes to investing. Many of vs do look vp to the crowd for cves
while investing and end vp getting cavght at the peak of a market cycle.
Taking the help of a trusted financial advisor to form asset allocation can
be helpful to avoid such behavioral mistakes.
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A smart way to learn about Mutual Fund investments

HDFC MFBytes

Your one-stop knowledge hub for
your Mutual Fund needs
Explore the app today and learn more about
Mutual Funds through fun activities!

Things you can learn
through the app

Investment
concepts

5 Goal
based
investing

...ahd much more!

Click here to know about why you should invest early

For KYC, change of address, investor complaints redressal, etc. visit - https://www.hdfcfund.com/information/key-know-how
MUTUAL FUND INVESTMENTS ARE SUBJECT TO MARKET RISKS, READ ALL SCHEME RELATED DOCUMENTS CAREFULLY.
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Name of Schemes

This product is suitable for
investors who are seeking*:

SCHEME RISKOMETER#

HDFC SILVER ETF

An open ended Exchange Traded Fund
(ETF) replicating/tracking performance
of Silver.

* Returns that are commensurate with the performance
of silver, subject to tracking errors, over long term.

+ Investment predominantly in Silver bullion of 0.999
fineness.

Modey.

RISKOMETER

Investors understand that their principal will be at
very high risk

HDFC Gold
Exchange Traded Fund

An open ended scheme
replicating/tracking performance
of Gold.

+ Returns that are commensurate with the performance
of gold, subject to tracking errors, over long term

* Investment predominantly in Gold bullion of 0.995
fineness

RISKOMETER
Investors understand that their principal will be at
high risk
HDFEC NIFTY100 * Returns that are commensurate(before fees and
QUALITY 30 ETF expenses) with the performance of the NIFTY100 Quality

An open ended scheme
replicating/tracking
NIFTY100 Quality 30 Index(TRI)

30 Index(TRI), over long term, subject to tracking error.

+ Investment in securities covered by the NIFTY100
Quality 30 Index

HDFC NIFTY50
VALUE 20 ETF

An open ended scheme
replicating/tracking
NIFTY50 Value 20 Index(TRI)

* Returns that are commensurate(before fees and
expenses) with the performance of the NIFTY50 Value
20 Index(TRI), over long term, subject to tracking error.

+ Investment in securities covered by the NIFTY50 Value
20 Index

HDFC NIFTY Growth
Sectors 15 ETF

An open ended scheme
replicating/tracking
NIFTY Growth Sectors 15 Index(TRI)

* Returns that are commensurate(before fees and expenses)

with the performance of the NIFTY Growth Sectors 15
Index(TRI), over long term, subject to tracking error.

+ Investment in securities covered by the NIFTY Growth
Sectors 15 Index

Modey.

RISKOMETER

Investors understand that their principal will be at
very high risk

*Investors should consult their financial advisers if in doubt about whether the product is suitable for them.

# For latest riskometer, investors may refer to the Monthly Portfolios disclosed on the website of the Fund viz. www.hdfcfund.com

NSE Disclaimer: HDFC NIFTY Linked Index Funds (“the Products”) offered by HDFC Asset Management Company Limited are not sponsored,
endorsed, sold or promoted by NSE INDICES LIMITED (formerly known as India Index Services & Products Limited (IISL)). NSE INDICES LIMITED
does not make any representation or warranty, express or implied (including warranties of merchantability or fitness for particular purpose or
use) and disclaims all liability to the owners of the Products or any member of the public regarding the advisability of investing in securities
generally or in the Products linked to NIFTY Indices or particularly in the ability of the NIFTY Indices to track general stock market performance
in India. Please read the full Disclaimers in relation to the NIFTY Indices in the Offer Document of the respective Products.

Exchange Traded Fund (ETF).
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Views expressed herein involve known and unknown risks and uncertainties that could
cause actual results, performance or events to differ materially from those expressed or
implied herein. HDFC Mutual Fund/HDFC AMC is not indicating or guaranteeing returns
on any investments. Readers should seek professional advice before taking any
investment related decisions and alone shall be responsible.

MUTUAL FUND INVESTMENTS ARE SUBJECT TO MARKET RISKS,
READ ALL SCHEME RELATED DOCUMENTS CAREFULLY.






