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slide stopped?
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index and is often substantial and
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Hered€™s why long-term
investing works

Assume you decided to buy Aditya
Birla Nuvo during the May 2006 crash
(17 May to 14 June)

You bought 100 shares for Rs 822.07
pre-crash. The stock was at Rs 683.33
on 1 June. Had you panicked and
sold, your loss could have been as
high as Rs 13,874.

If you had held on, you would have
seen the shares recover to Rs 839.23
on 29 September 2006. Had you sold
then, your gains would have been Rs
1,716.

If you stuck on through the next crash
(26 July 2007 to 21 August 2007), you
would have made Rs 55,253 despite
the market being in a crash. On 30
July 2007, Aditya Birla Nuvo was
trading at Rs 1,374.6.

Even better, if you had ignored the
second crash and sold in October
2007 when the scrip was trading at Rs
1,760, you would have pocketed a cool
Rs 93,793

gement solutions, ASK Wealth Advisors

g the market is never advised. The key is to stay invested and average into
anies that are fundamentally strong and available at good value.

Karani, vice-president, Kotak Securities
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Yes. And it may cross the 20000 levels during the current calendar year provided we have a good
monsoon. There should hot be any more external shocks, such as high crude oil prices or subprime-
related losses.

Ketan Karani, vice-president, Kotak Securities

It is difficult to predict market levels in the short term. But | am confident of seeing the Sensex surge
back to 20000 in 2008. This will be due to the return of global liquidity, strong quarterly results by Indian
companies, controlled inflation and a reduction in domestic interest rates that will spur consumption.

DD Sharma, senior vice-president (research), Anand Rathi

In the short term, a pull-back rally is expected, and the index could touch a high of 17500 or so. Barring
unforeseen negative events, | think the Sensex can attain 20000 levels in 2008. This is likely to be due
to attractive valuations, leading to demand.

Ajay Parmar, research head, Emkay Shares and Stock Broking

Yes, the Sensex can reach 20000 if corporate earnings are robust, inflation is under
contral for a few months, no unpleasant surprises from the US markets, and domestic
GDP and IIP numbers are back on track.
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How averaging works

Assume you invest Rs 10,000 in RCom
before May 8€706, and another Rs
10,000 through the crash of May &
€06

Pre-crash (5 May) purchase at Rs 340
No. of shares a€” 30

During the crash (13 May) purchase at
Rs 202.4 No. of shares a€” 49

Weighted avg cost of 79 shares Price
a€” 253.75

By buying when the stock fell, the cost
of each share was reduced. Now by
selling at any price higher than Rs
253.75 you will make a profit

If you had sold in Aug-Sep a€™06,
when RCom touched Rs 346.75, you
woulda€™ve gained Rs 7,330.45, with
returns of 36.65%

many factors such as a moderate slowdown in the economy, or inflation. The
results may also propel the market. These opportunities can be used for

esident (research), Asit C Mehta Investment

whether share prices of the company were brought down as part of routine
n or if it was a function of poor earning prospects. | think an investor can add
show tremendous earnings potential, greater competitive advantage and a

nning stocks and sectors lead the recovery?
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wealth management solutions, ASK Wealth Advisors

ature of volatile markets; yesterdays heroes may not be tomorrow's
rlier sectors will still work, such as power, infrastructure, metals, banking and

esh Kirkire, chief executive officer, Kotak Mutual Fund

nay not necessarily be the case, though some tactical investing can be
aken in the previous sectoral leaders (real estate and power utilities) as the
eback could be impressive. However, tread with caution.

look at the steep fall, but also at the sector. IT and real estate had a steep fall.
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| would not advise investors to get into these sectors at the moment and suggest sectors like banking

instead.

Amitabh Chakraborty,

resident (equity), Religare Securities

There will be sector rotation. Defensive sectors like pharma, FMCG and agri commodities will do well.
One needs to weigh the near-term cash generation ability of the companies, and high dividend yield can

be a good indicator.

Bhavesh Shah, vice-president (research), Asit C Mehta Investment

Sectoral allocation will se

e a change in next couple of months. Banking, telecom, FMCG, pharma,

engineering and infrastructure construction sectors are my picks for next six-nine months.
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