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After recent run-up,
enter US funds via
SIP for 7+ years

SANJAY KUMAR SINGH & KARTHIK JEROME

United States (US)-focused
funds and the US market have
turned in a stellar performance
over the past year. The Nasdaq
100 is up 32.7 per cent and the
S&P 500 is up 314 per cent over
the past year. This is on a par
with the returns of the Indian
market indices, such as the
Nifty 100 and Nifty 500, which
have returned 31.2 per cent and
32.5 per cent, respectively.

Al driving productivity gains
A massive artificial intelligence
(AI)-based revolution has
occurred in the US. “It has accel-
erated the growth of many US
companies, especially the tech
giants,” says Pratik Oswal, head—
passive funds business, Motilal
Oswal Asset Management
Company (AMC).

While last year’s earnings
were concentrated among the
seven major tech stocks, non-
tech stocks within the S&P 500
have witnessed improved per-
formance this year.

Inflation concerns have
eased, allowing the US Federal
Reserve to undertake a 50-
basis-point rate cut. “The
expectation of further cuts is a
positive trigger for the mar-
kets,” says Vishal Dhawan, chief
financial planner, Plan Ahead
Wealth Advisors. Recession
fears have eased and unem-
ployment remains low.

Diversify via US funds

Investors may still enter US
equity funds. “Any time is a good
time to enter US equity funds

from a diversification point of
view,” says Avinash Luthria, a
Securities and Exchange Board
of India (Sebi) registered invest-
ment advisor (RIA) and founder,
Fiduciaries.

needs to find out whether the
fund he is keen on is accepting
money or not, and whether it is
through the SIP or the lump-
sum route,” says Luthria.

Oswal suggests the US Who should invest?
should be the first destination Financial planners suggest
for international diversification building a well-diversified

since it represents 60-70 per
cent of global market capitalisa-
tion. The rupee on average
depreciates 3-4 per cent
annually against the dollar,
making investments in the US
essential to hedge against cur-
rency risk. The low correlation
between Indian and US mar-
kets provides portfolio stability.

Geopolitical, valuation risks

Geopolitical tensions, such
as Israel-Hamas and Russia-
Ukraine conflicts have added to
the risk in US equities. Current
valuations are high. “If an inves-
tor goes into a tech-heavy index,
he could be entering at very high
valuations,” says Dhawan.

The Reserve Bank of India
(RBI) has imposed restrictions
on foreign investments, cre-
ating complexities. “Each time
the investor wants to invest, he

STRONG PERFORMANCE OVER PAST YEAR

Corpus Returns (%)
Fund ()  1-yr  3-yr  5-yr 10-yr
Motilal Oswal Nasdaq 100 ETF* ~ 8,299.5 39.3 12.2 23.9 20.6
Franklin India Feeder** 3,565.0 44.7 5.1 17.5 15.3
Motilal Oswal S&P 500 Index 3,543.4 37.6 12.2 NA NA
ICICI Prudential US Bluechip Equity  3,336.5 30.7 11.4 16.8 14.7
Kotak NASDAQ 100 FoF 3,200.4 44,7 13.8 NA NA

*Motilal Oswal also has a Nasdaq 100 Fund-of-Fund with AUM of 5,035 crore. Above one-
year returns are compound annualised. Returns of funds are of direct and growth plans;

**Franklin India Feeder Franklin US Opportunities Fund

Source: Navigation RA

domestic portfolio before adding
US equity funds. “Investors with
foreign currency-denominated
goals, such as foreign education
or foreign travel, should go for
US equity funds,” says Dhawan.
He cautions that those with a
short horizon may avoid them
due to high valuations.

Investin tranches

New entrants should enter via
the systematic investment plan
route with a 7-10-year horizon.
Take the passive fund route as
these funds have historically out-
performed active funds in the
US. Oswal recommends that at
least 15-20 per cent of an inves-
tor’s equity portfolio should be
allocated to US markets. Be
mindful of tax differences.
“Foreign equity funds attract
long-term capital gains tax at
12.5 per cent only if held for more
than 24 months,” says Luthria.

Think twice before selling

Despite recent gains, investors
should only sell US equity funds
iftheir investment goal has been
met or they need money.

Another reason to sell could
be to rebalance the portfolio.
Luthria, however, cautions
against selling to rebalance,
given the difficulty of repur-
chasing US funds. He suggests
rebalancing by investing more
in Indian equities.
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Read the full report here: mybs.in/2daPBJR
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