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What are Structured Products?

Structured Products are essentially Non Convertible Debentures
e Debentures are debt instruments issued by corporate to raise money

But the COUPON of these Debentures is not fixed as it is linked to
an Index

SPs carry the same risk as Debentures while assuring a
customized predefined payoff

« i.e. Credit Risk, Reinvestment Risk (due to fixed tenure), etc

Typical SPs payoff for a 3.5yrs tenor

Nifty Fixed Coupon Debt SP Moo!erate Aggr_essive
Performance NCDs Equity SP Equity SP
-30% 35% 0% -30% -45%
0% 35% 60% 0% -15%
30% 35% 60% 80% 95%
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Structured Product is a Platform to design Debt and Equity like Products

Product Product
Categories Platforms

Private Equity Mutual Funds

Direct Equity

Fixed Coupon Structured
NCD Products

20%

PMS

Maximum 12%
returns
p.a.

Minimum 0
returns 9%
p.a.

ANANDRATHI

0%
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Why Structured Products ?

Mechanical
Predefined Probability Plan B to your Strategy ( Very
Payoffs Maximiser portfolio Low Human

Intervention )

Diversification
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Why Debt Structured Products?

To increase my Debt yield from 9% to 13%+ while retaining high degree
of Stability and Predictability.

m Debt O SP
13+
Predictability Stability
9
Predefined payoff Very High Degree of
~ of 13%+returnat | | Principal safety with
zero market 90%+ probability* of
movement pre-defined return
Yield

* Probability is based on back testing 3yr rolling NIFTY Performance from Dec 2002 to Dec 2012
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Why Equity Structured Products ?

Scenario | — NIFTY Performance@12% p.a. Scenario Il — NIFTY Performance@5%p.a.

Structured Structured
) Product ) Product
!q}j'ty MF->" (Equity) - >20% !q}j'ty MF->" (Equity) ->
“Nifty -> 12% “Nifty - >5%
p.a. p.a.

Structured products can deliver desired returns even when there is subdued movement in
the equity market

*Equity mutual funds will have an alpha of 5% p.a. over Nifty
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Performance of Anand Rathi Structured Products

Investment Structured Product - SP Exit IRR *Debt MF IRR
Date Debt ason 31-Dec-15
9-Jan-14 Nifty Magnifier - 7 16.2% 9.1%
3-Jan-13 Protected Call - 1 15.0% 8.9%
7-Jan-13 Protected Call - 2 15.2% 8.8%
9-Jan-13 Protected Call - 3 15.1% 8.8%
23-Jan-13 Protected Call - 4 15.3% 8.8%
28-Jan-13 Protected Call - 5 15.3% 8.8%
30-Jan-13 Protected Call - 6 15.3% 8.8%
AWeighted Average 15.3% 8.8%
Investment Structured Product - : NIFTY IRR
Date Equity SPEXILIRR ason 31-Dec-15
2-May-13 Multibagger - 2 10.3% 11.1%
5-Feb-13 Nifty Accelerator - 1 22.0% 10.4%
28-Mar-13 Nifty Accelerat. - 11 7.6% 11.7%
22-Feb-13 Nifty Accelerator - 3 19.9% 11.3%
21-Feb-13 Nifty Accelerator - 4 22.0% 11.3%
18-Feb-13 Nifty Accelerator - 5 20.3% 11.0%
21-Feb-13 Nifty Enhancer - 10 13.3% 11.3%
3-Jan-13 Nifty Enhancer - 7 12.0% 9.8%
18-Jan-13 Nifty Enhancer - 8 11.5% 9.6%
29-Jan-13 Nifty Enhancer - 9 11.6% 9.8%
23-Apr-13 Nifty Maximizer - 1 21.1% 12.2%
AWeighted Average 17.1% 10.7%

*Equal weightages to Kotak Bond-STP, Sundaram Select Debt-STAP, UTI ST Income Fund
~weighted average of the absoluteamount of investment in each structured product
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SP can deliver 60% returns in Flat market?
PRODUCT CONSTUCT
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How can a SP deliver 60% returns in flat market

o It's the simplest form of Wrapping across any Investment vehicle

 Lets understand the payoff and the input to yield that payoff

Protected Call - 60% Flat Market Coupon

* Underlying : Nifty

e Tenor : 3 Years

e Coupon . 60%

» Decay Multiple: 2X

» Payoff : Max(-100%,Min(Coupon, Coupon + DM * NP))

1 Y



Product Input

Step ([ <Invest 100 in FD@11% --> 136

« Sell Insurance on NIFTY (Put option) for Rs.9

Product Output

o If Final NIFTY >= Initial NIFTY
 Principal + 60% Coupon

o If Final NIFTY < Initial NIFTY
 Principal + 60% Coupon

— 2 X NITY Performance
« Sell 2" Insurance on NIFTY (Put option) for Rs.9

e [nvest the 2X9 =Rs.18 in FD@11% --> 24

Payoff Output Payoff Input

NIFTY Investment
Performance Performance
Initial Put Premium
Investment to Treasury
Investment to Treasury  Sell Put & Sell Put & 9+9= NIFTY

Performance = 100@11% ReceiveRs.9 ReceiveRs.9  18@11% perf.

110% 160 160 ¢ 136 W - L - . 24 110%
100% 160 160 ¢ 136 M - = 24 100%
90% 140 140 ¢ 136 o -10 o o 24 90%
80% 120 120 qu 136 o 20 o W 24 80%
70% 100 100 ¢ 136 o -30 o W 24 70%
60% 80 80 ¢ 136 M -40 i B 24 60%

ANANDRATHI
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Forum is open for Discussion
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THANK YOU

Disclaimer:- The information herein was obtained from various sources; we do not guarantee its accuracy or completeness. Neither the information nor any opinion expressed constitutes
an offer, or an invitation to make an offer, to buy or sell any securities or any options, futures or other derivatives related to such securities (“related investments"). ARFSL/ARWAL and its
affiliates may trade for their own accounts as market maker / jobber and/or arbitrageur in any securities of this issuer(s) or in related investments, and may be on the opposite side of
public orders. ARFSL/ARWAL, its affiliates, directors, officers, and employees may have a long or short position in any securities of this issuer(s) or in related investments. ARFSL/ARWAL or
its affiliates may from time to time perform investment banking or other services for, or solicit investment banking or other business from, any entity mentioned in this report. This
research report is prepared for private circulation. It does not have regard to the specific investment objectives, financial situation and the particular needs of any specific person who may
receive this report. Investors should seek financial advice regarding the appropriateness of investing in any securities or investment strategies discussed or recommended in this report and
should understand that statements regarding future prospects may not be realized. Investors should note that income from such securities, if any, may fluctuate and that each security's
price or value may rise or fall. Past performance is not necessarily a guide to future performance. Foreign currency rates of exchange may adversely affect the value, price or income of any
security or related investment mentioned in this report.



