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Foreword

Knowledge on how to invest money is a critical skill, regardless of 
age or income level. Before deciding the amount of investment or 
reasons to invest, we must first understand the basics of investing. 
Investing is often seen as a complex activity and most people tend to 
shy away from it. We hope that this document can make the process 
of investing easier. 

Glide Invest is committed to assisting all investors, both the young 
and the experienced. This ebook contains answers to questions that 
most seasoned investors wished they knew early in their career. We 
hope you find learning these concepts useful and well-timed in your 
investment journey. After all, this ebook contains what we believe 
are essential keys to long-term financial success, and a road map 
on how to get there. With it, you stand to learn the basics of invest-
ments in a concise and effective manner, setting you up for what we 
hope will be a long and fulfilling investment journey.

As they say, the best thing money can buy, is more money.
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Saving vs Investing

Saving and investing are the two most critical tools to ensure fi-
nancial success. It is important to have an optimal mix of savings + 
investing to maximise earnings, while ensuring enough cash in hand 
to meet immediate foreseen/unforeseen expenses. But before any of 
this, it is essential to understand the fundamental differences be-
tween saving and investing.

Whether we save or invest, we set aside a certain sum regularly for 
future use. Though the basic concept looks the same, the purpose 
both achieve, and the manner by which we attain our goals can be 
very different. 

1

Basis

Purpose

Risk

Return

Investing

Earning high rates of return 
on the money invested, usu-
ally for achieving a financial 
goal

Comparatively High

Comparatively High

Putting your money away in a 
safe place for emergencies/
immediate future use

Virtually None

Lower Rate of Returns

Saving

Savings can be considered as the money we store in our bank ac-
count to ensure enough cash to meet future expenses. There are 
minimal risks in maintaining a savings account, with a stable rate of 
return. Saving is easier, cheaper and safer than investing.

Investments, on the other hand, involve capital that we put aside to 
achieve long term financial goals. Whether it is retirement, a house 
or even “saving” enough money for future generations, investing is 
the way to go. There can be varying amounts of risk involved with 
investing. However, as a reward for the risk, there’s potential to earn 
more than what’s offered by a savings account, fixed deposits and 
other saving options.
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While saving might be easier and less risky - the biggest risk today 
is inflation, and the inflation rate tends to be higher than the rate of 
returns on savings. Hence, money trapped in a bank account makes 
us poorer every year. The risk of our money losing its value due to 
inflation is better tackled by investing rather than savings. 

What would happen if you started with Rs 50,000
and deposited Rs 1,000 a month

Today

Investing (growing at 10% annually)
Saving (growing at 4% annually)

Year 30

Rs 29.5L

Rs 8.5L

Understanding Asset Classes2

Year 15

Debt

Bonds Fixed Deposits

Equity

Stocks Mutual Funds

Real Estate

Land Buildings

Commodities

Gold Silver

Types of Asset Classes



6

Market indices are indicators of the general performance of the stock 
market, since they create a portfolio featuring its significant com-
panies. Each index has its own method of including the stocks that 
form the index. Valuations can vary for different companies - some 
stocks will carry more weightage than others. 

For example, as of June 2020, Reliance Industries holds an approx-
imate 14% weightage in SENSEX, while ICICI Bank has about 6%. In 
other words - If Rs 100 were invested across the SENSEX’s index, 14 
would be invested in Reliance, while Rs 6 would go towards ICICI 
Bank. This also means that the same percentage movement in Reli-

Now that we’ve understood what investments are and why we should 
invest, let’s move to the different types of investments available. 
Each of these areas of investments are called asset classes. Each 
asset class carries different risks and returns.

    
    Equity

When we purchase a stock or invest in the equity of a company, we 
attain partial ownership in it. Such a choice is a bet on the perfor-
mance of the company. In that sense, our returns entirely depend on 
how well the company performs, and how the market rates this per-
formance. If it performs well, we share the benefits. If it lags, returns 
will be lower or even negative.

Equity investments are also subject to market risks. Even buying 
good quality companies can sometimes lead to poor short-term per-
formance. This stems from various factors such as market condi-
tions, weak economy or weak industry prospects. It’s imperative that 
an equity investor stay invested for long-term periods (5 years+). 
Despite markets showing weakness from time to time in the short 
term – equity investors have enjoyed good returns from long-term 
investing. Speaking of markets, here’s how market indices like the 
SENSEX or NIFTY work:
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ance Industries stock would have more than 2x impact on the index 
than if it occurred in ICICI Bank.

Investors may be lured by short-term money-making opportunities 
in the stock market. But studies say that a very small percentage of 
investors succeed on a short-term basis. It is advised to invest in 
equity markets for long-periods.

So what are the benefits of long-term investing? 

High Returns: Equity investments tend to significantly outperform 
other asset classes. Global equity markets have delivered annual re-
turns of 5% over the past 120 years, much higher than 2% that bonds 
and 0.8% that government bonds have offered.  

Equities Beat Inflation: They have also proven to be successful in 
delivering returns higher than inflation, which is essential for many 
investors. Money sitting idle in bank accounts makes one poorer over 
time as the value of your money falls due to inflation.
 
Long Track Record: Equity markets can prove to be the perfect 
instrument for the long run (NIFTY grew at 11.11% annually in the 
last 20 years between 1999-2019, offering more than 7 times your 
investment)

2000

1592.20  3 Jan, 2000 12168.45  31 Dec, 2019

2010 20152005 2019

Performance of the NIFTY 50 Index over the past 20 years
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    Debt

The second popular asset class is debt which involves investors lend-
ing money to companies, governments or other entities, with a prom-
ise for a steady interest rate and superior protection of your capital. 
The term of debt varies, usually from 1 to 30 years. Though the inter-
est payout is steady, debt often offers lower returns. 

However, it is important to not underestimate the impact of regular 
income from bonds, which is higher than savings in a bank account. 
Debt adds a sense of stability to our portfolio, compensating for the 
relatively volatile nature of stocks. Here’s what investors should know:   

• Instead of investing directly in debt instruments, we can 
also contribute to various instruments which in-turn in-
vest in debt. The most popular way of investing in debt is 
debts via debt mutual funds (see What Are Mutual Funds). 

Investment Horizon: The length of time that an investor looks to 
hold/maintain their securities before looking to sell them is called 
investment horizon.

DID YOU KNOW?

While equity investments are subject to several market-related risks, 
exposure to them can be addressed via mutual funds. More on this, 
later in the ebook.

International investing: Allocating a part of our investments to inter-
national markets is useful from a diversification point of view. Inter-
national markets tend to have low correlation with Indian markets 
leading to lower portfolio volatility while keeping returns stable. 

Apart from being able to invest in well known international compa-
nies such as Amazon, Apple, or Tesla, we could also invest in broader 
and well-diversified funds like the S&P 500 or the NASDAQ 100.
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    Commodities

Precious metals like gold and silver remain popular commodities 
in India. Investments here are usually made as a safeguard against 
some of the risk in equity investments, or to profit from the reason-
ably predictable price movements.

• Debts aren’t entirely safe either. They come with their own share 
of risks. Bonds issued by governments are considered to be the 
safest, followed by those of well-established organisations. Debt 
from weaker companies can be risky.

Apart from these, seasoned investors like to consider Real Estate, 
Commodities, among others as separate asset classes. Though it re- 
quires a reasonable amount of expertise to start investing in these 
classes, it’s important from an awareness perspective. 

    Real Estate

Real estate as an asset class is quite self-explanatory. Investments 
here go towards land, buildings, apartments. Real estate is considered 
to be one of the least liquid assets and has a high cost of entry. 

What are Mutual Funds?3
Mutual funds allow investors the opportunity to invest in a pre-diver- 
sified way with low costs and lower risk compared to buying stocks 
directly. Here’s how they work:

• Mutual funds are investment instruments in which many individ-
ual investors contribute to a common pool of money, run by a 
fund manager. This enables individual investors to pool up their 
capital and invest in a variety of assets while keeping costs low.  

• Different mutual funds follow distinct strategies. Some may invest 
in a single asset class. Some may diversify and invest in multiple 
asset classes. 
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A professional fund manager chooses the investment portfolio based 
on the fund’s objective, freeing investors from copious amounts of 
research. There are many advantages of investing in mutual funds. 
The important ones are:

Diversification Professional Management

Mutual Funds offer exposure 
across various business sectors 
and industries, and usually with 

a minimum of 30-40 stocks. 
Risks are limited while maintain-
ing the potential for high returns. 
You can also choose to invest in 
the potential long-term growth 
of a single industry with indus-

try-specific funds.

Mutual funds are run by profes-
sional fund managers. This saves 
us from devoting large amounts 
of time to study, analyse and se-
lect the right stocks. Aside from 
ease of use and convenience, 

the fund manager buys and sells 
securities across different as-

sets that are best suited for the 
fund’s long term objective.

While it is true that the investments made via mutual funds are rela-
tively safer, they still do contain some risk - mainly market risk. Even 
if a mutual fund has quality businesses in its portfolio, poor market 
conditions or a weak economy/sector can cause it to perform poorly 
in the short-term.

    How are funds classified?

Mutual funds can be classified either based on the assets they invest in or 
based on the management of the funds. 

• Using the first method, mutual funds are classified into Equity Funds, 
Debt Funds and Hybrid Funds. These names exactly reflect what the 
funds do. Equity funds invest in various individual stocks. Debt funds 
invest in a wide variety of bonds. Hybrid funds invest in a mix of both 
debt and equity. 
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• The other method, which classifies mutual funds by the way they are 
managed, splits mutual funds into two broad categories: Active funds 
and Passive funds.

ACTIVE FUNDS PASSIVE FUNDS

They are managed by a 
professional fund man-
ager.

Costs are relatively high-
er, sometimes upto 2.5%, 
due to efforts required 
for higher returns.

Performance varies a lot 
and is tough to predict 
due to sectoral, thematic 
changes & fund manager 
philosophies.

They mirror an index 
(SENSEX, NIFTY etc). No 
specialised fund manager 
required.

The costs are as low as 
0.1% to 0.2%.

Performance closely  
matches the indices, 
which have consistently 
generated good returns.*

*Subject to Tracking Error

If we invest in an active fund, the 
role of professional fund man-
agers is critical. Fund managers 
perform extensive research and 
pick individual stocks, and reg-
ularly revisit and monitor their 
strategies to maximise returns. 

As compensation for this high 
level of effort, active funds 
usually charge us a higher fee. 
Though fund managers active-
ly try to outperform the market 
indices, there has been debate 
on whether this extra cost is 
worth it.

Unlike their active counterparts, 
passive funds don’t require a fund 
manager. One type of passive funds 
are index funds, which track a par-
ticular market index, like SENSEX 
or NIFTY 50. This means the funds 
invest in the same stocks that 
comprise a market index, and in 
the same proportion as listed in the 
index. Here are some advantages: 

• Though still run by a fund man-
ager, this takes significantly less 
effort to manage. There is no 
active component of research-
ing and picking stocks, after all. 
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• Though they can’t outperform a market index, they are unlikely to lag 
in your portfolio either. Markets have consistently generated great 
returns over the long term. 

These advantages, combined with low costs, make index funds a com-
pelling offering. Warren Buffet, one of the most successful investors in 
the world, advises everyday investors to pick low cost index funds as a 
long-term investment strategy to earn money.

Investment

Returns

Expense Ratio

Net Returns

Post 10 yrs

Post 15 yrs

Post 20 yrs

Post 25 yrs

Index Fund Active Fund Diff in Corpus

1,00,000

12%

0.2%

11.8%

3,05,083

5,32,877

9,30,756

16,25,718

1,00,000

12%

2%

10%

2,59,378

4,17,725

6,72,750

10,83,471

17.6%

27.6%

38.4%

50.0%

Source: The Ken, Morningstar 

Glide Invest agrees with Warren Buffet. We strongly recommend 
Index Funds as the go-to option for beginner and seasoned inves-
tors alike, since:

• Since index funds track market indices, which are broad selec-
tions of several businesses in the market, they help us achieve 
optimal diversification. 

• The lower costs of index funds also have a high impact in the 
long run (see Costs: Why Are They Important?). 

Index Funds vs Active Funds 
(Projected Returns Assuming Both Deliver 12% Annually)
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Asset Allocation - The Fundamentals4
Now that we have a clear understanding of what the various asset 
classes are and how mutual funds function, let’s move to a concept 
called asset allocation. To minimise risks and still gain healthy returns, 
we should spread our exposure among different asset classes.  

“The process of choosing different amounts to invest in different 
asset classes is called asset allocation.”

Though it may seem like 
picking individual stocks 
or timing the market may 
be important, it’s asset 
allocation that determines 
long-term success in 
investing. Studies show 
that 90% of long-term 
returns can be explained 
by asset allocation, with 
only 10% coming from fund 
selection. 

Asset Allocation Fund Selection

10% 90%

What Influences Your Returns
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Portfolios & Goal Planning5

Congratulations! We’re now past the basics. Now it’s time to put our 
knowledge into practice. Why don’t you go ahead and create your 
own portfolio? Keep in mind the following pointers to ensure it’s a 
stress-free investing experience: 

    Goals & Objectives

Knowing and understanding why you’re investing is a great first step. 
It may be anything from securing your retirement, to buying your own 
house, a fancy car, anything. Goal planning provides you answers on:

• How long you’d want to invest (time frame) and, 
• How comfortable you are with the risks in the market 

It is critical that you complete your goal planning before proceeding 
to plan your target asset allocation. It is common for investors to not 
know or understand their risk appetite. Glide Invest’s tool allows you 
to gauge your risk appetite using a simple survey. Access it for free 
here. 

    Asset Allocation / Selection of Investment

Choosing your target asset allocation is the most crucial step when 
building a portfolio. You should choose between individual stocks, 
bonds, or mutual funds at early stages. 

Keep in mind the advice mentioned throughout this guide; like the 
importance of diversification, and the characteristics of different as-
set classes. We recommend that starting with index/passive funds, 
ensuring that you cover your bases with a low-cost instrument. 

Regardless of the degree of diversification, there is a chance that the 
market may see short-term downward movement. In other words, 
there’s a possibility that your portfolio value will go down. Markets 
tend to be volatile. 
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    Revisit Your Portfolio Periodically

It is important to review your portfolio once every 6-12 months to 
reallocate assets, although revisiting your portfolio too often is not 
recommended.

Due to changes in market valuations and returns, we can drift away 
from our target allocation. This can expose us to either too much risk 
than we initially signed on for, or too little. As study after study has 
proven, timing the market is extremely difficult and frankly avoida-
ble.

It is common to see many investors begin their journey without a 
target or goal, hoping to generate as much returns as they can. There 
is nothing incorrect with this perspective. But it is easy to lose disci-
pline and the patience required to build a successful portfolio. 

The true mark of a great investor is holding on through market cycles 
and rebalancing the portfolio whenever needed. History suggests, 
markets have always gone up in the long run, as you can see in the 
historical graph below.
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Age and stage of career are also important factors that affect invest-
ment behaviour:

• As a rule of thumb, the younger you are and earlier in your career, 
you may perhaps have more appetite to take more risks. (hence 
a higher equity allocation is recommended if investing for retire-
ment).

• The same may not be said for older folks close to retirement, since 
on average, they may not have similar income sources. Hence they 
opt for a more conservative strategy. 

Of course, this depends on many other factors too. At Glide Invest, 
we truly understand this, and have developed a free tool that will 
help analyse your risk profile.

     Costs: Why Are They Important?

Costs will be the most reliable metric that you can look at when in-
vesting. The markets, of course, cannot be predicted with absolute 
precision by anyone. However, costs can be controlled with smart 
decisions.

As we noted earlier, Active Funds charge more than Index Funds, 
betting on the performance of the stocks. Usually, the lower the Ex-
pense Ratio (ER), the better. The number hovers around 2.5% in In-
dian markets. Though this might not seem like much, this adds up 
over the years. 

The 100 minus rule is an old and fairly popular approach to investing. 
According to it, the percentage proportion of equity in your portfo-
lio should be equal to the difference between 100 and your age. For 
example, if you’re 25 years old, 75% of your portfolio should be in 
equity

DID YOU KNOW?
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     What about past performance?  

Past performance has little to do with future performance. Investors 
should not be lured by high returns delivered by certain funds or 
stocks. Returns are uncertain, risks are not.

It is advised that investors make decisions based on their risk appetite 
and stick to it. Investors who plan loosely tend to be aggressive in 
good markets and conservative in bad markets, leading to poor long-
term performance of their investments.

100000

500000

1000000

1500000

2000000

Index Funds vs Active Funds 
(Projected Returns Assuming Both Deliver 12% Annually)

Index Funds (ER: 0.2%)
Active Funds (ER: 2%)

Rs 16.2L

Rs 10.8L

Impact 
of costs 
in long 
term 
returns
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Albert Einstein said, “Compounding is the 8th wonder of the world.”

Compound interest and simple interest are fairly elementary 
concepts. Simple interest is calculated under the assumption that 
our returns are not reinvested in the principal. While this may seem 
a safe approach, it hampers our ability to earn money in the long run. 
This limits our returns extensively and is certainly not recommended. 

Here’s how compound interest offers us a clear edge:

• Compound interest is calculated assuming that the 
returns are added back to our principal. Our returns are 
reinvested, ultimately generating more money. Refer to 
this graph to understand how an initial investment of  
₹ 1,00,000 grows through the years under the different methods. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

• To maximise compounding – it is important to start investing as 
early as possible. Warren Buffett started saving at age 11 and regrets 
not doing it earlier in his life. The money invested today will start 
multiplying 10-15 years from now. Hence – start early!

 

Benefits of Compound Interest6

CI vs SI Comparison

Compound Interest
Simple Interest

Years

Rs 10.83 L

Rs 3.5 L

10 L

12 L

6 L

8 L

4 L

2 L

1    2     3    4    5     6    7     8    9    10   11   12    13   14   15   16   17    18   19   20  21    22  23  24   25
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The Glide Investing Way7
At Glide Invest, we understand how overwhelming and challenging it 
can get for individual investors to achieve their financial goals. It is 
easy to get lost in this market and run out of patience, discipline and 
will - all of which are crucial to ensuring your success here.

These are, of course, fundamentals that are essential to get started. 
You’re likely to have more questions on how to proceed and how to 
be financially savvy. Sign up at Glide Invest here, and we’ll be more 
than glad to help you on your financial journey.
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