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Macro wrap: Inflation@ RBI's Medium Term Target
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» India's retail price inflation rate rose to 3.99% in September 2019 from an upwardly revised 3.28% in the previous month
and above market expectations of 3.7%. It was the highest inflation rate since July last year and is almost touching the
central bank’s medium-term target of 4%, as food prices rose to an over 3-year high level.

» Food prices increased 5.11% from a year earlier in September 2019, the largest gain since August 2016.

» Among non-food products, prices increased for housing (4.75%); miscellaneous (4.45%); and clothing and footwear
(0.96%). Meantime, prices of fuel & light fell 2.18 percent.
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Macro wrap: Industrial Production Weak
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» India's industrial production fell 1.1% in August 2019, following an upwardly revised 4.6% gain in the previous month but
below market expectations of 1.8% rise; thus reinforcing fears of a slowing economy and deteriorating consumer

sentiment

» It was the sharpest decline in industrial output since February 2013, as production dropped in manufacturing (-1.2%
compared to 4.5% in July) and electricity production (-0.9% compared to 4.8%). Additionally, mining output rose 0.1%,
slowing from 4.8% increase in the prior month largely due to strike by workers in Coal India

» The factory output for April-August grew at 2.4% well below the 5.3% for the same period last year
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Key Indicators
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Debt Market Wrap

Liquidity — Surplus and at comfortable level; overnight rates ease out further
» The interbank call money rate settled at 4.90% on October 11 as against 5.20% on September 13
» Systemic liquidity continued to be in surplus and the RBI held reverse repo auctions to drain away the same

Bond Prices & other Updates

» Yield of the 10-year 7.26% 2029 paper settled at 6.73% as on October 11 against 6.64% on September 13. Bonds gave
up some gains ahead of the commencement of the trade talks between the US and China.

» Domestically, RBI in its monetary policy meeting reduced the repo rate by 25bps to 5.15%. The MPC also decided to
continue with an accommodative stance as long as it is necessary to revive growth, while ensuring that inflation remains
within the target. RBI has revised the inflation figures slightly upwards for Q2 2019-20 while projections are retained at
the same level for H2 2019-20 and the growth projection for FY20 was reduced to 6.1% from 6.9% earlier.

» India’s wholesale price-based index eased to 0.33% in September against 1.08% in August and 5.22% in September 2018,
due to a dip in prices of non-food articles. India’s forex reserves rose by S4.24 bn to a record high of $437.83 bn in the
week ended October 4. World Bank cut India’s GDP forecast for FY20 to 6% from its April estimates of 7.5% raising
concerns over broad based slowdown, but said growth may recover to 6.9% in FY21 and 7.2% in FY22
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Debt Market Outlook

View: Inflation firms up but rate cuts to still follow

» India's retail price inflation rate rose to 3.99% year-on-year in September 2019 from an upwardly revised 3.28% in the
previous month and above market expectations of 3.7%. It was the highest inflation rate since July last year, almost
touching the central bank’s medium-term target of 4%, as food prices rose to an over 3-year high level

» Despite the rise in inflation there could be another interest rate cut in December given the subdued domestic growth
outlook and global slowdown.

Strategy: Prefer Short Term /Accrual Funds
The risk reward would continue to be favourable in the 1-4 year segment of the vield curve and on spread assets. Short

Term and Accrual funds could be considered as they provide higher accrual income opportunities and a cushion against
the volatility
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Recommendations & Performance-
Corporate Bond/Short Duration Fund

Scheme Name Simple Annualised (%) CAGR(%)
Corporate Bond Fund Category exittoad iMm 3M | 6M | 1Y¥Yr 2Yr 3Yr @ 5Y¥r
Aditya Birla Sun Life Corporate Bond Fund - Reg - Growth Corporate Bond Exit LoadisNil = 59 | 79 100 106 7.7 | 7.7 @ 8.6
Kotak Corporate Bond Fund - Std - Growth Corporate Bond Exit LoadisNil | 66 95 99 |10.1 81 79 @ 9.2
ICICI Prudential Corporate Bond Fund - Reg - Growth Corporate Bond Exit LoadisNil | 54 82 | 9.7 | 100 74 7.4 | 83
IDFC Corporate Bond Fund - Reg - Growth Corporate Bond Exit LoadisNil 6.5 | 84 84 95 68 7.0 --
IDFC Bond Fund - Short Term Plan - Reg - Growth Short Duration Fund Exit LoadisNil 6.1 | 95 99 107 74 | 73 @ 8.0
L&T Short Term Bond Fund - Reg - Growth Short Duration Fund Exit LoadisNil | 63 ' 93 9.7 |101 73 7.2 7.9
SBI Short Term Debt Fund - Growth Short Duration Fund | ExitLoadisNil | 5.7 # 88 | 102 10.1 70 7.1 | 8.1
ICICI Prudential Short Term Fund - Growth Short Duration Fund Exit LoadisNil 46 | 80 | 95 98 6.8 | 7.1 8.3
Indices

Nifty Short Duration Debt Index -- -- 57 95 96 103 74 74 @ 8.2

Performance as on 14t Oct ,2019
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Fund picks: Across categories

Scheme Name Simple Annualised (%) CAGR(%)

. . Category Exit Load
Ultra Short Duration & Low Duration Fund iMm 3M 6M @ 1V¥r 3Yr
SBI Magnum Ultra Short Duration Fund - Growth Ultra Short Duration | ExitLoadisNil 69 80 | 80 | 85 79 | 75 | 7.8
L&T Ultra Short Term Fund - Growth Ultra Short Duration | ExitLoadisNil 6.4 75 | 7.7 83 74 73 7.9
ICICI Prudential Savings Fund - Reg - Growth Low Duration Fund Exit LoadisNil 6.6 82 88 | 9.0 7.7 | 7.7 | 83
IDFC Low Duration Fund - Reg - Growth Low Duration Fund Exit LoadisNil | 65 84 85 89 | 76 75 8.1
Index
ICRA Liquid Index -- -- 58 ' 61 66 71 | 71 69 74
Axis Liquid Fund - Growth Liquid Fund Exit LoadisNil 57 60 | 66 | 72 7.2 | 7.0 | 75
BNP Paribas Liquid Fund - Growth Liquid Fund Exit LoadisNil 59 6.1 66 | 72 7.1 | 70 | 7.4
ICICI Prudential Liguid Fund - Reg - Growth Liquid Fund Exit LoadisNil 57 60 66 71 71 | 7.0 | 7.5
IDFC Cash Fund - Reg - Growth Liquid Fund Exit LoadisNil 55 57 63 68 70 69 74
Index
ICRA Liquid Index - -- 58 61 66 71 71 69 7.4

Performance as on 14th Oct,2019
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Debt Funds with Roll Down Strategy

Debt funds comes with interest rate risk which means if the interest rates increases then the prices of the bonds goes down
which effects returns of existing investors. Higher the maturity of the debt portfolio, higher the interest rate risk.

Some debt schemes follow ‘roll down’ strategy to reduce interest rate risk. These category of schemes are passively
managed and therefore with the passage of time, residual maturity of these schemes comes down which helps to reduce
interest rate risk. After reaching low residual maturity, scheme revised its portfolio as per interest rate scenario.

Before investing in these schemes, investors investment tenure should match with residual maturity of the scheme to
reduce interest rate impact. E.g. if the schemes residual maturity is 2 year then investor with investment tenure of 2 years

should go with these type of scheme.
Expense Ratio Corpus Residual
3.3 5.8 8.5 7.9

IDFC Banking & PSU Debt Fund - Reg - Growth 0.64 9,715 13.0

DSP Corporate Bond Fund - Reg - Growth 0.49 724 2.6 5.5 12.4 -- --
Axis Banking & PSU Debt Fund - Growth 0.59 8,803 2.5 5.4 12.1 8.7 8.4
HDFC Money Market Fund - Growth 0.35 8,276 0.4 4.2 8.6 7.8 7.4
Corporate Bond Category average -- -- -- 4.7 10.3 7.0 7.0

Performance as on 14t Oct ,2019
Returns less than 1 year are absolute
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Annexure: Criteria for scheme selection

Selection among the top-rated AMCs with a proven track record in debt

e Selection out of this lot, unless a strategy is compelling based on interaction with an AMC outside this universe

* Track record of at least two years of existence for the fund, though there could be some exceptions at times
 Threshold AUM of at least Rs.200 crore and above, though at times strategy would merit consideration as an exception

e Superior risk-adjusted returns
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Disclaimer

This document is meant for sole use by the recipient and not for circulation. The information contained in this report is intended for general information purposes only. The information published should not be
used as a substitute for any form of investment advertisement, investment advice or investment information. The information in this report has not been prepared taking into account specific investment objectives,
financial situations and needs of any particular investor, and therefore may not be suitable for you. You should verify all scheme related information before relying on it. Further, the selection of the Mutual Funds
for the purpose of including in the indicative portfolio does not in any way constitute any recommendation by Sharekhan Limited with respect to the prospects or performance of these Mutual Funds. We
recommend investors to seek advice from professional financial advisors.

° Mutual funds, like securities investments, are subject to market and other risks and there can be no assurance that the objectives of any of the schemes of the Fund will be achieved. Please read the Offer
Document carefully in its entirety prior to making an investment decision.

° The NAV of units issued under the Schemes of mutual funds can go up or down depending on the factors and forces affecting capital markets and may also be affected by changes in the general level of
interest rates. The NAV of the units issued under the scheme may be affected, inter-alia by changes in the interest rates, trading volumes, settlement periods, transfer procedures and performance of
individual securities. The NAV will inter-alia be exposed to Price / Interest Rate Risk and Credit Risk.

° Past performance of any scheme of the Mutual fund do not indicate the future performance of the Schemes of the Mutual Fund. Sharekhan shall not responsible or liable for any loss or shortfall incurred by
the investors.

° Investors are not being offered any guaranteed or assured rate of return through this document.

Sharekhan and/or its associates receive commission for distribution of Mutual Funds from various Asset Management Companies (AMCs) and the details of the commission rates earned from various Mutual Fund
houses are available on our website. Sharekhan or its associates may have received commission from AMCs whose funds are mentioned in the report during the period preceding twelve months from the date of
this report for distribution of Mutual Funds. Sharekhan also provides stock broking services to institutional clients including AMCs and hence may have received brokerage for security transactions done by any of

the above AMCs during the period preceding twelve months from the date of this report.

As per the Equity Linked Savings Scheme, 2005, investments made under the scheme qualify for tax benefits under Section 80C of Income Tax Act, 1961, and shall be locked-in for a period of 3 years from the date
of allotment of units.

Sharekhan may offer or distribute Mutual Fund schemes of BNP Paribas Asset Management India Private Limited as both entities are part of the same group BNP Paribas SA.

Compliance Officer: Mr. Joby John Meledan; Tel: 022-61150000, email id: compliance@sharekhan.com;

For any queries or grievances kindly email: igc@sharekhan.com or contact: myaccount@sharekhan.com
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