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ALTRVVISE

Dear Investor,

India's core sector output grew 16.8% in May amid
increasing evidence that the economy picked up pace as
the second wave of Covid-19 receded and states eased
restrictions. E-way bill generation and goods exports also
gained momentum in June. Besides, power and fuel
demand picked up and mobility improved.

India Inc put up a strong show in Q4FY21 on account of

subdued base, demand recovery, higher realisations and

continuing cost reductions. The operating margins of the

companies expanded to 20% in the March quarter from 14% a year ago.
However, going forward, inflation and likely asset-quality slippages due to
second wave could pose challenges.

The strong earnings led by upswing in key commodities and strong underlying
demand prospects have set stage for further upside in the market, albeit with
occasional bouts of volatility. GST collection of around Rs.1.02 lakh crore for
the month of May is a testimony to robust domestic macroeconomics. Going
forward, with the peak of Covid resurgence behind us, increasing pace of
vaccination and calibrated state specific unlocking underway, economic
activity is expected to bounce back sharply over the next couple of quarters.
Increasing government spending will create a multiplier effect for the economy.

The Finance Minister announced measures to support sectors hit hard by the
second Covid wave. These include new credit guarantee schemes for healthcare,
tourism and small borrowers as well as Rs.23,220 crore plan to strengthen the
country's medical infrastructure. Besides, the tenure of PLI scheme for
electronics has been extended.

Rising fuel and food prices pushed retail inflation to a six-month high 0of 6.3% in
May, breaching Reserve Bank of India's targets. This is the first time in six
months that the CPI data has come over the Reserve Bank of India's (RBI) upper
margin of 6 per cent. The RBI has projected the CPI inflation at 5.1% during the
on-going financial year 2021-22.

The MPC of the RBI voted unanimously in favour of keeping the repo rate
unchanged and agreed to continue with the accommodative stance as long as
necessary to revive and sustain growth on a durable basis and continue to
mitigate the impact of Covid-19 on the economy, while ensuring that inflation
remains within the target going forward. Interest rates on small saving schemes
will remain unchanged for the July-September quarter.

Warm regards,

+ugo

Hemant Rustagi
Editor

Address to be affixed here

If undelivered, please return to:

Wiseinvest Pvt. Ltd.

602, 6th Floor, Sri Krishna Complex,
Opposite Laxmi Industrial Estate,
New Link Road, Andheri (W),
Mumbai 400 053.

Tel : 2673 2671/ 2673 2676

The Stock Market
Performance
During June 2021.

Indices 1st 30th Change
June June  in(%)
2021 2021

Sensex 51,934.88 52,482.71 1.05

MIDCAP 21,760.70 22,535.95 3.56

SMLCAP 23,622.99 25232.17 7.27

BSE-100 15,807.70 16,009.72 1.28

BSE-200 6,723.35 6,823.58 1.49

BSE-500 21,032.85 21,463.09 2.05
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Equity Market Update

Indian equities moved within a range during the month and NIFTY 50 ended
~1% up compared to last month. Equity movement were guided by recovery
in growth, receding of 2nd wave in India, strong Q4FY21 results, elevated
commodity prices, etc. This was partially offset by higher than expected
inflation print in US, intermittent concerns over premature tapering of bond
purchases by US Fed, rise in oil prices, etc. Midcaps and Smallcaps
outperformed the largecaps during the month. Sectoral performance was
mixed as Information Technology, Healthcare, Consumer staples and Capital
goods delivered positive returns while Banking, Power and Oil & Gas ended
the month in negative.

Global equities performance was mixed with most major indices in US and
Europe ending the month in positive while in Asian markets like Japan, China,
Hongkong etc. delivering a negative return. The tables below give the details
of performance of key domestic and global indices.

% Change in Indices Jun-21 FYTD22*
S&P BSE India Auto 1.0 6.8
S&P BSE India Bankex (2.5) 4.8
S&P BSE India Capital Goods 2.0 8.8
S&P BSE India FMCG 29 5.0
S&P BSE India Healthcare 4.3 20.0
S&P BSE India Metal (1.1) 30.1
S&P BSE India Power (2.2) 1.3
S&P BSE India Oil & Gas (1.8) 9.1
S&P BSE India IT 9.2 13.5
S&P BSE SENSEX 1.0 6.0
NIFTY 50 0.9 7.0
NIFTY Midcap 100 4.6 13.8
NIFTY Smallcap 5.0 20.0
% Change Jun-21 FYTD22*
S&P 500 2.2 8.2
FTSE 0.2 4.8
DAX 0.7 3.5
CAC 0.9 7.3
Nikkei 0.2) (1.3)
Hang Seng (1.1) 1.6
KOSPI 29 7.7
Shanghai (0.7) 4.3
MSCI Emerging Market Index (0.1) 4.4

FPIs bought net equity worth USD 2.4 billion in June 2021 as compared net
seller of USD 0.4 billion a month ago. On a cumulative basis, FPIs has bought
net equity of USD 0.6 billion in Q1FY22 vis-a-vis USD 3.9 billion in
QIFY21.

Domestic equity oriented mutual funds registered net inflows of INR 11,845
crore in May 2021 compared with a net inflows of INR 4,221 crore a month
ago. In first 2 months of FY22, domestic mutual funds have recorded net
inflows of over INR 16,000 crores compared to net inflows of ~INR 9,000
crores last year.

In general, the corporate profitability in Q4FY21 was strong aided by good
demand recovery, rise in realisation, cost rationalisation, etc. Specifically,
lower provisioning in banks, improvement in execution in Infrastructure,

higher spreads in metals, etc. supported earnings. Q4FY21 results of sectors
like Auto, Banks, Chemicals and Metals were better than expected whereas of
Utilities, NBFCs, Infrastructure and capital goods were in largely in line with
expectations. Results of Consumer staples, consumer durables and Pharma
sectors were relatively below expectations.

Market rally becomes broad based in CY21: NIFTY 50 in last 12 months or
so has seen significant rally after bottoming out in March. While from the low
base the rally seems sharp one should view it in the context that NIFTY 50
returns in last 10 and 15 years are largely in line with nominal GDP growth
during that period. Another important aspect to be noted is that movement in
NIFTY 50 has been relatively concentrated during CY 18-CY20 with top 5
stocks accounting for bulk of the returns. However, the rally became broad
based in CY21 with share of top 5 stocks in returns dropping in HICY21
(refer table below). Further, the broader market also outperformed NIFTY 50
in CY21 supported by outperformance in midcaps and smalls caps (refer chart

below).
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CcY NIFTY50 Returns Top 5 contributors

2005 39.1 48.9

2006 46.2 45.8

2007 57.1 47.7

2008 -51.2 n.a.

2009 77.9 38.1

2010 19.5 53.5

2011 -23.6 n.a.

2012 29.9 49.8

2013 8.5 102.3

2014 334 38.8

2015 2.8 n.a.

2016 4.5 72.8

2017 30.3 48.4

2018 4.6 152.2

2019 185 81.3

2020 16.1 81.7

H12021 13.2 43.0

n.a. — not applicable

While rally has become broad based recently, there is still considerable divergence in valuations across sectors compared to their long term averages. The same

has been presented in the table below:

Price To Earnings Price to Book
Current LTA Discount / Premium* Current LTA Discount / Premium*
Auto 241 16.6 45.0 3.1 2.8 10.0
Consumer staples® 56.3 414 36.2 12.1 15.0 -19.7
Consumer Discretionary 70.2 44.6 57.3 15.8 10.5 50.7
Qil and gas 14.2 11.3 259 14 14 25
Cement 31.2 23.2 344 3.2 2.5 25.4
IT services 271 18.0 50.1 7.5 45 65.1
Pharma 21.7 22.7 21.9 3.9 4.0 -2.3
Private Banks 19.7 18.3 7.6 2.6 2.5 4.8
Metals 8.0 10.2 -21.9 1.7 15 12.9
Tobacco 15.5 24.0 -35.5 3.9 6.9 -43.7
PSU Banks 10.2 11.9 -14.5 1.0 1.1 -4.9
Electric utilities 8.6 10.6 -18.9 1.0 1.1 -6.9

# - as on 30 June 2021. *ex tobacco; o Long term (LT) average. Cells in green are sectors which are trading at premium while in red are ones which are trading at discount relative to long term average. All are
figures are calculated based on 12 months forward estimates. Source: Kotak Institutional Equities. Stocks are part of Kotak Institutional Equities universe.

Oil & Gas PE valuations are high due to one company. Excluding that company, the multiple for Oil & Gas stood at 7x vs 10 year average of 9x. Cont. on page 3...
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Equity Market...

...Cont. from page 2

2" Wave and Equity markets: The resurgence in Covid cases over the past
quarter has had minimal impact on equity market performance. Interestingly,
NIFTY 50 has risen by ~7% since end-March 2021 despite strict lockdowns
imposed by most states. This is probably because of multiple reasons. Firstly,
the impact of manufacturing and goods mobility was relatively lower
compared to first wave as the lockdowns were more localised. Further, firms
were better geared to adapt to Covid protocols during the 2™ wave. More
importantly, bearing of lockdowns on corporate earnings is likely to be
limited and that too transitory on bulk of sectors in NIFTY 50. This is also
reflected in the broad based earnings revisions and upgrades in NIFTY 50
earnings (refer adjacent chart) since the downgrades seen post lockdown in

QIFY21.
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Specifically, impact on FMCG / Pharma / Telecom / Utilities / IT etc. is likely
to be limited. Further, global cyclical sectors like metals, oil & gas, etc. are not
materially impacted due to local conditions. Additionally, large players in
financial services stand to gain from lower provisioning costs, competitive
technology leading to cost savings and possible increase in market share.
While sectors like Auto and other discretionary spends might get impacted
but their weights in NIFTY 50 are relatively low. Interestingly, global
experiences of equities in US, UK, Eurozone, etc. during the 2™ and 3" wave

was also similar and impact on equities was limited.

rved

Why invest?

.,'Eim Birla Sun Life Mutual Fund. All rights reses

Outlook

As on 30 June 2021, NIFTY 50 was trading near 19.3x FY23E price to
earnings ratio. In our view, these are reasonable multiples, especially given
the low interest rate environment and healthy earnings growth. Further, the
gap between 10Y Gsec and 1Y-Forward NIFTY 50 Earning yield* stood at

1.4, below its 10-year average of 1.7. *Earning yield = 1/(one year forward
P/E).
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Source: Kotak Institutional Equities

Further, though NIFTY 50 is trading near all-time highs, if one views the 10
year CAGR of NIFTY 50, returns are largely similar to growth in India's
nominal GDP.

Inview of the above, in our opinion, markets hold promise over the medium to
long term and there is still good value in select pockets of the market.
Improvement in corporate profitability, fall in Covid-19 cases and relaxations
in restrictions, easy financial conditions and low cost of capital, comfortable
external sector, supportive monetary and fiscal measures, etc. also bode well
for equities.

Thus, there is merit in increasing allocation to equities in a phased manner or
in staying invested with a medium to long term view and in line with
individual risk appetite. Resurgence of spread of Covid-19, premature
unwinding of fiscal and monetary stimulus, higher than expected NPAs, etc.
are key risks in the near term.

HDFC Mutual Fund

Mutual Fund investments are subject to market risks, read all scheme
related documents carefully.

Could an all-season fund help mitigate risk
from market conditions?

The market goes through many cycles and with it, comes certain risks. /Aditya Birla Sun Life Balanced
Advantage Fund | aims to mitigate risk by balancing your portfolio and through asset allocation.

« Participates in growing stocks and limits investments in low-yield stocks.
« Invests in both equity and debt asset classes, but seeks to maintain gross equity exposure of minimum 65% with
the benefit of equity taxation.

» Conservative stock selection approach to keep a reasonable margin of safety at the time of investment.

Mutual Funds
Aditya Birla Sun Life Mutual Fund

Scheme:

Aditya Birla Sun Life Balanced
Advantage Fund

(An open ended Dynamic Asset Allocation fund)

ADITYA BIRLA
CAPITAL

PROTECTING INVESTING FINANCING ADVISING

1800-270-7000

A joint venture with Sun Life &

This product is suitable for investors who are seeking*:

« Capital appreciation and regular income in the long term e
« Investment in equity & equity related securities as well as fixed income securities (Debt &
Money Market securities)
RISKOMETER

*Investors should consult their financial advisors, if in doubt about whether the product is suitable for them. Investors “xﬁﬁéi“i?%‘.li‘;ﬁi" principal

Amol Patwari & Pallavi Mohadikar Patwari | Entrepreneurs

k

Mutual Fund investments are subject to market risks, read all scheme related documents carefully.
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Performance Of Select Funds

Data as on June 25, 2021

EQUITY FUNDS

Large Cap, Large & Midcap, Multi Cap HYBRID

Fund Launch 6 Mth* 1 Year* 2 Year** 3 Year** 5 Year** 7 Year**10 Year** 15 Year**  Fund Launch 6 Mth* 1 Year* 2 Year* 3 Year** 5 Year** 7 Year** 10 Year** 15 Year**
ABSL Frontline Equity Fund Aug-02 17.43 5562 1637 1247 1325 1225 1354 1514 ABSL Equity Hybrid '95 Fund ~ Feb-95 16.36 49.77 1416 993 1098 1147 1230 1377
ABSL Flexi Cap Fund Aug-98 2095 6330 2061 1448 1648 1452 1550 1501 Canara Robeco Equity Hybrid ~ Feb-93 1420 4127 1873 1532 1502 1380 1411 1373
DSP Equity & Bond Fund May-99 16.35 44.14 19.62 1514 1447 1429 1296  13.89
ICICI Prudential Equity & Debt  Nov-99 23.75 5235 1728 1453 1467 1357 1494 13.39
Kotak Equity Hybrid Fund Nov-99 20.14 5477 2015 1543 13.86 1226 12.27 11.68
SBI Equity Hybrid Fund Dec-95 14.07 39.66 16.09 1381 1353 13.72 1424 13.19
DSP Dynamic Asset Allocation  Feb-14  6.37 2056 12.36 1046  9.70 — — —
Canara Robeco Emerging Equiies ~ Mar-05 21.89 64.74  24.11 ICICI Prudential Bal. Advantage Dec-06 10.01 3117 1343 1150 1153 — — —
HDFC Flexi Cap Fund Jan-95 26.16 64.47 13.06 IDFC Bal. Advantage Fund Oct-14 764 2339 1258 943  9.65 — — —
HDFC Top 100 Fund Oct-96 20.48 54.66 10.51 Kotak Bal. Advantage Fund Aug-18 837 2716 13.75 — —

Axis Bluechip Fund Jan-10 11.69 47.05 1879 1580 1711 1391 1476 —

Axis Focused 25 Fund Jun-12 1271 5257 2062 1425 1816 16.15 —

Axis Growth Opportunities Fund Oct-18 24.79 61.80 28.65 — — —

Canara Robeco Flexi Cap Fund Sep-03 19.27 56.43 22.02

HSBC Large Cap Equity Fund Dec02 1379 50.61 1693 IDFC Equity Savings Fund  Jun-08 647 1672 837
Kotak Equity Savings Fund Oct-14 571 1832  9.87

HSBC Focused Equity Fund - Regular  Jul-20 1620 — —

ICICI Prudential Bluechip Fund May-08 17.58 DEBT

IDFC Core Equity Fund - Regular Plan  Aug-05 23.99 Debt Oriented & Ultra Short Term Debt Fund
Invesco India Contra Fund Apr-07  19.69 Funds Launch 1 Mth* 3 Mth* 6 Mth* 1Year* 2Year™ 3 Year™ 5 Year*™

Kotak Bluechip Fund - Regular Plan ~ Dec-98 18.33 Aditya Birla Sun Life Short Term Fund  May-03 025 169  1.81 791 8.47 8.58 7.93
Invesco India Short Term Fund Mar07 -0.03  1.31 1.04 4.25 7.50 7.72 717
Axis Corporate Debt Fund - Regular ~ Jul-17 0.1 1.51 177 675 9.27 7.89 —
HDFC Corporate Bond Fund Jun-10 012 172 167  6.23 9.01 9.32

Kotak Corporate Bond Fund Sep-07  0.22 1.55 1.60 5.80 8.00 8.29

Kotak Banking and PSU Debt Fund ~ Dec-98 040  1.81 1.62 5.90 8.61 9.08

Mirae Asset Large Cap Fund - Regular  Apr-08  17.78 SBI Banking and PSU Fund Oct09 015 141 097 479 806 833

Nippon India Large Cap Fund Aug-07 20.57 ICICI Prudential Savings Fund Sep-02  0.50 1.35 1.89 5.93 7.42 7.73

Kotak Equity Opportunities Fund Sep-04 21.52

Kotak Flexicap Fund Regular Plan Sep-09 18.52

Mirae Asset Emerging Bluechip Fund ~ Jul-10  26.63

Mirae Asset Focused Fund - Regular ~ May-19 23.78

Nippon India Multi Cap Fund Mar-05 29.50 Kotak Savings Fund Regular Plan Aug-04 025 085 1.59 3.74 5.57 6.39

SBI Bluechip Fund Feb-06 17.21 L&T Ultra Short Term Fund Apr-03 0.25 0.84 1.65 3.46 5.39 6.23
*Absolute ** Annualised. Past performance may or may not be sustained in future.

SBI Focused Equity Fund Oct-04 20.39
UTI Flexi Cap Fund - Regular Plan ~ May-92 18.03 Dividends declared by equity and equity-oriented funds during

the month of June 2021
Scheme name Date Dividend declared in¥ Per unit

i ICICI Prudential Equity & Debt Fund - Monthly 02-06-2021 0.16
M Idcap & Sma"cap Tata Hybrid Equity Fund - Monthly 03-06-2021 0.28
o M ] Tata Equity PE Fund Trigger OptionA (5 Percentage) 04-06-2021 0.95
Aois Midcap Fund Feb-1 ICICIPrudential Long Term Equity Fund (Tax Saving) 10-06-2021 0.70
DSP Midcap Fund - Regular Plan Nov-06 Sundaram Equity Hybrid Fund 11-06-2021 0.14
PGIM India Hybrid Equity Fund - Monthly 17-06-2021 0.13
HDFC Mid-Cap Opportunities Fund Jun-07 Sundaram Long Term TaxAdvantage Fund - Series Il 18-06-2021 2.50
Sundaram Long Term Tax Advantage Fund - Series | 18-06-2021 1.75
Kotak Emerging Equity Fund Regular ~ Mar-07 Sundaram Small Cap Fund 18-06-2021 3.50
Sundaram Small Cap Fund - Institutional 18-06-2021 3.50
L&T India Value Fund Jan-10 Sundaram Long Term Tax Advantage Fund - Series IV 18-06-2021 0.50
] i L&T Large and Midcap Fund 23-06-2021 0.17
Motilal Oswal Midcap 30 Fund Feb-14 Edelweiss Aggressive Hybrid Fund 23-06-2021 0.17
. Edelweiss Long Term Equity Fund (Tax Savings) 23-06-2021 0.30
UTIMid Cap Fund - RegularPlan  Apr-04 Edelweiss Flexi Cap Fund 23-06-2021 0.75
L&T Hybrid Equity Fund 23-06-2021 0.13
HDFC Hybrid Equity Fund 25-06-2021 0.25
. . L&T India Value Fund 25-06-2021 1.75
Sectoral / Thematic Fund & Tax Saving Baroda Hybrid Equity Fund-PlanA 25.06-2021 030
Franklin India Prima Fund 28-06-2021 6.00
ICICI Prudential Banking and Financial Aug-08 25.14 69.24 9.12 DSP Equity & Bond Fund 28-06-2021 0.15
Axis Equity Hybrid Fund - Monthly 28-06-2021 0.08
Nippon India Banking Fund May-03 29.89 74.92 657 7. Axis Equity Hybrid Fund - Quarterly 28-06-2021 0.24
- Sundaram Multi Cap Fund Series | 28-06-2021 0.58
ICICI Prudential Pharma Healthcare ~ Jul-18  14.10 52.08 Sundaram Multi Cap Fund Series |1 28-06-2021 057
LIC MF Equity Hybrid Fund - PlanA 29-06-2021 0.10
LICMF Tax Plan 29-06-2021 0.25
P Sundaram Mid Cap Fund 29-06-2021 2.87
SBI Healthcare Opportunities Fund 991474 5222 Sundaram Mid Cap Fund - Institutional 29-06-2021 2.65
Kotak Pioneer Fund - Regular Plan Oct-19 2395 7257 Sundaram Financial Services Opportunities Fund 29-06-2021 1.61
Sundaram Financial Services Opportunities Fund - Institutional 29-06-2021 1.77
Axis Long Term Equity Fund Dec-09 14.32 53.46 Sundaram Large and Mid Cap Fund 29-06-2021 1.58
Sundaram Infrastructure Advantage Fund 29-06-2021 2.53
IDFC Tax Advantage (ELSS) Fund Dec-08 33.78 82.14 Sundaram Value Fund - Series VII 29-06-2021 0.73
Sundaram Value Fund - Series IX 29-06-2021 1.57
Kotak Tax Saver Regular Plan Nov-05 22.78 59.24 Sundaram Value Fund - Series X 29-06-2021 1.48
- Aditya Birla Sun Life Dividend Yield Fund 30-06-2021 0.24
Mirae Asset Tax Saver Fund - Regular - Dec-15  24.52 68.86 Aditya Birla Sun Life Equity Hybrid 95 Fund 30-06-2021 2.08
BOIAXATaxAdvantage Fund - Eco Plan 30-06-2021 1.00
BOIAXATaxAdvantage Fund 30-06-2021 2.00
BOIAXA Small Cap Fund 30-06-2021 1.25
ARBITRAGE FUNDS BOIAXAFlexi Cap Fund 30-06-2021 1.00
Sundaram Diversified Equity 30-06-2021 0.37
Funds Launch 3 Mth* 6 Mth* 1Year* 2year™ 3Year* 5 Year™ Sundaram Services Fund 30-06-2021 1.12
Sundaram Equity Fund 30-06-2021 1.01

Nippon India Pharma Fund Jun-04 19.08 56.87

ICICI Prudential Equity Arbitrage Fund  Dec-06 1.32 2.16 3.69 455 5.18 5.51
Please check whether you have received dividend for the fund/s that you may have in your portfolio

IDFC Arbitrage Fund - Regular Plan ~ Dec-06 1.19 2.02 3.46 4.28 5.02 5.39 out of this list. In case, you do not maintain any portfolio statement, Wiseinvest can do that for you
free of charge. Once we have the details, we would send your updated statement every month. You
Kotak Equity Arbitrage Fund Regular  Sep-05 1.32 2.27 3.85 468 5.27 5.63 can contact our corporate office or our branch to avail of this free service.

Mutual funds, like securities investments, are subject to market and other risks. As with any investments in securities, the NAV of units can go up or down depending on the factors and forces affecting capital markets.
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Debt Market Update

The fixed income markets traded within a narrow range in June 2021 with 10-

year Gsec yields ending the month at 6.05%, up 3 bps compared to May 2021.
The movement in yields was influenced by dovish commentary of RBI and
announcement of G-SAP 2.0 of INR 1.2 lakh crore, range bound movement in
treasury yields, etc. While the CPI came in higher than expected and oil prices
also continue to inch up, the impact on the 10Y yield was relatively lower on
account of continuous RBI intervention. The table below gives a summary

view of movement of key rates and liquidity.

May-21 | Jun-21 | Change (%)
10Yr Benchmark G-Sec Yield" (%) 6.02 6.05 0.03
AAA 10Year Corporate Bond Yields#, & (%) 6.81 6.88 0.07
AAA 10Y corporate bond spread against 79 82 0.04
10Y benchmark@ (bps)
Average net liquidity absorbed / (infused) 4628 | 4,788 3.5
by RBI* (INR billion) (approx.)
MIBOR Overnight Rate (%) el 3.36 -0.03

A - bi-annual yield; #-annualised yield; & - Average yield of 6.49% NABARD maturing on 30-Dec-2030
provided by Independent valuation agencies has been taken. @ - Spreads calculated by subtracting non-
annualised Gsec yields from annualised corporate bond yields.

*Average net daily liquidity infused / absorbed through Liquidity Adjustment Facility, exports refinance,
marginal standing facility and term repos/reverse repos;

Average net interbank liquidity surplus was relatively stable compared to last
month despite being a seasonally weak month (due to payment of advance
taxes). This was supported by liquidity infusion by RBI through G-SAP 1.0
for forex purchases by RBI.

Net FPI flows in debt turned negative to USD 0.5 billion during the month
from being marginally positive (USD 34 million only) in May 2021.
Cumulatively in Q1FY22, FPIs net outflows into debt stood at USD 0.2 billion
compared to net outflows of USD3.7 billion during Q1FY21.

Outlook

The MPC minutes released by RBI for its June 2021 meeting were largely in
line with expectations. Most of the members expressed concerns over GDP
growth owing to resurgence of 2™ wave of Covid-19. The members also
expressed their concerns on higher than expected Inflation prints, however,
they acknowledged that the current spike is attributed largely to supply side
disruption and hence can be transitory as aggregate demand conditions

remains weak.

Long Term Average spread of AA over AAA over 10 yearsSince early 2021,
overall environment has turned adverse towards yields. Rise in crude prices,
surge in 10Y US treasury yields, higher than anticipated government
borrowings, elevated CPI and Core CPI, etc. are likely to sustain and keep
upward pressure on yields especially at the longer end. Additionally, high SLR
holding of banks and signs of improvement in economic activity can also push
yields higher. Further, with June 2021 inflation print surprising on the upside
can result in RBI deliberating on calibrated withdrawal of liquidity (through
VRRR, raising reverse repo, etc.) which can put pressure on risks to shorter

end of the curve as well and thus, reducing the term premia to a certain extent.

To counter these factors, RBI has proactively kept liquidity in large surplus
and kept benign financial conditions. Further, it has also often intervened
through unconventional tools like LTRO, TLTROs, G-SAP, OMOs,
Operation TWIST, etc. These measures have been effective and it has been
able to stall the rise of 10Y Gsec yields despite multiple adverse factors. The
dovish commentary and future guidance coupled with systematic liquidity
infusion done by RBI indicates that these interventions will continue in near
future. This should keep yields from rising sharply especially at the medium to
longer end. Further, comfortable external position, muted credit growth,
ample global and domestic liquidity, weakness in growth due to 2nd wave of

Covid-19, etc. can also cap sharp rise in yields.
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Long Term Average spread of AA over AAA over 10 years

In view of the above, we expect yields to trade with a marginal upward bias at
the medium to longer end of the curve while yields at the shorter end of the
curve can rise at a faster pace. Thus, we continue to recommend investments
into short to medium duration debt funds, preferably, in a staggered manner in
line with individual risk appetite.

Credit environment still warrants caution, measures undertaken by RBI so far
have eased the spreads on AAA rated bonds significantly but opportunities
continue to exist in select pockets of non-AAA rated bonds as credit spreads
are still trading at attractive levels. Hence, allocation to credit oriented
schemes or funds with some non-A A A exposure can be maintained / increased

in a phased manner, in line with individual risk appetite.

Source for various data points: Bloomberg, NSDL, CMIE, RBI, Kotak
Institutional Research, Worldometers.info, World Bank, Daily valuation

provided by ICRA/CRISIL

HDFC Mutual Fund

Disclaimer

This document contains our views as on July 08, 2021. The views expressed
herein are based on internal data, publicly available information and other
sources believed to be reliable. Any calculations made are approximations,
meant as guidelines only, which you must confirm before relying on them.
The information contained in this document is for general purposes only and
not an investment advice. The document is given in summary form and does
not purport to be complete. The document does not have regard to specific
investment objectives, financial situation and the particular needs of any
specific person who may receive this document. The information/ data herein
alone is not sufficient and should not be used for the development or
implementation of an investment strategy. The statements contained herein
are based on our current views and involve known and unknown risks and
uncertainties that could cause actual results, performance or events to differ
materially from those expressed or implied in such statements. Past
performance may or may not be sustained in future. Stocks/Sectors referred
above are illustrative and not recommended by HDFC Mutual Fund / AMC.
The Fund may or may not have any present or future positions in these sectors.
HDFC AMC / HDFC Mutual Fund is not guaranteeing / offering /
communicating any indicative yield on investments made in the
scheme(s). Neither HDFC AMC and HDFC Mutual Fund (the Fund) nor any
person connected with them, accepts any liability arising from the use of this
document. The recipient(s) before acting on any information herein should
make his/her/their own investigation and seek appropriate professional advice
and shall alone be fully responsible / liable for any decision taken on the basis
of'information contained herein.

Mutual Fund investments are subject to market risks, read all scheme
related documents carefully.
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Make Your Investments Sustainahle

An ever-expanding investment universe provides a number of interesting,
effective and flexible investment options for investors with different risk
profiles. However, one must follow the right selection process to get the best
out of this situation. Every investor must understand that selection of
investment option should be the last step in the selection process. The process
must begin with establishing investment objectives. Assigning a time horizon
to each of these goals helps in determining an ideal asset allocation. While
equities should be the mainstay of a long-term portfolio, debt and debt-related
instruments should be at the forefront of a short-term portfolio. Hybrid

options can play a significant role in achieving medium term goals.

In reality, a number of factors impact the final outcome of an investor's
investment process over different time periods. Hence, one must follow
certain principles that not only help at the start of the process but also keep the
portfolio on track during the defined time horizon. Here are some of the

priority areas to ensure sustained investment success.

Focus on what you want to achieve

As an investor, you must avoid following a haphazard investment approach as
it may compel you to make investment decisions depending on how different
asset classes behave at certain points. Besides, it can make you miss out on
opportunities in the market. Therefore, keep your focus on the bigger picture
at the start by establishing your goals to be achieved over short, medium and
long-term horizon. A goal-based investment process propagates budgeting,
risk management and asset allocation model that helps you create the right

balance between risk and reward.

Remain committed to your time horizon

Once a time horizon is assigned to a goal, you must remain committed to it
irrespective of how the market behaves and continue your investment process.
This approach not only helps you tackle the volatility but also allows you to

benefit from averaging over time.

Work closely with your advisor

Today, a lot of information is available on various investment options and

strategies to invest in them through different mediums. Therefore, you must

always be open to absorb this knowledge and use it in your investment
process. If you find it overwhelming, take help of an advisor. It helps if you
listen to your advisor as it allows you to understand the complexities of
investment world. Remember, the unwillingness to do so can make it difficult

for you to adapt to the ever-changing investment and economic environment.

Be flexible

While investment is an on-going process, there is no straight path to
investment success. Therefore, your investment process as well as options
must have the flexibility required to rebalance your portfolio in line with
changes in your own circumstances as well as in economic and political
environment. Also, be prepared to tackle the challenge of non-performance of
some of the investments in your portfolio. Although monitoring the
performance holds the key to long-term investment success, don't get tempted
to make frequent changes just because you have the flexibility to do so.
Besides, avoid discussing your portfolio with all and sundry as conflicting
views can make you lose your focus and compel you to compromise your

financial future.

Plan your tax investments well

To get the best out of your tax savings investments, you must integrate them
into your overall investment program. It not only allows you to choose options
in line with pre-decided asset allocation but also avoid investing haphazardly
at the fag-end of the year. This strategy creates place for options like equity
linked savings schemes (ELSS) of mutual funds. Being equity-oriented
funds, these have the potential to generate positive real rate of return. Another

notable feature is a lock-in period of 3 years, which is shortest amongst tax

savings instruments.

A Note To Our Esteemed Readers

Wealthwise is being sent to some of you on a Complimentary basis as a part
of our humble effort to ensure that more and more investors get the best from
their investments. We sincerely hope that you would like the contents of
Wealthwise and in some way benefit from it. However, if you do not wish to
receive “Wealthwise” on a regular basis, please let us know by sending us a
mail on information@wiseinvest.co.in. You can also write to us at our

Corporate Office address mentioned below.
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