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Dear Investor,

The Indian stock market is on a winning streak. The 
Sensex gained over 1% and the Nifty 50 almost 2% in 
May. The broader markets significantly out-performed 
due to easing geopolitical risks and better-than-expected 
Q4 earnings. The better-than-expected performance of 
mid and small-cap segments could be attributed to Q4 
earnings and moderation in premium valuation. Besides, 
easing global risks, the prospects of healthy economic 
growth, expectation of an above-normal monsoon, and 
the RBI's rate cuts also boosted the broader market sentiment.

The markets are expected to remain range-bound in the near term, with focus 
shifting to macroeconomic data, monsoon progression, and global policy 
moves. While PSU banks continue to attract flows, high valuation pockets in 
auto and IT may remain under pressure unless supported by robust forward 
guidance.

Year-to-date, the Sensex and the Nifty 50 have gained 4 per cent and 5 per cent 
respectively. However, the BSE Midcap index declined 3 per cent and the BSE 
Small-cap index has suffered a loss of 5.5 per cent during this period.

India's GDP growth for the fourth quarter of FY25 came in at 7.4%, 
significantly exceeding expectations and signalling strong economic 
momentum. This full year FY25 growth was 6.5%. The growth in the March 
quarter was driven by a strong performance in the services sector, which 
expanded by 7.3%, and a notable recovery in industry- with the construction 
segment recording an impressive 10.8% growth. The agriculture sector also 
sustained its positive trajectory, posting a growth rate of 5.4%

The Government of India met its fiscal deficit target of 4.8% of GDP in 2024-
25 though its total receipts came in slightly lower than what it had expected. 
Strong capital spending and higher nominal GDP aided the outcome. FY26 
outlook remains stable, supported by RBI's higher dividend and prudent 
expenditure management.

Year-on-year inflation rate based on All India Consumer Price Index (CPI) for 
the month of April, 2025 over April, 2024 was 3.16% (Provisional). There is a 
decline of 18 basis points in headline inflation of April, 2025 in comparison to 
March, 2025. It is the lowest year-on-year inflation after July, 2019.

Warm regards,
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Editor
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Indices 30th 30th Change

 April May in (%)

 2025 2025

The Stock Market
Performance
During May 2025

Sensex 80,242.24 81,451.01 1.51

MIDCAP 42,883.72 45,136.35 5.25

SMLCAP 47,400.31 52,413.25 10.58

BSE-100 25,375.24 25,940.24 2.23

BSE-200 10,957.64 11,235.80 2.54

BSE-500 34,640.35 35,815.16 3.39
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Equity Market Outlook

Trade wars and escalating geo-political tensions 

continued to weigh on investor sentiments towards 

equities in the first four months of the year. Concerns 

about a potential slowdown in economic growth further 

compounded apprehensions. Though there has been a 

considerable de-escalation in war-like situation, both on 

the  ba t t l e f i e ld  and  in  b roader  geopo l i t i ca l 

dynamics—and macroeconomic indicators are showing signs of 

improvement, it remains imperative for investors to adopt a disciplined 

approach when investing in equities.

Equity markets are expected to follow a trajectory clearly defined by 

underlying fundamentals. The Indian economic landscape is evolving and 

offers a relatively clear outlook. Despite an anticipation of slowing growth 

due to global trade disruptions, the Monetary Policy Committee of the 

Reserve Bank of India (RBI) has projected real growth domestic product 

(GDP) growth at 6.5% in FY2026. More importantly, the central bank 

estimates consumer price inflation (CPI) at 4% for the same period. 

The Union Budget 2025 underscored a strong commitment to fiscal 

consolidation while continuing to support domestic consumption. Personal 

income tax rates have been rationalised with the objective of increasing 

disposable income for Indian households.  Thus, policymakers have ensured 

a boost to private consumption. Targeted welfare initiatives, increased capital 

expenditure (capex) by the government are expected to boost rural incomes. 

Investments in new-age infrastructure are likely to yield returns over the 

medium to long term. Rural economy has already begun to show signs of 

revival, and urban consumption is anticipated to follow suit. 

To further stimulate the economy, the RBI has adopted a pragmatic approach 

by infusing liquidity into the financial system. It cut the repo rate by 50 basis 

points and changed the monetary policy stance to accommodative. An 

accommodative stance implies softer interest rates, which are conducive to 

consumption and private capex. 

While consumption has historically played a key role in India's growth story – 

and is expected to continue doing so- the manufacturing sector holds the 

potential to be a significant game changer in the years ahead. The country has 

now reached a stage where a substantial increase in gross fiscal capital 

formation is essential to sustain economic growth. 

 Manufacturing's contribution to Gross Value Added (GVA) as a percentage of 

GDP stands at around 13%, which is notably lower compared to over 20% in 

countries like China, Korea, Japan, and Taiwan.

It is anticipated that all three sectors of the economy – household, corporate 

and government – may actively contribute to the multi-year cycle of capex. 

While government capex has progressing robustly, private sector capex is 

expected to gain momentum soon. Increased domestic demand, spurred by 

the aforementioned stimulus measures, may lead to higher capacity 

utilisation and encourage corporates to invest in expanding their production 

capacities. Production linked incentives, along with other supportive policy 

measures and softer interest rates are further expected to bolster the trend. The 

resulting increase in capacities may generate new job opportunities. This may 

trigger a virtuous cycle of growth by increasing household incomes and 

stimulating consumption. 

Manufacturing-led growth may create more jobs in semi-urban and rural 

areas, thereby promoting a more inclusive economic development. 

This approach of fostering domestic growth while placing relatively less 

emphasis on the external sector is particularly timely, as the global economy 

faces heightened risks from trade tensions. Though the US has suspended the 

reciprocal tariffs on Indian exports for 90 days beginning April 9, there 

remains a possibility of adverse impact on India's exports. Though India's 

share of exports to the US remains comparatively lower than that of its Asian 

counterparts, some sectors such as electronics, textiles, gems and jewellery, 

and pharmaceuticals, may encounter challenges. 

At the same time, as the US and other developed nations negotiate trade 

agreements, the supply chains are likely to be redesigned. In this evolving 

global trade landscape, India stands to benefit significantly and may emerge 

as a strong player in the reconfigured global supply chains.

To remain competitive in global trade, some countries may opt to devalue 

their currencies, potentially leading to a currency war. India, however, may 

choose to maintain a relatively stable currency, given that exports contribute 

less than 20% to its GDP. This may augur well for domestic consumption, as 

we may see relatively benign inflation and softer interest rates. A low cost of 

capital and the availability of domestic capital for both consumption and 

investment may ensure strong domestic growth.

Indian corporates' focus on relatively high-value exports in sectors such as 

pharmaceuticals, capital goods, engineering, electronics and defence 

products may pay off in medium term. Consequently, Indian manufacturing 

could carve out a niche in global trade and strengthen the case for sustainable 

growth in external sector. 

In this context, the Indian economy is well-positioned to grow over the next 

decade. The country's growth trajectory is expected to be both sustainable 

and inclusive, driven by capex, manufacturing and consumption. This 

should be reflected in the buoyancy of the capital markets. 

However, in the short term there is a possibility of increased volatility arising 

out of global factors such as trade wars and geopolitical tensions. Robust 

domestic growth and ongoing infrastructure development are expected to 

mitigate such external challenges. Investors may view volatile phases as 

opportunities to invest more in Indian equities. 

Sources: pib.gov.in , IICRA, data.worldbank.org

Yogesh Patil

Chief Investment Officer –Equity

LIC Mutual Fund Asset Management Ltd.

Disclaimer

This disclaimer informs readers that the views, thoughts, and opinions 

expressed in the article belong solely to the author, and not necessarily to the 

author's employer, organization, committee, or other group or individual. 

The information in this article alone is not sufficient and should not be used 

for the development or implementation of an investment strategy. The 

sectors mentioned herein are used to explain the concept and is for 

illustration purpose only. Past performance may or may not be sustainable in 

future and is not a guarantee of any future returns. Neither the Sponsors/the 

AMC/ the Trustee Company/ their associates/ any person connected with it, 

accepts any liability arising from the use of this information.

The views expressed herein are based on publicly available information and 

other sources believed to be reliable. It is issued for information purposes 

only and is not an offer to sell or a solicitation to buy/sell any mutual fund 

units/securities. 

Mutual Fund investments are subject to market risks, read all scheme 
related documents carefully.
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Policy certainty remains a key bedrock for decision-making with respect to 

financial markets and cross-country exposures. A significant reset of this 

framework in the US has led to material volatility in key gauges of market 

over the last few months. Alongside, a pullback in bond buying by most other 

developed central banks, sovereign yields have moved higher even as most 

central banks remain in the easing/ hold phase of their monetary policy cycles. 

How these uncertainties evolve would continue to impact capital flows into 

EM markets including India. 

Global policy uncertainty rises possibly impacting business investment 
and capital flows 

 Market Outlook - SBI Mutual Fund

RBI continues to be aggressive on its triple easing across rates, liquidity and 

regulation to boost growth. With system liquidity comfortably in the 

surplus, significant easing in bond yields and more rate cuts going forward, 

we believe the stage is set for an improvement in credit growth and therefore 

a revival in the domestic economy. On exports, while the deal with UK and 

potential deals with US and EU are positive for India's market share in 

global exports, the direction of export growth will remain dependent on the 

state of the global economy and global exports. The external sector remains 

marred by policy uncertainty around tariffs. Prolonged uncertainty not only 

leads to near term disruptions but may also impact corporate capital 

expenditure plans. 

The sharp drop in 10-year bond yields over the past few months has meant 

that on our preferred gauge of equity valuations, that looks at equity yields 

as a relative spread to government bond yields, equity valuations stay near 

averages even with the uptick in equity markets over the past few weeks. In 

addition, equity sentiment as measured by our proprietary framework stays 

in the neutral zone after the cool off from stretched readings of the past year 

through the correction. This combination of average valuations and neutral 

sentiment has underpinned our neutral stance on equities over the past three 

months, versus an underweight stance for good part of last year which in 

turn was driven by expensive valuations and stretched sentiment. 

On portfolio positioning we continue to believe that amidst an uncertain 

macro environment, market action will turn more stock specific with quality 

and long-term fundamentals being preferred versus the indiscriminate 

nature of last year's rally. 

Precious metals and EM equities have done well this year amidst 
weakening dollar 

Source: Bloomberg, SBIFM Research 

Cont. on page 5...

Source: Bloomberg, SBIFM Research 

Equity 

May was an interesting month for markets as uncertainties appeared to reduce 

on multiple fronts. Geopolitical risks subsided as India and Pakistan reached a 

ceasefire thus averting a full-blown war. On trade, the much-awaited India-

UK free trade agreement (FTA) finally saw the light of day. Trade tensions 

between the US and China reduced as the two countries appeared to dial down 

hostilities. Global markets did well consequently for the month. On a YTD 

basis, precious metals followed by Emerging Market equities stay the best 

performers amidst a weakening dollar. 

Against this backdrop, foreign portfolio investors (FPIs) continued to buy 

into Indian equities for the second month running after having aggressively 

sold in 2HFY25. The Nifty and the Sensex delivered 1.9% and 1.8% 

respectively for the month. The bigger story however was an improvement in 

market breadth, after several months of deterioration, as broader markets 

outperformed with BSE500 returning 3.5% for the month. 

Corporate earnings in Q4FY25 were weak, at single digit profit growth, but 

largely in line with expectations which has helped to arrest incremental 

earnings downgrades in May. Consensus expects earnings growth to improve 

to just about double digit in FY26. Revival in India's economic growth and 

hence topline is critical for the expectations to be met. On one hand, monetary 

easing should help an improvement in the domestic economy, global policy 

uncertainty may mean only modest exports growth. 
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Performance Of Select Funds
Data as on May 30, 2025

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.

Please check whether you have received dividend for the fund/s that you may have in your portfolio 
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 
can contact our corporate office or our branch to avail of this free service.

*Absolute  ** Annualised. Past performance may or may not be sustained in future.
Source: Value Research

DEBT
Debt Oriented & Ultra Short Term Debt Fund
 Funds Launch 1 Mth* 3 Mth* 6 Mth* 1 Year* 2 Year** 3 Year** 5 Year**

ABSL Short Term Fund May-03 0.96 3.52 5.24 9.49 8.10 7.65 7.04

Axis Corporate Bond Fund Jul-17 1.12 4.04 5.71 10.08 8.39 7.81 6.84

HDFC Corporate Bond Fund Jun-10 1.15 4.03 5.57 10.13 8.71 8.16 6.84

Kotak Banking and PSU Debt Fund Dec-98 1.10 3.95 5.41 9.76 8.26 7.75 6.56

Kotak Corporate Bond Fund  Sep-07 1.10 3.86 5.51 10.02 8.49 7.80 6.65

SBI Banking and PSU Fund Oct-09 1.12 4.00 5.52 9.73 7.99 7.42 5.98

ICICI Prudential Savings Fund Sep-02 0.79 2.59 4.33 8.41 8.09 7.68 6.56

Kotak Savings Fund Aug-04 0.63 2.16 3.81 7.41 7.19 6.82 5.56

EQUITY FUNDS

 Fund Launch 6 Mth* 1 Year* 2 Year** 3 Year** 5 Year** 7 Year** 10 Year** 15 Year**

ABSL Frontline Equity Fund Aug-02 1.92 11.33 19.63 17.28 22.97 13.24 12.23 13.32

ICICI Prudential Bluechip Fund May-08 2.48 10.99 23.21 19.86 24.73 15.18 13.95 14.59

Kotak Bluechip Fund Dec-98 1.19 10.20 19.15 16.81 22.59 14.05 12.47 12.69

Nippon India Large Cap Fund Aug-07 2.08 9.89 22.76 22.24 27.83 15.70 13.89 14.59

ABSL Flexi Cap Fund Aug-98 2.26 13.74 22.55 18.81 23.88 13.82 13.79 13.98

Bajaj Finserv Flexi Cap Fund Aug-23 -0.12 12.41 - - - - - -

Bandhan Focused Equity Fund Mar-06 -3.47 17.53 22.86 19.71 21.84 11.29 11.75 10.90

HDFC Flexi Cap Fund Jan-95 3.31 14.94 27.55 24.95 31.22 17.95 15.29 14.94

Invesco India Focused Fund Sep-20 -0.42 16.57 36.65 25.75 - - - -

Kotak Flexicap Fund Sep-09 3.06 8.88 21.27 18.84 22.65 14.12 13.76 14.72

Motilal Oswal Flexi Cap Fund Apr-14 -3.60 19.28 31.86 24.60 22.97 12.29 13.06 -

Parag Parikh Flexi Cap Fund May-13 3.29 14.83 23.30 21.03 26.87 19.55 17.25 -

SBI Focused Equity Fund Oct-04 4.21 11.20 19.67 16.73 22.06 14.01 14.44 16.43

Axis Large & Mid Cap Fund Oct-18 -0.78 9.37 21.64 19.30 24.85 - - -

Bandhan Core Equity Fund Aug-05 0.07 10.89 30.54 26.13 29.71 16.23 14.92 13.49

HDFC Large and Mid Cap Fund Feb-94 -0.13 8.24 25.53 22.72 30.02 16.97 13.81 12.33

HSBC Large and Mid Cap Fund Mar-19 -5.90 6.20 23.90 21.73 24.46 - - -

ICICI Prudential Large & Mid Cap Fund Jul-98 4.99 13.89 27.50 23.63 30.37 17.64 15.17 15.02

Invesco India Large & Mid cap Fund Aug-07 2.00 19.31 31.81 25.73 26.56 16.37 15.04 15.10

Kotak Equity Opportunities Fund Sep-04 -1.19 5.35 23.03 21.14 25.57 16.49 14.92 14.67

Motilal Oswal Large and Midcap Fund Oct-19 0.88 22.52 35.09 30.94 31.62 - - -

SBI Large & Midcap Fund Feb-93 0.27 10.75 20.44 20.00 27.07 16.01 14.40 14.66

UTI Large & Mid Cap Fund Feb-93 -0.78 12.41 27.72 23.70 29.14 15.64 13.34 13.61

Invesco India Contra Fund Apr-07 -1.74 12.65 26.82 22.11 25.90 15.84 15.61 15.63

HSBC Multi Cap Fund Jan-23 -2.91 8.22 29.25 - - - - -

Kotak Multicap Fund Sep-21 -2.90 8.49 29.20 26.34 - - - -

Large Cap, Large & Midcap, Multi Cap

Sectoral / Thematic Fund & Tax Saving

ICICI Prudential Banking and Financial  Aug-08 9.02 20.95 18.74 18.88 26.05 11.97 13.47 15.35

ICICI Prudential Pharma Healthcare  Jul-18 0.10 25.62 38.64 27.72 25.57 - - -

Nippon India Banking & Financial  May-03 8.53 19.35 20.88 22.26 30.80 12.62 13.19 14.23

Nippon India Pharma Fund Jun-04 -1.30 16.68 31.93 23.56 22.02 20.69 13.94 16.60

Nippon India Power & Infra Fund May-04 -3.58 -0.17 33.87 32.60 35.99 17.74 16.66 10.36

SBI Healthcare Opportunities Fund Jul-99 -1.09 23.32 32.97 26.74 24.13 20.78 11.42 17.00

ABSL PSU Equity Fund Dec-19 -0.93 -5.09 36.25 31.80 33.75 - - -

Bandhan Transportation and Logistics  Oct-22 -1.65 -0.43 24.30 - - - - -

Kotak Pioneer Fund Oct-19 0.45 12.44 25.18 21.50 27.98 - - -

Bandhan ELSS Tax Saver Fund Dec-08 0.09 6.30 18.18 17.29 28.61 14.43 13.98 15.27

Kotak ELSS Tax Saver Nov-05 -2.11 3.56 20.00 18.72 24.54 15.70 13.81 13.52

Nippon India ELSS Tax Saver Fund Sep-05 0.23 8.45 24.20 20.17 27.02 12.04 10.31 13.54

ARBITRAGE FUNDS
 Funds Launch 3 Mth* 6 Mth* 1 Year* 2 year** 3 Year** 5 Year**

Bandhan Arbitrage Fund Dec-06 1.73 3.48 7.08 7.32 6.72 5.25

ICICI Prudential Equity Arbitrage Fund Dec-06 1.79 3.54 7.20 7.40 6.79 5.36

Kotak Equity Arbitrage Fund Sep-05 1.76 3.56 7.23 7.61 6.97 5.56

Midcap & Smallcap

HDFC Mid-Cap Opportunities Fund Jun-07 0.38 12.22 30.57 29.05 34.26 18.53 17.46 19.18

Kotak Emerging Equity Fund Mar-07 -2.56 11.69 27.03 23.49 31.66 18.30 17.46 17.83

Motilal Oswal Midcap Fund Feb-14 -8.04 19.71 33.61 31.63 37.91 21.28 17.29 -

Nippon India Growth Fund Oct-95 -0.41 13.13 32.01 27.94 34.60 20.20 17.40 15.88

Bandhan Small Cap Fund Feb-20 -3.08 21.27 42.19 31.99 37.45 - - -

HDFC Small Cap Fund Apr-08 -3.53 9.65 23.13 26.12 36.97 16.58 18.08 16.55

Kotak Small Cap Fund Feb-05 -6.60 6.69 22.31 18.76 35.28 18.51 17.42 17.43

Nippon India Small Cap Fund Sep-10 -5.80 6.13 27.38 27.21 40.18 20.90 21.25 -

Quant Small Cap Fund Nov-96 -7.08 -0.02 28.30 27.41 48.27 25.65 19.47 18.02

HYBRID
 Fund Launch 6 Mth* 1 Year* 2 Year** 3 Year** 5 Year** 7 Year** 10 Year** 15 Year**

ABSL Equity Hybrid '95 Fund Feb-95 1.18 9.39 17.24 14.05 19.31 10.32 10.31 11.87

Canara Robeco Equity Hybrid  Feb-93 1.45 10.97 17.35 15.29 18.22 13.24 12.21 13.08

DSP Aggressive Hybrid Fund May-99 3.49 17.02 21.01 18.09 20.05 13.57 12.65 12.58

ICICI Prudential Equity & Debt  Nov-99 4.79 12.04 23.77 20.23 26.65 17.30 15.33 16.10

Kotak Equity Hybrid Fund Nov-99 -1.08 10.11 18.59 16.24 22.37 14.02 12.50 12.16

SBI Equity Hybrid Fund Dec-95 6.45 13.99 18.36 14.77 18.75 12.82 11.99 12.96

ABSL Bal. Advantage Fund Apr-00 4.17 11.54 15.44 13.83 16.15 - - -

ICICI Prudential Bal. Advantage Dec-06 4.85 11.57 15.59 13.75 16.79 - - -

Kotak Bal. Advantage Fund Aug-18 2.48 11.24 14.16 12.93 15.04 - - -

Nippon India Bal. Advantage  Nov-04 2.32 8.70 15.52 13.55 15.94 - - -

Bandhan Equity Savings Fund Jun-08 3.39 7.53 8.76 7.99 9.45 - - -

Kotak Equity Savings Fund Oct-14 1.42 7.23 12.72 11.63 12.62 - - -

Source: Moneycontrol

  Scheme name Date Dividend declared in ̀  Per unit

ICICI Prudential Equity & Debt Fund  - Monthly 02-05-2025 0.16

DSP ELSS Tax Saver Fund  15-05-2025 0.60

Sundaram Aggressive Hybrid Fund - Monthly 16-05-2025 0.25

PGIM India Hybrid Equity Fund - Monthly 16-05-2025 0.17

UTI Aggressive Hybrid Fund  22-05-2025 0.85

Edelweiss Aggressive Hybrid Fund 23-05-2025 0.20

Baroda BNP Paribas Aggressive Hybrid Fund  27-05-2025 0.13

LIC MF Aggressive Hybrid Fund  27-05-2025 0.10

Axis Aggressive Hybrid Fund - Monthly 27-05-2025 0.10

Baroda BNP Paribas Multi Cap Fund  27-05-2025 0.40

DSP Aggressive Hybrid Fund   28-05-2025 0.20

Bandhan Aggressive Hybrid Fund  29-05-2025 0.11

Canara Robeco Equity Hybrid Fund - Monthly 30-05-2025 0.70

Dividends declared by equity and equity-oriented funds during
the month of May 2025

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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RBI's actions have helped boost liquidity and soften yields 

 Market Outlook - SBI Mutual Fund...

Average valuations and neutral sentiment drive our neutral view on 
equities 

Source: Bloomberg, FactSet, SBIFM Research; Note: ESI stands for Equity 
Sentiment Index, our proprietary equity market sentiment measure. 

Cont. on page 6...

...Cont. from page 3

rd
Source: RBI, Bloomberg, SBIFM Research; Banking system liquidity data as on 23  

th
Apr'25 and durable liquidity data as on 18  Apr'25 

India's exports stay dependent on global growth even as market share 
outlook is positive 

Source: CMIE Economic outlook, Bloomberg, SBIFM Research 

Fixed Income

The fact that policy rates transmission in India happens more effectively 

through the liquidity channel has clearly been evident over the last few 

months. Even as policy rates have moved lower to 6% over the CY so far, the 

rates transmission across market segments have clearly been accelerated 

through the shift in liquidity dynamics. With the system transitioning to a 

core liquidity surplus environment on a more durable basis for the near term, 

the process of rates transmission is expected to sustain. To the extent that 

liquidity conditions stay ample, the steepness in the curve is expected to 

sustain and lead to better transmission across all segments including the loan 

market. 

At the same time, with the current levels of durable system liquidity, 

incremental liquidity infusion measures are unlikely in the near term. The 

pattern of Net Forex flows including the unwinding of the RBI's Fx forwards 

short position and currency leakage would determine the requirement of any 

additional liquidity measures over the second half of the Fiscal year. 
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...Cont. from page 5 UST curve steepens significantly 

Source: Bloomberg, SBIFM Research 
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Steepness emerges in the Bond curve even as Sov curve steepens further 

Aggressive OMO purchases enables liquidity surplus 

Source: Bloomberg, SBIFM Research 

Global landscape 

Even as domestic rates environment remains supportive helped by stable 

fiscal direction, monetary and liquidity policy support, the external rates 

environment remains negative. Country specific factors alongside a 

retrenchment in bond buying spree by central banks has led to developed 

market yields staying higher and bond curves steepening further. This has 

had its impact on FPI flows with the last 2 months witnessing a retracement 

of FPI debt flows by around  ̀  320Bn.

Visibility on rate easing/ Policy Stance
The RBI is widely expected to ease policy rates further in the upcoming 

months given the recent data points as well as guidance. With a directional 

view on positive durable liquidity in the system, the recent transmission into 

market interest rates is expected to be sustained. Even as the terminal rate 

debates could keep evolving with varying estimates of additional easing, we 

anticipate that there remains a reasonable possibility of cumulative 

incremental policy easing exceeding 50 bps as being currently priced in. A 

further lowering of forward projections on CPI could move the anticipated 

terminal rate below 5.50% in this cycle. This remains a reasonable outcome 

basis, the current expected direction on domestic growth and inflation. 

Spreads on high grade bonds at the shorter end remain attractive. Given the 

anticipated external volatility and its likely resetting of market expectations, 

strategies on duration would be subject to ongoing review and would require 

to be nimble. A directionally softer rates environment outlook over the 

coming year provides a near term visibility to maintain a higher duration 

stance. 

Short tenor high grade bond funds continue to provide higher accrual, wider 

spreads as well as an optimum risk/ reward that provide opportunities over 

the coming months as well as into the coming year. 

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

Rajeev Radhakrishnan

CIO, Fixed Income

Gaurav Mehta

CIO, Alternatives Equity
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