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“Wealthwise” is a monthly publication
brought to you by Wiseinvest, an AMFI-
registered Mutual Fund Distributor. Our
CEO, Hemant Rustagi, is a well known
personal finance expert. He brings with him
an experience of more than 30 years in this
field. He regularly writes articles for major
national dailies and business magazines as
well as appears as a personal finance expert
on many investments related TV shows.
Providing quality service is our top priority.
In keeping with that, we constantly take
steps to provide up-to-date information to
our clients. In the last twenty two years,
thousands of our clients have made mutual
funds the mainstay of their portfolios. You
can benefit too from our service support for
your existing as well as new investments.
Allyouneed to do is to just call up any of the
offices or email your requirements at
information@wiseinvest.co.in.

Dear Investor,

The month of September turned out to be a mixed bag for
the stock market. While in the first half there was an
optimism from GST rate cuts, the US Fed's rate cut, and
revival of trade talks with US, the sentiment turned
negative in the second half due to $100,000 H-1B visa
fee hike and the announcement of 100% tariffs on
pharma imports prompting foreign investors to pull out
significant funds from Indian stock market.

Foreign institutional investors (FIIs) have been selling aggressively this year,
oftloading over ¥ 2 lakh crore in equities. This sharp selling, coupled with
fresh tariffs on Indian goods, high equity valuations, better opportunities
abroad, especially in China, sluggish earnings growth and ongoing
geopolitical risks has rattled market sentiments. However, domestic funds
have invested ¥ 3.70 lakh crore in the first 9 months 0f 2025.

The Indian Rupee clocked its fifth consecutive monthly decline, driven
primarily by persistent foreign fund outflows and mounting trade concerns.
The rise in the trade deficit, coupled with limited intervention from the central
bank, has weighed on the rupee in recent months, despite its trade-weighted
valuation suggesting it is undervalued.

Gold prices touched a lifetime high of ¥ 1.20 lakh per 10 grams on the last day
of the month due to a weak dollar, expectations of further rate cuts by the US
Federal Reserve and looming prospects of a US government shutdown after
talks between Trump and congressional leaders ended without agreement on
short-term funding. The gold prices have risen by ¥ 41,050 or 52 per cent in
the current calendar year, surging from ¥ 78,950 per 10 grams on December
31,2024.

The stock market is keenly awaiting the RBI's commentary for insights into
future interest rate trajectories, although a status quo on rates is widely
expected. As the near-term market outlook remains cautious, it is likely to
remain range-bound. Some of the other key factors that may shape the
market's trajectory are progress of tariff-related talks with the US and the
upcoming earnings season.

Warm regards,

o)

Hemant Rustagi
Editor
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The Stock Market
Performance
During September 2025

Indices 29th 30th Change
August September in (%)
2025 2025

Sensex 79,809.65 80,267.62 0.57

MIDCAP 44,642.31 44,916.33 0.61

SMLCAP 51,449.23 52,195.09 1.45

BSE-100 25,556.76 25,810.92 0.99

BSE-200 11,048.51 11,179.79 1.19

BSE-500 35,287.71 35,714.10
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Recently read...if we could embrace uncertainty, in all
aspects of our lives, we'd also be a different species. We
humans are programmed to try to dispel doubt and
_ | uncertainty, to seek the comforting bedrock of certitude.
But it is not possible to banish uncertainty, life is about

finding a different and healthier relationship with
uncertainty.

In the investing world also, one sees investors flipping one youtube channel
or TV channel to another, listening to one expert after another, identifying
the best product and yet another that will better the best...all in the quest for
right answers and all in order to find the right prediction, the right forecast
and ultimately... aim to attain certainty of outcomes. Certainty is elusive...
there is only one certainty.... that we will have uncertainty...

Trying to understand where markets are and where they will head next is also
an exercise in attaining certainty of outcomes understandably in the quest to
positioning oneself ahead, to benefit from the predicted outcome, assuming
it materializes as predicted. But one has seen repeatedly the occurrence of
events that surprise markets; events that overwhelm the best of predictions
and there are one or more such events practically every year. Occurrence of
macro led events that way lay our market predictions are unpredictable, and
even more so how markets react to these events.

In January 2020 when the market was rising post corporate tax cuts and
expectations of turnaround in economic growth, if someone told you that we
will see the onset of COVID-19 pandemic, Nifty would decline 38% in 3-4
weeks, transportation, logistics and businesses would come to a grinding
halt with social physical distancing and shut downs etc. you would most
likely to sell your portfolio and hold on to cash. Probably, not even want to
leave it with banks once sold! Having sold the portfolio and worrying about
the safety of the money deposited in the bank, your sadistic pleasure on
seeing that prediction work well and markets go down would be short lived
and soon turn into envious regret. You wouldn't know when to re-enter (that
would entail another prediction) and you would watch market sail through
and make new highs within next 6 months, the share price of the bank whose
very longevity you prayed for multiplying times over. People who didn't get
make or get any prediction would end up doing better than people who
predicted right!

Avyear back if someone told you that India would witness 5.4% GDP growth,
near zero earnings growth, Mr Trump would win elections and announce
wide-ranging tariffs with special discrimination against India, make H1Bs
unaffordable, the war in the Middle East and in Russia / Ukraine would
escalate, FPIs would sell about $15-18 bn, you would have wanted to sell
down a considerable part of your portfolio. Here you are one year later, better
off not selling because you are where you were without any losses and would
have had tax losses if you had sold.

Today the dominant concern is to predict the next tweet from POTUS and
whether he is our friend or not. A few months ago, the dominant feeling was
that India is a place to hide when the wrath of tariff impact promised to singe
most markets and devastate EU, Canada, Mexico, China, Vietnam et al.
Unless we let the tariff issue settle one way or the other every news item,
tweet and prediction thus made is just noise. We got to know only a some
years back how bad Indo-US relations were in 1971-72 when India played a
role in liberating Bangladesh. The US sent their navy to the Bay of Bengal
and the US President and Secretary of State expressed hatred for India and
India's Prime Minister Mrs. Gandhi. You would not have known how bad
things got and what conversations too place behind four walls until some
files got declassified over time. Today we live in a different world, those four
walls are made of glasses and have open windows and the structure of the
walls is anyway rendered irrelevant because the guys sitting in there are
tweeting and broadcasting amidst the face off. One tweet you sell the
portfolio, incur 12.5% (or 20% even!!!) plus surcharge on your hard fought
gains, only to see another “we are friends” tweet few weeks later. This is all
noise, one has to let for the situation to settle and wait for something to
emerge. For most of my college and early career the WTO formation was in

the news and successive rounds of trade negotiations were order of the day.
Just that there was no twitter and 24x7 TV.

A year back everyone wanted to buy at 26,000 Nifty and a year down the line
everyone is worried at 25,000. The beauty of markets is that if they don't
move for a year they get about 12 to 15% cheaper because in one year while
portfolio values stagnated the earnings of companies we own have risen by
10-12%, economic growth prospects have been assessed upwards,
sovereign ratings have been upgraded, taxes have been reduced, liquidity is
better and interest rates have been cut. But last year everyone was looking for
more opportunities and today everyone is busy looking for unforeseen risks.
With all that has happened markets could have been much lower but we have
held up because of improvement in domestic conditions even as external
environment remains tough.

And as regards your worry about the next tweet, look at the following graphs
carefully...
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Source: WhiteOak. As of March 31,2025. Above levels are for BSE Sensex.
Past performance may or may not be sustained in future and is not a
guarantee of any future returns.

Data Source: MOSL, Bloomberg, Internal Research of WhiteOak Capital.
Past performance may or may not be sustained in future and is not a
guarantee of any future returns. Index performance does not signify
scheme performance.
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Past performance may or may not be sustained in future and is not a
guarantee of any future returns. Data as of September 30,2025.
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...Cont. from page 2

Since we discussing right now we are discussing POTUS and tariffs, if it was
last year we would have been discussing coalition politics or US elections, if
it was end 0f 2023 we would be discussing Israel v Hamas or impact of state
election results on upcoming general elections, if it was early 2023 we would
have been looking up Silicon Valley Bank, if it was mid 2022 we would be
discussing $129 oil prices and if it was early 2022 we would have been
discussing Ukraine / Russia war or impact of Mr Xi Jingping's quest for a 3rd
term on China and world affairs in end 2021 or time to recession from first
rate hike in USA in mid 2021. The first graph shows that there is no end to
this circus and studious stock market investors could do a PhD on a new
topic practically every year.

The second graph with the blue Sensex line is same as the first graph which
has a green Sensex line. If you see the line plotted at end of each year the way
it has been plotted in the second graph and read the numbers it tells you that
over 32 financial years Sensex has compounded 11.7% plus dividend yield —
give or take about 14% CAGR i.e. double once every five years on average.
The first line tells you all the types of circus we have seen in this journey.

The third graph will tell you that even as Sensex doubles money once every
five years on average why do people find it difficult to grow their money?
That's because, even though Sensex grows on average at the rate of 14%
compounded per annum, on average once in a year it declines 10-20% from

the high point of the year and then bounces back. Investors find it hard to stay
put. The need to anticipate, the need to predict, the need to track latest
developments and predict the way forward and to act on improbable
predictions is what makes it difficult to stay put.

Instead of predicting the market, respect the market. We all have views on
the market... where it should go, what it should do...but that also should be
with respectful deference....after all the market is the net total of the views,
opinions and behaviours of millions including the smartest and biggest ones
out there tussling with the wisdom of the crowd. .. show humility to listen to
what the market is saying to you...instead of always saying something to or
something about the market.

What will happen next is not predictable, but something will happen which
will cause markets to go down 10-20% in most years and then bounce back
and how people will react during these gyrations is predictable...that is
where the clues to success are.

Aashish Somaiyaa
ED & CEO
WhiteOak Capital Mutual Fund

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

Market Outlook - SBI Mutual Fund

India' s real GDP growth for Q1 FY26 at 7.8% has shifted the RBI estimates
for FY26 growth upwards to 6.8%. At the same time, the central bank has
flaggd downside risks for projections from Q3 onwards largely on account
of tariff related issues. The lower nominal GDP estimate at sub 9% for Q1
could however have ramifications with respect to tax revenues as well as
Government spending.

Mominal GO (%y-o-y) — 'S Gross Tay Revenos (% growthl- RHS

Source: https://budgetlab.yale.edu/research/state-us-tariffs-july-28-2025

EQUITY

September was another month of sideways grind for Indian equities as
benchmark indices shed intra month gains to end flattish for the month, with
the Nifty and the Sensex gaining 0.8% and 0.6% respectively. Indian
equities have been in a sideways consolidation for over a year now. The time
correction in equities along with a decline in bond yields over the past year
has brought valuations on our preferred gauge of earnings yield to bond yield
spread near historical medians. Similarly, equity market sentiment as
measured through our proprietary measure has cooled to neutral levels
versus the very euphoric readings same time a year ago. These are welcome
changes suggesting that excesses built into equity prices a year ago are
getting corrected. That said, earnings growth stays challenged as declining
nominal GDP growth has weighed on corporate earnings.

At a time when global policy uncertainty remains high, as evinced most
recently in the steep hike in H-1B visa fee by the United States, the external
sector is likely to stay impacted. The offset however is likely to come
through domestic sectors led by consumption. A plethora of positives
including the recent Goods and Services Tax (GST) cuts, personal income
tax cuts since April 2025, easing monetary policy and benign inflation have

all helped consumer sentiment recover to a ten-year high. A good monsoon
season has further aided. Trends in the ongoing festive season will be keenly
watched for early indications on a pick-up in consumption. Even as weak
GDP growth has been a drag on corporate profit growth so far, breadth of
earnings revisions has started to improve, suggesting that forward looking
outlook for corporate earnings is getting better at the margin driven by policy
support.

While trend on earnings revisions lends hope that earnings may be
troughing, we expect recovery to be gradual and selective amidst a wobbly
global backdrop. Neutral valuations and sentiment continue to drive our
neutral allocation towards large cap equities. Valuations down the market
capitalization curve, however, are steeper and warrant a selective and
bottom-up, stock-specific investment approach.

Valuations and Sentiment have eased towards neutral levels owing to the
time correction of the past year and decline in bond yields

Current: -2.32%
Average: -2.18%
Percentile : 34%
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Source: Bloomberg, FactSet, SBIFM Research; Note: ESI stands for Equity
Sentiment Index, our proprietary equity market sentiment measure.

Cont. on page 5...
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Performance Of Select Funds
Data as on September 26, 2025

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 Large Cap Fund Aug02 668 -556 1510 1589 19.85 1341 1270 1211  ABSLEquity Hybrid'95Fund Feb-95 669 -318 1347 1345 1631 1087 1057  10.84
ICICI Prudential Large Cap Fund May-08 7.06 -3.54 18.04 1910 2223 1504 1459 1332  |CICIPrudential Equity & Debt Nov-99 7.99 124 1893 2045 2604 1737 1599 1537

Kotak Large Cap Fund Dec98 699 507 1535 1595 1897 1416 1283 153  Kotak Aggressive Hybrid Fund Nov-99 914 -179 1554 1567 1937 1491 1315 1136
Nippon India Large Cap Fund Aug07 887 -217 1757 2023 2522 1544 1463 13.26

ABSL Flexi Cap Fund Aug-98 758 -463 1677 17.69 2038 1418 1400 12.69
Bajaj Finserv Flexi Cap Fund Aug-23 11.55 -3.54 19.60 - - - - -
Bandhan Focused Fund Mar-06 8.07 -475 19.02 12.57 9.91
HDFC Flexi Cap Fund Jan95 898 139 2278 18.14 13.58
Helios Flexi Cap Fund Nov-23 13.01 0.55 - -

Invesco India Focused Fund Sep-20 758 -5.30 -

Kotak Flexicap Fund Sep-09 886 -2.64

Motilal Oswal Flexi Cap Fund Apr-14  6.00 -4.88

Parag Parikh Flexi Cap Fund May-13 6.86 2.67 DEBT

SBI Focused Fund Oct04 811 134 Debt Oriented & Ultra Short Term Debt Fund

WhiteOak Capital Flexi Cap Fund Aug-22 845 -2.83 - Funds Launch 1 Mth* 3 Mth* 6 Mth* 1 Year* 2Year* 3Year* 5 Year™
Axis Large & Mid Cap Fund Oct-18 956 -2.82 ; ABSL Short Term Fund May-03 064 124 407 781 784 752 629
Bandhan Large & Mid Cap Fund Aug-05 9.89 -4.78 Axis Corporate Bond Fund Jul-17 0.71 117 436 8.13 8.09 7.69 6.25
HDFC Large and Mid Cap Fund Feb-94 831 -592 HDFC Corporate Bond Fund Jun-10 0.75 3.85 7.54 7.97 7.81 6.35
HSBC Large and Mid Cap Fund Mar-19 13.14 -5.95 - Kotak Banking and PSU Debt Fund  Dec-98  0.68 390 742 779 752 6.7
ICICI Prudential Large & Mid Cap Fund Jul-98 ~ 8.29 -2.00 Kotak Corporate Bond Fund Sep-07 079 116 424 792 814 777 625
Invesco India Large & Mid cap Fund  Aug-07 15.35 -0.26 SBI Banking and PSU Fund Oct09 081 104 407 754 765 734 570
Kotak Large & Midcap Fund Sep04 884 529 ICICI Prudential Savings Fund Sep02 052 153 406 794 778 772 639

LIC MF Large & Mid Cap Fund Feo-15 512 -688 Kotak Savings Fund Aug04 044 143 352 710 707 697 560
LIC MF Multi Cap Fund Oct22 914 -462

SBI Equity Hybrid Fund Dec95 7.03 278 1534 1403 1691 1322 1227 1212
ABSL Bal. Advantage Fund Apr-00 586 094 1285 1293 1417 - - -
ICICI Prudential Bal. Advantage Dec-06 7.94 4.04 13.87 1345 14.87

Kotak Bal. Advantage Fund Aug-18 532 -032 1165 1207 11.90

Nippon India Bal. Advantage ~ Nov-04 559 011 1290 1253 13.90

Bandhan Equity Savings Fund  Jun-08 343 447 764 785 827

Kotak Equity Savings Fund Oct-14 691 3.07 1175 1194 11.70

*Absolute ** Annualised. Past performance may or may not be sustained in future.
Motilal Oswal Large and Midcap Fund  Oct-19  16.24 -0.91 - Source: Value Research

SBI Large & Midcap Fund Feb-93 723 -2.81
UTI Large & Mid Cap Fund Feb-93 6.73 -6.86

Dividends declared by equity and equity-oriented funds during
Invesco India Contra Fund Apr-07 7.23 -717 the month Of September 2025

HSBC Multi Cap Fund Jan-23 10.27 -5.35 -

Kotak Multicap Fund Sep-21 1219 -5.14 _ Scheme name Date Dividend declared inX Per unit
ICICI Prudential Balanced Advantage Fund - Monthly 02-09-2025 0.07

ICICI Prudential Equity & Debt Fund - Monthly 02-09-2025 0.16
Midcap & Sma||cap ICIC! Prudential Multi-Asset Fund 02-09-2025 0.16

HDFC Mid Cap Fund Jun07 1029 235 2087 ICICI Prudential ELSS Tax Saver Fund 08-09-2025 0.70

ICICI Prudential Equity Savings Fund - Quarterly 11-09-2025 0.18

Kotak Midcap Fund Mar-07 1438 -1.59 21.49 ICICI Prudential Equity & Debt Fund - Half Yearly 12-09-2025 1.25

Motilal Oswal Midcap Fund Feb-14 742 -6.75 26.19 - Invesco India Balanced Advantage Fund 12-09-2025 0.28

Nippon India Growth Mid Cap Fund ~ Oct-95 1085 -4.27 21.60 ICICI Prudential Equity & Debt Fund - Annual 15-09-2025 2.35
Sundaram Balanced Advantage Fund - Monthly 17-09-2025 0.12

Sundaram Aggressive Hybrid Fund - Monthly 17-09-2025 0.25
HDFC Small Cap Fund Apr-08 17.33 -1.19 16.01 PGIM India Equity Savings Fund - Monthly 17-09-2025 0.07
Kotak Small Cap Fund Feb-05 8.85 -11.60 13.57 Edelweiss Large Cap Fund 23-09-2025 1.00

Nippon India Small Cap Fund Sep-10 1126 -858 16.73 Edelweiss Aggressive Hybrid Fund 23-:09-2025 020
Edelweiss Equity Savings Fund - Monthly 23-09-2025 0.08
Quant Small Cap Fund Nov-96 10.19 -11.11  17.50

HDFC Balanced Advantage Fund 25-09-2025 0.25
HDFC Equity Savings Fund 25-09-2025 0.22

Sectoral / Thematic Fund & Tax Saving ;'gf:):uy:efz‘fuqn”;y“‘"d ;Zgg;g;g gfg

ICICI Prudential Banking and Financial Aug-08 8.16 0.59 14.93 PGIM India Large Cap Fund 26-09-2025 042
ICICI Prudential Pharma Healthcare ~ Jul-18  7.31 052  28.31 - DSP Aggressive Hybrid Fund 26-09-2025 0.20
May-03 7.64 027 15.19 DSP DynamicAssetAllocation Fund 26-09-2025 0.05
DSP Equity Savings Fund - Monthly 26-09-2025 0.07
Canara Robeco Equity Hybrid Fund - Monthly 26-09-2025 0.72
Nippon India Power & Infra Fund May-04 925 -9.52 2230 LIC MF Aggressive Hybrid Fund 26-09-2025 0.20
SBI Healthcare Opportunities Fund Jul-99 205 006 23.39 Mirae AssetAggressive Hybrid Fund 26-09-2025 0.10
ABSL PSU Equity Fund Dec19 677 -985 2187 Axis Multi AssetAllocation Fund 26-09-2025 0.15

Axis Aggressive Hybrid Fund - Monthly 26-09-2025 0.10
Bandhan Transportation and Logistics Oct-22 24.74 -1.03 24.13 Axis Aggressive Hybrid Fund - Quarterly 26-09-2025 030

Kotak Pioneer Fund Oct-19 1760 259 24.57 - - Axis Equity Savings Fund - Monthly 26-09-2025 0.09
Bandhan ELSS Tax Saver Fund Dec-08 646 -7.83 1223 Axis Equity Savings Fund - Quarterly 26-09-2025 0.27
Kotak ELSS Tax Saver Nov-05 721 808 1418 Bandhan Equity Savings Fund - Monthly 29-09-2025 0.06

. . Bandhan Equity Savings Fund - Quarterly 29-09-2025 0.20
Nippon India ELSS Tax Saver Fund Sep-05 8.18 -6.88 17.16 BandhanAggressive Hybl’ld Fund 29-09-2025 0.11

Bandhan Balanced Advantage Fund 29-09-2025 0.22

ARBITR AG E FU N D S Baroda BNP Paribas Aggressive Hybrid Fund 29-09-2025 0.13

Baroda BNP Paribas Multi Cap Fund 29-09-2025 0.41
Funds Launch 3 Mth* 6Mth* 1Year* 2year™ 3Year™ 5 Year™ Source: Moneycontrol

Bandhan Small Cap Fund Feb-20 13.62 -524 28.88

Nippon India Banking & Financial
Nippon India Pharma Fund Jun-04 294 -439 20.61

Bandhan Arbitrage Fund Dec-06 1.29 3.04 6.52 6.98 6.94 5.54

Please check whether you have received dividend for the fund/s that you may have in your portfolio
ICICI Prudential Equity Arbitrage Fund Dec-06 1.35 3.19 6.73 7.10 7.02 5.68 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 Arbitrage Fund Sep-05 1.34 3.17 6.74 7.25 719 5.86 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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The abiding worry in markets over recent months has been the heavier
duration supply and signs of weak demand in sovereign bonds. The H2

WEALTH/VISE

auction schedule announced by the RBI has clearly acknowledged the need
100 to tweak the tenor supply. The RBI policy review also provided a more
80 balanced assessment of risks, which should at the margin provide some
60 support for market sentiments.
40 G-Sec 30-Aug-25 30-Sep-25 Change- M-o-M
20 -~ 3-year G Sec 6.09% 5.92% -0.17%
O """ 5-year G Sec 6.28% 6.20% -0.08%
20 J 10-year G Sec 6.57% 6.58% 0.01%
EARSS b b e fa s Pt h s et Bt it pacha R RARSPS PN PN PN R SPNINERE 15-year G Sec 6.97% 6.88% -0.09%
BEEEAb2EAEAbasiEissnitisstiiisaii soyearGse | 78 | 7009 o.10%
MSCI India's 1 year Fwd P/E prem. wrt MSCI EM slope 10x15y 0.40% 0.30%
Source: Bloomberg, FactSet, SBIFM Research SIOPZ;:XSOV 0.73% 0.62%
. . 10-12Y 7.25% 7.25%
As trade uncertainty weighs on the external sector, consumer
confidence improves to a ten-year high buoyed by policy support SDL Spread 0.68% 0.67%
AAA- PFC/REC
129 1Y AAA 6.57% 6.53% -0.04%
10 9 2Y AAA 6.71% 6.73% 0.02%
8 1 3Y AAA 6.87% 6.75% -0.12%
6 5Y AAA 6.96% 7.00% 0.04%
41 10Y AAA 7.23% 7.20% -0.03%
2 1 MMM Slope 1x10y 0.66% 0.67%
EEREEREEEE A Source: SBIFMResearch
¥y 2 2 2 2 37 2 2 3 3 2 2 32 3 F 2 7
< < < << < << < << << < << << < << << < <
= Bloomberg Economics Global Trade Policy Uncertainty (TPU) Daily RBI Policy Review
The key takeaway from the RBI Policy Review for fixed income markets has
o been the central bank guidance that provided a more balanced assessment of
:£ future trajectory vis a vis the commentary in June and August 25. Even as the
i Q1 FY26 GDP release tilted the FY26 projection upwards, the RBI has
&0 rightly assessed downside risks with respect to the Q3 and beyond
n projections. The impact of GST cuts and the soft food prices have led to
T'" FY26 CPI projection being lowered to 2.6% (as against June projection of
j; 3.7%). At the same time, from a policy perspective, the forward projection
30 for Q1 FY27 has been lowered by 40bps to 4.5%. The revised assessment of
R 1 TN A T L T TR ) AL downside momentum to both forward growth and inflation estimates has led
EE RS S SRS SRS ST IR EN S NS to the RBI acknowledging that the policy space for supporting growth has
e Urhan consumer sentiment index e Rural consumer sentiment index opened up. This contrasts with the June assessment that the policy space is

Source: Bloomberg, CMIE Economic Outlook, SBIFM Research

limited. Even as the central bank maintains a neutral policy stance currently,
the guidance provided should keep prospects for additional rate cuts alive.

Weak nominal GDP has weighed on corporate profits; earnings

.. . . . . Deflator issues are overstating the pace of India's growth
revisions however are looking up suggesting an improvement in outlook

going ahead
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e Nominal GDP (%y-0-y) = Corporate Profit (% growth)

Corporate profit for ~27-28K non financial sector companies
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..Cont. from page 5 The tweaks in calendar supply, however, do not alter the overall challenges

. .. ] with respect to demand that is largely a function of regulatory and taxation
Inflationary conditions are benign ) L
changes introduced over recent years. The process of directional fiscal

E 10 year avg CPI: 5% o consolidation and financialization trends would only alter the demand
I 10 year avg WPI: 3% 9.4 balance over a period. With the recent tailwinds on fiscal as well as core
8 demand tapering off, the demand shortfall has manifested in the current
€7 financial year. This was masked in the last fiscal year on account of RBI
z OMO purchases and decent FPI buying. This trend, if sustained, effectively
o would ensure that sovereign yields as well as the broader corporate
2 borrowing requirements clear at yield levels higher than that warranted
] based on macro factors.
o FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25 FY26e
m CPl Inflation (in %)  ® WPI Inflation (in %) Portfolio Strategy
Source: SBIFM Research, CMIE Economic outlook Even as market yields have broadly stabilised in recent weeks, on a forward-

looking basis, it is expected to remain in a range with no clear large
directional downward momentum. At the same time, the RBI guidance and

B rebalancing of duration supply should keep near term sentiments supported.

. : . . . Thi i isibili intai i lightly high
A challenging external environment coupled with the impact of tariffs was is provides near term visibility to maintain duration ranges slightly higher

. . than recent trends on a tactical basis. Most of the recent regulato
expected to keep future growth estimates subdued. At the same time, the g Y

. . . ts h learl tailwinds fi t
impact of GST cuts could have a dampening effect on headline CPI on a announcements have clearly added more tailwinds for corporate bonds as a

. . . segment. Relaxation of the large exposure framework, enhancing ECB limit
forward basis. Even as the impact of the prior 100bps repo rate cuts and & . . g p‘ . . o &
D . . . . and removing cost ceiling, banks being permitted in acquisition finance as
liquidity infusion work its way through the system, it was essential to ensure

s . : 11 latively light ly schedul learl itives. Thi
that the process of rate transmission isn't materially disrupted. The RBI well as arelatively lighter supply schedule are clearly positives. This seems

. . . likely t ti , likely to tight tth in.
guidance post the October review possibly has acknowledged the same. The ikely to continue, and spreads are likely to tighten at the margin

forward outlook on growth and inflation, alongside the evolution of risk

Prstrrie, ilemlly GUERS SO Si0es i e musng Sy e Overall, on a risk — reward basis, spreads on high grade bonds as well as

S . . . selective credits at the shorter end remain attractive. Given the anticipated
December review is expected to be live for possibly the last rate cut in the

. ) .. external volatility and its likely resetting of market expectations, strategies
current cycle. Not withstanding the debates about efficacy of additional rate v Y & p &

. . on duration would continue to be nimble. Short tenor high grade bond funds
cuts, clearly the current macro context provides sufficient space to keep

.. .. . continue to provide higher accrual, wider spreads as well as an optimum risk/
monetary and liquidity conditions supportive of growth. Hence, there P & P P

. . reward that provide opportunities over the coming months as well as into the
remains no case currently to speculate on apolicy reversal.

coming year.

Sovereign duration supply
The auction calendar for the central government H2 borrowing has

considered market feedback with respect to the duration supply. Over the
second half, the central government has reduced the proportion of
borrowings through 30 y and above securities to 29.5% as compared to 35%
in H1. The proportion of issuances in the 10y bucket has however increased
by 2% to 28.36% in H2. The tweaks in the calendar should enable a short-
term tightening of term spreads. At the same time, the SDL gross supply for

Rajeev Radhakrishnan, CFA Gaurav Mehta, CFA

Q3 has been projected at T 2.82Trillion, which is lower than market CIO — Fixed Income Head — SIF (Equity)

estimates. To the extent that incremental duration supply by states is
moderate, the term spreads in the near term could stay tight at the margin. Mutual Fund investments are subject to market risks, read all scheme
related documents carefully.
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