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Executive Summary
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Global / US

India -

Equities

India – Fixed 

Income

 Economic growth likely to remain strong, albeit risks from Delta variant are rising

 Momentum of rise in Commodities moderating, helping ease inflationary expectations

 High growth stocks have outperformed as bond yields have fallen, though remain

vulnerable to reversal as quite likely bond yields shall rise, rather than fall

 Medium term valuation de-rating risks from rising bond yields remain intact, though lesser

than expected earlier

 Broad indices continue to outperform, quite likely led by increasing non-insti participation

 Maintain Equal Weight (medium term) as economic activity expected to pick

 Local economic cycle far from peak, providing confidence of good future growth

 Prefer exposure to Recovery themes & Banking Equities

 However, brace for some correction led by global factors – ‘buying opportunity’

 RBI’s G-SAP likely to influence interest rate curve to flatten, rate hikes in mid 2022

 Prefer medium duration portfolios as rates are likely to edge up gradually in medium term

Gold
 Contrary to expectation, Gold has rallied as Real Yields have declined while Dollar too has

fallen. Continue to maintain mild Under Weight bias in medium term



Asset Allocation Positioning
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Legend

++ Strong Overweight

+ Overweight

0 Equal weight

- Underweight

- - Strong Underweight

 Previous Position

Asset Class

Short Term Long Term

- - - 0 + ++ - - - 0 + ++

Equities

Large Cap & Diversified

Mid & Small Cap

Global Equities* 

Debt

Low Duration Debt

Short & Medium Term

Credit Fund

Duration

Gold

Note: *Prefer mild tilt towards Cyclicals



Strategic Indian Equity Allocation (recent history)
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Strategic Call on Equities
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A Possible 3
rd

Wave?
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Cases are witnessing resurgence in few regions (000’s) 
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• Evidence increasing of the spread of the Delta form of coronavirus, characterized by the World Health

Organization as the “fastest and fittest” of all variants.

• Fortunately, most of Delta infections have been among younger people who are less likely to fall

seriously ill. Also, hospitalizations & fatalities from the virus remain very low, while more than 48% &

44% of US & EU adults are fully vaccinated. Thanks to rapid vaccination progress, it unlikely that

countries will again have to impose serious restrictions to economic activity to contain medical risks.
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Few countries are witnessing resurgence in daily cases (000’s) 

While cases have risen but hospitalization remains in check; Vaccination helping immunity
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• Given the pace of vaccination, the focus now needs to turn towards rate of hospitalization due to

Covid rather than the case count itself, which fortunately isn’t alarming as yet.

• Spanish government argues that hospitalization rates remain low — with only 2.6% of beds

occupied by Covid patients compared with 2% a week ago — and that the infection rate is less

significant than the rising share of fully vaccinated people.
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Cases Hospitalization - RHS
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Note: UK & Portugal have witnessed 52% & 36% of population being fully vaccinated respectively.



Share of Maharashtra & Kerala rising in total India Covid cases
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• Rising cases in Maharashtra (Maha) & Kerala remain a likely precursor to Covid-19 3
rd

wave basis

history. Currently they account for 51% of the total Covid-19 cases

• However, hopes remain (given global experience, vaccination pick up & better preparedness) that

the impact of any potential third wave may be contained
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India: Vaccination supply is witnessing a rise as expected
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• Vaccination drive continues to pick up pace, in line with expectation with daily vaccination now

averaging ~ 5Mn
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Risk-on rally – Global Inflation remains a key risk
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Global markets outperformed led by Growth Stocks
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Note: *Fed policy

Technology / Growth stocks are witnessing a bounce back as Inflationary expectations have declined &

bond yields have fallen post FOMC meet (a counter-intuitive move)

Performance 

Since 16-Jun*
World S&P Nasdaq EM India

Sector (%) Avg. Wt. Return Avg. Wt. Return Avg. Wt. Return Avg. Wt. Return Avg. Wt. Return 

Total 100 2 100 4 100 6 100 (3) 100 (2)

Defensives 65 4 72 5 98 6 61 (3) 48 (1)

IT 22 6 27 7 49 7 20 (3) 17 (0)

Discretionary 13 2 13 4 7 5 5 (1) 6 0 

Comm. Serv. 9 3 11 3 20 4 11 (6) 3 (0)

Health Care 12 3 12 6 17 7 17 (3) 8 (3)

Cons. Staples 7 (0) 6 1 5 2 6 (4) 9 (1)

Utilities 3 (2) 2 (1) 1 (1) 2 (7) 4 (14)

Cyclicals 34 (1) 28 (0) 2 3 38 (3) 52 (3)

Materials 4 (1) 3 (1) 8 (0) 10 1 

Industrials 11 0 9 1 2 3 5 0 4 0 

Real Estate 3 1 3 3 2 (6) 0 (4)

Financials 13 (3) 11 (1) 18 (5) 26 (2)

Energy 3 (5) 3 (4) 5 (5) 12 (8)



Commodity Prices witnessing moderation

Recent times have started to witnessed stabilisation in prices
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Momentum in commodity prices have stabilized over last few weeks. The best case scenario for

markets is for Commodity prices to remain stable going forward. Any decline in Commodity prices,

while good from inflation perspective, can impact earnings growth expectations globally.

$ / MT
Gold (Rs / 

10 Gms)
Metal Index Brent Copper Aluminium Zinc Steel 

Lumber 

($/000 

board feet)

Q1 20 41,008 2,638 51 5,641 1,692 2,129 473 399 

Q2 20 42,951 2,462 33 5,348 1,498 1,968 383 350 

Q3 20 51,231 2,917 43 6,520 1,705 2,339 461 673 

Q4 20 50,195 3,225 45 7,195 1,920 2,632 566 646 

Q1 21 47,071 3,678 61 8,483 2,093 2,749 761 918 

Q2 21 47,441 4,139 69 9,673 2,393 2,911 1,001 1,246 

Q3 21 TD 47,566 4,155 75 9,367 2,507 2,926 966 751 

Spot (Last traded) 47,723 4,187 76 9,482 2,481 2,961 960 703 

Q3 CY21 (YoY %) (7) 42 74 44 47 25 109 12 

Q3 CY21 (QoQ %) 0 0 9 (3) 5 1 (4) (40)



Economic surprise index has seen deceleration in recent past
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Global US

• Economic Surprise Indices measure data surprises relative to market expectations. A positive reading

means that data releases have been stronger than expected and a negative reading means that data

releases have been worse than expected.

• Lately, the positive surprise element in data releases have not been as stronger relative to recent past,

leading to reassessment of growth expectations, and partly contributing to decline in bond yields



Bond Yields are aligned with inflationary expectations!
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Inflationary expectations peaked in May and have since declined. Bond yields in US have continued to

fall despite US Fed sounding hawkish (indicating a likely commencement of tapering & interest rate hike

in 2023)
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Curve flattening
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US Yield Curve

US Recession Index US Spread (10Y - 2Y)

Yield curve was at its steepest level in Mar-21 (post-recession) but has since flattened i.e. 10-Yrear bond

yields have fallen relative to 2-Yr. Is this abnormal? As the data shows, this move isn’t abnormal & similar

volatility was witnessed in early part of the cycle post 2008 recession. For example, the spread between

10-Yr & 2-Yr fell by 90 bps between Apr-10 to Aug-10, than rose again. Therefore, basis this analysis, it

may be early to conclude of any decisive shift in medium term yield outlook.



US Junk Bond Yields haven’t reacted yet
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US High Yield Credit

US Recession Index US Corp High Yield

US Junk Bond Yields are the one to react if growth expectations take a turn. Since they haven’t sold

off (last at 3.7%), it is indicative that the Bond market isn’t pricing in any material shift in growth

outlook, and the recent decline in US Bond Yields is more due to technical reasons, than fundamental



US Equities – Relative Valuation
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Our favorite chart which

compares Earnings Yield to Bond

Yields shows that market has

tended to peak out (& fall

thereafter) when this ratio touches

0.5. All else being equal, if US 10

Year Bond yield were to rise to

beyond 2% (& swiftly), a

correction is natural to expect. If

the rise is gradual / orderly,

market may not witness very high

volatility as there is support from

‘Economic Growth’

Range bound US Bond Yields

are supportive of Equities
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To conclude: Watch the Bond Yields
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• Any material fall in US Bond Yields or a sharp rise is the key risk to equity markets

• Bond Yields have likely fallen due to technical reasons & like to gradually inch up

• Expectations high that Fed shall also indicate its plan to taper by Q4 CY 2021

• While Growth Stocks (including Tech) have outperformed as Bond Yields have fallen, base case

still continues for Cyclically oriented portfolios to add relative value



India

Economic & Corporate cycle likely to support good earnings 

growth

19
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UFI at pre-Covid times
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As normalisation in economic activity picks up pace, UFI may continue to maintain the uptrend going forward

aided by the unlocking of the states, albeit at different paces. Increased supply of vaccines to the population will

propel the growth recovery from Q2FY22. Appearance of the new variants of concern for states like Maharashtra,

Kerala and Tamil Nadu will remain important to watch from a recovery perspective, though a gradual

improvement over the next few months is unlikely to get arrested.

ICICI Bank’s weekly UFI continued

trajectory of recovery in economic

activity, with an index reading of 99.6

(vs. 93.5 in previous week).

Index performance was driven by

sequential improvement witnessed in

all indicators including Mobility.

Among industrial indicators, peak

power demand & E-way bill

generations recorded a significant

improvement over the previous

week’s levels. Industrial activity, which

saw far more muted disruption this

year, is now gaining traction upon the

unlocking of restrictions, as all

indicators recorded readings above

pre-COVID levels as compared to the

previous week.
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India - Banks Gross Bank Credit Growth
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As GDP picks up, the bank credit cycle is also likely to closely follow from near bottom currently. This is

likely to be a big tailwind for Banking Equities
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Q1 FY22 – Earnings Preview
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Q1 FY22 - Earnings Preview 

Low base effect (due to the Covid-led lockdown in the base quarter) and Metals to aid earnings growth

23

• Q1 FY22 net income of the Nifty 50 set of companies is expected to more than double on YoY

basis due to the Covid-led lockdown in the base quarter; many companies reported weak profits/large losses in

Q1 FY21. Strong yoy increase in the net income is expected for almost all sectors.

• Sectoral trends: Quarter's highlight will yet again be commodities. Steel realizations are expected to improve

sequentially with average domestic spot HRC prices improving ~20% QoQ. As a result, metal companies will

post strong result during the quarter.

• Financials (lower provisions, better performance by large banks), capital goods (strong order inflows, improved

availability of manpower), IT services (higher number of billing days, increase in spending intensity across

verticals, ramp-up of strong deal wins of earlier quarters), metals and mining (sharp increase in realizations and

volumes) and upstream oil, gas & consumable fuel companies (higher realizations and volumes).

• However, on a QoQ basis, net income is expected to decline in low double digit to high single digit due to the

2
nd

wave of Covid-19, RM headwinds (sharp increase in commodity prices) and sequential decline in volumes.

• Macro backdrop for the Q1 FY22 was subdued. Activity levels contracted in April/May. May CPI inflation dented

expectations by printing at 6.3%, with core dynamics being a growing source of concern (global reflationary

pressures). INR depreciated Q/Q (2.5% QoQ). Brent prices averaged $69/bbl in Q1 FY22 (up 13% QoQ). 10Y

yields averaged at 6.02% in the June quarter (+4bps QoQ).



FY22 - Earnings expectation

24

• 2
nd

covid wave has had little impact on earnings so far with Nifty earnings estimates for FY22 has been

upgraded by ~5% since 1
st

April. Better than expected revenues in Q4 FY21 helped. Excluding metals,

estimates have been broadly flat, barring a small downgrade seen in consumption sectors. With our proprietary

ICICI Bank UFI Index showing sharp recovery in June and a strong GST trend, downside risk to 21% consensus

EPS CAGR over FY21-23 for the Nifty remains low as yet.

• Nifty consensus EPS for FY22 is up 5% over Apr-Jun'21. Earnings were upgraded right through the 2
nd

wave.

Consequently, consensus now builds in ~27% positive earnings growth for FY22 and 14% for FY23.

• Sectoral earnings expectation: Largest upgrades to FY22 earnings have been seen for metals sectors. Financials

have seen minor upgrades by FY22/23 with some asset quality buffers built-in. Tech earnings estimates are flat.

FY23 earning trends are mostly stronger than FY22 with consensus baking in 14% YoY growth. Limited earning

cuts for domestics: Sharp slowdown in domestic economy in Q1 FY22 has driven some cuts in domestics

oriented companies/sectors, but even they are limited to in the autos, consumer discretionary & FMCG.

Telecom, Retail, Cement, Property and Utilities sectors might see earnings resilience.

• Across the board, input cost pressure has not dented earnings outlook indicating the ability to rationalize & pass

on cost. Going forward, cost pressures may arise as operations resume in full swing & raw material prices

continue to firm-up. But, as growth normalizes, operating leverage benefits should kick in & support margins.



Earnings delivery remains key with respect to expectations

25

15

• Nifty earnings delivery has witnessed improvement vs expectations leading to earnings upgrade and

supporting market performance.

• 2
nd

covid wave has had negligible impact on earnings so far with respect to Nifty earnings. In fact

Nifty earnings were upgraded by ~5% since 1
st

April.
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Earnings upgrade cycle continues although pace has moderated
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15

Key reasons for upgrade in recent times:

• Energy & metals have witnessed big upgrades while multiple stocks in sectors like Consumer

discretionary, FMCG, etc. have seen downgrades. So while, there are minor upgrades on an

aggregate level, they are from the more volatile sectors.

• Larger companies & organized sector in the economy have been gaining market share and would

likely have gained again in the 2
nd

wave.

• Despite drop in several 

economic activity 

indicators (due to 

localized lockdowns), 

earnings have not 

witnessed downgrades. 

• Nevertheless, EPS has 

witnessed minor 

upgrades.
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Equity Strategy & Valuations
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Retail participation in markets have risen significantly

28

15

Retail participation rose last year and continues to remain elevated. Tech-savvy new millennials find

it very convenient to internet-based, mobile-enabled trading platforms.

0.2

0.3

0.4

0.5

0.6

0.7

0.8

J
u

l-
0
7

J
u

l-
0
8

J
u

l-
0
9

J
u

l-
1
0

J
u

l-
1
1

J
u

l-
1
2

J
u

l-
1
3

J
u

l-
1
4

J
u

l-
1
5

J
u

l-
1
6

J
u

l-
1
7

J
u

l-
1
8

J
u

l-
1
9

J
u

l-
2
0

J
u

l-
2
1

Non Insti as share of Total Turnover



Retail participation in markets have risen significantly

29

15

Number of demat accounts opened in the last few months is a clear reflection of rising retail

participation. At an industry level, the number of incremental demat accounts opened in

the last year is more than the accounts opened in the previous 3 years collectively.
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Rolling Outperformance of Mid & Small w.r.t. Large caps

30

15

Mid & Small Caps have now begun to outperform and may continue in near term. However, other

valuation measures are now showing relative stretch…

(12)

(9)

(6)

(3)

0

3

6

9

12

15

18

S
e
p

-
0
8

J
a
n

-
0
9

M
a
y
-
0

9

S
e
p

-
0
9

J
a
n

-
1
0

M
a
y
-
1

0

S
e
p

-
1
0

J
a
n

-
1
1

M
a
y
-
1

1

S
e
p

-
1
1

J
a
n

-
1
2

M
a
y
-
1

2

S
e
p

-
1
2

J
a
n

-
1
3

M
a
y
-
1

3

S
e
p

-
1
3

J
a
n

-
1
4

M
a
y
-
1

4

S
e
p

-
1
4

J
a
n

-
1
5

M
a
y
-
1

5

S
e
p

-
1
5

J
a
n

-
1
6

M
a
y
-
1

6

S
e
p

-
1
6

J
a
n

-
1
7

M
a
y
-
1

7

S
e
p

-
1
7

J
a
n

-
1
8

M
a
y
-
1

8

S
e
p

-
1
8

J
a
n

-
1
9

M
a
y
-
1

9

S
e
p

-
1
9

J
a
n

-
2
0

M
a
y
-
2

0

S
e
p

-
2
0

J
a
n

-
2
1

M
a
y
-
2

1

3-Yr Rolling outperformance of Mid&Small over Top 100



Small Cap Volumes on higher side but not at peak
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15

Small cap are trending closer to previous cycle peaks basis volumes and historical returns during bull

phases

Duration of cycle Volume (mn) Index

Start Date End Date Duration Phase St Date End Date % Change Return (%)

Jun-06 Jan-08 573 Bull 30 143 374 171 

Jan-08 Mar-09 427 Bear 112 36 (67) (78)

Mar-09 Nov-10 611 Bull 36 105 187 305 

Nov-10 Aug-13 1,000 Bear 105 37 (64) (52)

Aug-13 Jun-14 307 Bull 37 168 350 86 

Jun-14 Nov-16 897 Flat 168 45 (73) 9 

Nov-16 Jan-18 419 Bull 45 78 76 70 

Jan-18 Dec-19 695 Bear 78 23 (71) (37)

Dec-19 Feb-20 57 Rising 23 40 77 12 

Feb-20 Apr-20 62 Bear 40 20 (51) (36)

Apr-20 Jul-21 456 Present 20 103 424 157 

Average 404 Peak 32 101 219 134



Mid & Small Mkt Cap vs Large Mkt Cap inching closer to highs

32

15

Since Mar-20, Mid & Small caps out-performance has progressively increased given the rise in their

market caps relative to broader markets. Current technical indicator suggest Mid & Small cap

outperformance is closer to peak relative to history.
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Valuations: Mid & Small caps w.r.t. Nifty are relatively expensive
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Relative valuations of Mid & Small caps (inferred from broader index Nifty 500) with respect to Nifty

has edged at above +1 Std dev. and is now moving closer to peak levels witnessed in Jan 2018.
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Equity Flows have witnessed moderation
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15

Recent market up-move haven’t been led by Institutional Flows, which indicates a higher than usual

non institutional participation in the market
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India - Sectoral Valuation: Cyclicals are relatively well placed
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Several sectors and stocks appears to be fairly valued and offering limited scope for re rating, returns will

likely follow roll forward (in earnings) or potential upgrades in earnings (as actual earnings follow expected

trajectory). Banking continues to offer opportunities on ‘buy on dips’

Sector Percentile Rank Frwd PE 2Yr EPS Growth PEG

MNC 0.9 36.3 18.0 2.0 

Real Estate 1.0 29.9 15.1 2.0 

FMCG 0.9 31.4 16.5 1.9 

Next50 0.9 23.1 12.8 1.8 

IT 1.0 23.4 14.4 1.6 

Infra 0.4 15.0 10.3 1.5 

Pharma 0.9 24.3 21.6 1.1 

NSE500 1.0 19.0 18.9 1.0 

Mid 0.7 21.0 21.1 1.0 

Small250 0.9 16.0 16.7 1.0 

Nifty 1.0 18.7 20.2 0.9 

Energy 0.2 9.3 10.3 0.9 

Financials 0.5 15.3 17.2 0.9 

Media 0.1 14.3 17.5 0.8 

Bank 0.7 15.3 27.0 0.6 

Auto 0.9 17.6 37.7 0.5 

Metal 0.6 9.0 28.2 0.3 

PSU Bank 0.6 7.6 37.6 0.2 

P / B

Bank 0.6 2.0 

Energy 0.2 1.2 

Metal 0.9 1.4 

Small250 1.0 2.4 

Nifty 1.0 2.8 



Indian equity sentiment indicator

36

15Lower Sentiment Index indicates a better buying opportunity given above avg 1 year forward return &

vice versa.
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Valuations remain expensive but earnings growth prospects 

have improved too

37

15

While valuations are decisively on higher side but may not cause markets to materially correct as long as global

markets and yields are stable and are well supported by superior earnings growth prospects. However, market

performance is likely to be lower than earnings growth as valuations are likely to mean revert over medium term.

Theme ahead is likely to be stronger economy but volatile markets with upward bias
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Equity Strategy
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We maintain Equal Weight position in Equities given that full year expectations haven’t materially changed. The

local business cycle is at an early stage of inflection with far better balance sheets (for listed corporates), improving

profitability and credit growth far below in excess zone.

• Earnings are likely to hold up well in foreseeable future, given the improving profitability in Banking & Commodity

segment. No material disappointment is expected in any major sector, albeit company level commentary shall be

key to future earnings upgrade

• While some de-rating (in equity multiples) is likely over medium term, they may not fall materially

below +1 Standard Deviation just as yet given the overall global & cyclical tailwind.

• Medium term, cyclical & economy facing sectors like Banking, Industrials / Capex, Energy etc. are still not in

outright expensive zone & offer reasonable growth prospects & can be added to in current phase of

underperformance / on dips.

• Defensive sectors (like IT, Pharma, FMCG & select Discretionary) exhibit stretched valuations.

• Also prefer a “late recovery theme” as a portfolio from a medium term perspective



Risks

39

• Global Inflation & US Tapering risks are rising: Inflation risks induce uncertainty and Tapering is a

certainty though timing is debatable. This has to be seen in context of high equity valuations and

expectations that Dollar shall remain range bound

o Further rise in real yields has the potential to de-rate equity valuation especially growth stocks, if the

pace of increase is sharp. An orderly gradual increase may not be disruptive.

• Rising cases of Covid, despite the 2020 learnings & template, do not necessarily offer room for complacence,

although our base case continues that the current spell shall be far less economically impactful vs H1FY21.

• Higher levels of crude prices has the potential to impact domestic macros adversely

• Non institutional equity participation has been rising, quite likely enthused by very low volatility

observed in last several quarters. Any sudden volatility has the risk of shaking this segment risking the

continued outperformance of mid & small caps



Fixed Income
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Fixed Income Update

15
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Bonds yields went up in the month of July as market participants re-anchored their expectations of the timing

and quantum of RBI policy reversal after relatively higher inflation surprises on the upside & sharp increases in

global commodity prices.

RBI released its MPC committee minutes where MPC members detailed their rationale for continued

accommodative stance to revive and sustain growth on a durable basis and mitigate the impact of COVID-19

on the economy. Some of the MPC members remained watchful of generalized inflation after the initial impact

of cost-push inflation

Headline inflation for month of June came at 6.26% YoY slightly lower than 6.3% YoY in May-21, however

higher than upper band of 6% of RBI. Core CPI inflation was up by 6.2% indicating sustained increase in price

pressures.

New Benchmark: The RBI launched new 10 Year benchmark at cutoff yield of 6.10% indicating tolerance to

slightly higher yields. The outstanding limit in the current 10-year G-Sec/GS (coupon rate: 5.85 per cent) has

reached about ₹1.20-lakh crore. Moreover, the RBI has mopped up about three-fourth of the 5.85 per cent GS

via its G-SAP/OMO, and the trading volume in this paper has been gradually drying up.



RBI has expanded its Balance Sheet to support economy
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The data above reflects RBI’s investments (pre-dominantly GoI Securities) relative to total money

supply (M3). RBI has expanded its balance sheet by 80bps in FY2021, and is likely to do the same in

foreseeable future, anchoring long bond yields at near current levels. A question although remains how

will market react when this ends!

There is a significant scope for further balance sheet expansion, relative to various DM

Economies – For US Fed~40%, BOJ~47%, Euro Zone~ 51%.
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Yields across the curve have gone up CYTD

15

43

Yields went up in the month of June with shorter end of the curve (2-3 years) rising faster than longer end

Particulars 9 July 2021 1 June 2021 9 April 2021 1 Jan 2021
Change from 

1-Jan Inc/ (Dec)

Call Rate 3.0 3.0 3.1 3.05 (0.05)

Repo 4.0 4.0 4.00 4.0 -

Short Duration

3M T-Bill 3.41 3.40 3.34 3.01 0.40

6M CD 3.85 3.70 3.80 3.5 0.35

6M CP 4.25 4.0 4.35 3.8 0.45

G-Sec

1 Year Gilt 4.05 3.90 4.00 3.50 0.55

2 Year Gilt 4.40 4.23 4.50 4.25 0.15

5 Year Gilt 5.80 5.50 5.85 4.99 0.81

10 Year Gilt 6.17 6.02 6.02 5.83 0.34

10 Year SDL 6.72 6.6 6.60 6.43 0.29

Corp Bonds

1 Year AAA 4.35 4.20 4.35 3.90 0.30

3 Year AAA 5.50 5.20 5.10 4.68 0.52

5 Year AAA 6.20 5.90 5.90 5.50 0.40

1 Year AA 6.97 6.87 7.00 6.70 0.17

3 Year AA 8.10 7.80 7.90 7.44 0.36



Yield curve is steep
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As compared to 1 year yield of close to 4%, 6-8 year yields are close to 6.1-6.4%.

Funds which are targeted towards portfolio maturity 2026-2028 are appropriate for lower risk investors

seeking higher visibility of returns over holding period horizon.

Government launched new benchmark for which cut off came at 6.10%, slightly higher than market

estimates indicating tolerance to higher yields as compared to last few months
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Interest Rate Cycle and Portfolio Return (Chart-I)
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Since 2012, interest rates were on gradual decline till May-13, however post that due to Fed taper

tantrum, the rates inched up significantly and remained at those levels for almost a year and then started

to decline gradually.

Investors who invested at lower yields with investment horizon of more than 3 years were able to

significantly outperform Net YTM, as full interest rate cycle played out, despite lower return in short term



Interest Rate Cycle and Portfolio Return (Chart-II)
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Interest rates again bottomed close to demonetization in Nov-16, and started to move up since mid of

2017 and further impacted by downgrades/ defaults in few of the names. Interest rates stared to come

down since mid-2019.

Investors who invested at lower yields in end 2016, with investment horizon of more than 3/4 years were

able to significantly outperform Net YTM as the full interest cycle played out.
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Interest Rate Cycle and Portfolio Return (Chart-III)
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Interest rates again bottomed close to demonetization in Nov-16, and started to move up since mid of

2017 and further impacted by downgrades/ defaults in few of the names. Interest rates stared to come

down since mid-2019.

Investors who invested at lower yields in end 2016, with investment horizon of more than 3/4 years were

able to significantly outperform Net YTM as the full interest cycle played out.
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Fixed Income Strategy
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The RBI Governor in recent interview, said that growth is the main challenge now, even though inflation was

sticky, the Governor described it as being a ‘transitory hump’. However, the bond market has gradually step up

speculation concerning the shelf-life for RBI’s current ultra-dovishness.

The Reserve Bank of India (RBI) announced its first tranche of its GSAP 2.0 schedule on Jul 08, 2021 of INR 200

billion. 10Y G-Sec is likely to trade in range of 6.0% to 6.5% and will be volatile.

Given low rates & expectation of gradual upward movement in short term yields over time, investors should

consider products with duration lower than investment horizon. Following is preferred strategy:

For investment horizon upto 3 months: prefer liquid funds. Individual investors can consider bank savings 

upto 3 months as other categories can be volatile.

For longer investment horizon (upto 1 year): investors can consider Ultra Short Term Funds, Arbitrage 

Funds & Deposits. 

Horizon of more than 3-4 years –

• Prefer funds with reasonable mix of AAA and AA (medium term portfolios) which have net yields 

of more than 5.5%. As highlighted, strategy can outperform the current net yield over 3-4 years, and 

also 3 year roll down / AAA strategies. 

• One can also consider 5-7 year roll down strategies, for investors with horizon of more than 4 years

We reiterate that the experience of last decade is instructive towards the interest rate cycle. After

bottoming out, interest rates tend to rise, only to moderate – the overall cycle being 3 to 4 years. Hence,

its critical to have a 4-year horizon for longer term investors.



Gold
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As real yields fell, Gold has rebounded…

50

15

Gold has tracked Real Yields quite closely, in addition to price momentum. Price momentum as well as

peak of Real Yields are perhaps behind, therefore, maintain a mild underweight bias.
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Thank you
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IMPORTANT INFORMATION, DISCLOSURES & CONDITIONS

Disclaimer: “Mutual Fund investments are subject to market risks, read all scheme related documents carefully”. The products, services and benefits referred to herein are subject to the terms and

conditions governing them as specified by ICICI Bank / third party from time to time. Nothing contained herein shall constitute or be deemed to constitute an advice, invitation or solicitation to

sell/purchase any products/services of ICICI Bank / third party and is not intended to create any rights and obligations. ICICI Bank is acting merely as a distributor of third parties for mutual funds. Any

investment in such third party products shall constitute a contract between the investor and the third party. Participation by ICICI Bank's customers is on a purely voluntary basis and there is no direct or

indirect linkage between the provision of the banking services offered by ICICI Bank to its customers and their investment in third party products. ICICI Bank shall not be liable or responsible for any loss

resulting from third party’s products.

ICICI Bank distributes Mutual Fund schemes of its affiliates and group companies.

Please visit http://www.icicibank.com/Personal-Banking/investments/mutual-funds/disclosure.html for important information on Mutual Fund investments.

This report and the information contained herein are strictly confidential and are meant solely for the selected recipient to whom it has been specifically made available by ICICI Bank Limited (“ICICI

Bank”). If you are not the intended recipient of this report, please immediately destroy this report or hand it over to the nearest ICICI Bank office. This report is being communicated to you on a

confidential basis and does not carry any right of publication or disclosure to any third party. By accepting delivery of this report you undertake not to reproduce or distribute this report in whole or in

part, or to disclose any of its contents (except to your professional advisers) without the prior written consent of ICICI Bank. The recipient (and your professional advisers) will keep information

contained herein that is not already in the public domain permanently confidential.

This report provides general information on global financial markets and trends and is intended for general circulation only. This document does not have regard to the specific investment objectives,

financial situation and the particular needs of any specific person. Investors should seek advice from a financial adviser regarding the suitability of an investment, taking into account the specific

investment objectives, financial situation or particular needs of each person before making a commitment to an investment. This report is not an offer, invitation or solicitation of any kind to buy or sell

any security and is not intended to create any rights or obligations in any jurisdiction. The information contained in this report is not intended to nor should it be construed to represent that ICICI Bank

provides any products or services in any jurisdiction where it is not licensed or registered or authorised to do so.

Nothing in this report is intended to constitute legal, tax, securities or investment advice, or opinion regarding the appropriateness of any investment, or a solicitation for any product or service. The use

of any information set out in this report is entirely at the recipient’s own risk. No reliance may be placed for any purpose whatsoever on the information contained in this report or on its completeness.

The information/ views set out herein may be subject to updating, completion, revision, verification and amendment and such information may change materially and we may not (and are not obliged

to) notify you of any such change(s). ICICI Bank is not acting as your advisor or in a fiduciary capacity in respect of the products and services referred to in this report, and accepts no liability nor

responsibility whatsoever with respect to the use of this report or its contents.

The information set out in this report has been prepared by ICICI Bank based upon projections which have been determined in good faith and sources considered reliable by ICICI Bank. There can be no

assurance that such projections will prove to be accurate. Except for the historical information contained herein, statements in this report, which contain words or phrases such as 'will', 'would', etc., and

similar expressions or variations of such expressions may constitute 'forward-looking statements'. These forward-looking statements involve a number of risks, uncertainties and other factors that could

cause actual results to differ materially from those suggested by the forward-looking statements. The forward looking statements contained in this report as regards financial markets and economies is

not to be construed as a comment on or a prediction of the performance of any specific financial product. ICICI Bank does not accept any responsibility for any errors whether caused by negligence or

otherwise or for any loss or damage incurred by anyone in reliance on anything set out in this report. The information in this report reflects prevailing conditions and our views as of this date, all of

which are subject to change. In preparing this report we have relied upon and assumed, without independent verification, the accuracy and completeness of all information available from public sources

or which was provided to us or which was otherwise reviewed by us. Past performance cannot be a guide to future performance.

Please note that ICICI Bank, its affiliated companies and the individuals involved in the preparation of this report may have an interest in the investment opportunities mentioned in this report which may

give rise to potential conflict of interest situations. Employees of ICICI Bank may communicate views and opinions to our clients that are contrary to the views expressed in this report. Internal groups of

ICICI Bank may make investment decisions contrary to the views expressed herein.

If you intend to invest in investment opportunities, if any, mentioned here or act on any information contained herein, we strongly advise you verify all information through independent authorities and

consult your financial, legal, tax and other advisors before investment.
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DISCLOSURE FOR BAHRAIN RESIDENTS

DISCLOSURE FOR DUBAI INTERNATIONAL FINANCIAL CENTRE (“DIFC”) CLIENTS: 

DISCLOSURE FOR OMAN RESIDENTS:

DISCLOSURE FOR QATAR FINANCIAL CENTRE (“QFC’) CLIENTS:

ICICI Bank Limited's Bahrain Branch is licensed and regulated as an overseas conventional retail bank by the Central Bank of Bahrain (“CBB”), located at Manama Centre, Manama, P.O. Box-1494,

Bahrain.

We are guided by the extant guidelines issued by CBB from time to time. The document is for the benefit of intended recipients only and is not being issued/passed on to, or being made available to the

public generally. No public offer of investment product is being made in the Kingdom of Bahrain.

This offer is on a private placement basis and is not subject to or approved in terms of the regulations of the CBB that apply to public offerings of securities, and the extensive disclosure requirements

and other protections that these regulations contain. This product offering is therefore intended only for Accredited Investors as per CBB rule book.

The investment products offered pursuant to this document may only be offered in minimum subscription of US$100,000 (or equivalent in other currencies) to customers with financial assets more than

USD 1 million only. The CBB assumes no responsibility for the accuracy and completeness of the statements and information contained in this document and expressly disclaims any liability whatsoever

for any loss arising from reliance upon the whole or any part of the contents of this document. The Board of Directors and the Management of the issuer accepts responsibility for the information

contained in this document. To the best of the knowledge and belief of the Board of Directors and the Management, who have taken all reasonable care to ensure that such is the case, the information

contained in this document is in accordance with the facts and does not omit anything likely to effect the reliability of such information.

In case of any doubt regarding the suitability of the products and any inherent risks involved for specific individual circumstances, please contact your own financial adviser. Investments in these

products are not considered deposits and are therefore not covered by the Kingdom of Bahrain’s deposit protection scheme

“This marketing material is distributed by ICICI Bank Ltd., Dubai International Financial Centre (DIFC) Branch and is intended only for ‘professional clients’ not retail clients. The financial products or

financial services to which the marketing material relates to will only be made available to a ‘professional client’ as defined in the DFSA rule book via section COB 2.3.2. Professional clients as defined by

DFSA need to have net assets of USD 500,000/- and have sufficient experience and understanding of relevant financial markets, products or transactions and any associated risks. The DIFC branch of

ICICI Bank Ltd., is a duly licensed Category 1 Authorized Firm and regulated by the DFSA”.

Investors are requested to read the offer document carefully before investing and note that the investment would be subject to their own risk. Capital Market Authority (“CMA”) shall not be liable for the

correctness or adequacy of information provided by the marketing company. CMA shall not be responsible for any damage or loss resulting from the reliance on that data or information. CMA shall not

be liable for the appropriateness of the security to the financial position or investment requirements of any person. Investors may note that CMA does not undertake any financial liability for the risks

related to the investment.

ICICI Securities Limited, Oman Branch (“I-Sec”) has been granted license in the category “Marketing Non Omani Securities” activity by CMA in the Sultanate of Oman. I-Sec shall be marketing products

and services that are offered through ICICI Group, including third party products. I-Sec / ICICI Bank are not licensed to carry on banking, investment management or brokerage business in the Sultanate

of Oman. The services and products of I-Sec / ICICI Bank and their marketing have not been endorsed by the Central Bank of Oman or the CMA, neither of which accepts any responsibility thereof. I-Sec

/ ICICI Bank is offering such products and services exclusively to carefully selected persons who satisfy strict criteria relating to solvency & creditworthiness, having previous experience in securities

market and who comply with applicable laws and consequently such offering shall not be deemed to be a public offer or marketing under applicable law. Persons receiving this documentation are

instructed to discuss the same with their professional legal and financial advisers before they make any financial commitments and shall be deemed to have made a reasoned assessment of the

potential risks and rewards of making such a commitment. I-Sec / ICICI Bank accepts no responsibility in respect of any financial losses in respect of investments in bonds, notes, funds, listed and

unlisted stocks, other financial securities or real estate or arising from any restriction on disposing of any of the foregoing at any time.

“This Financial Communication is issued by ICICI Bank Limited, QFC Branch, P.O. Box 24708, 403, QFC Tower, West Bay, Doha, Qatar and is directed at Clients other than Retail Customers. The specified

products to which this financial communication relates to, will only be made available to customers who satisfy the criteria to be a “Business Customer” under QFC Regulatory Authority (“QFCRA”)

regulations, other than the retail customers. An individual needs to have a liquid net worth of USD 1 Million (or its equivalent in another currency), and a company/corporate needs to have a liquid net

worth of USD 5 Million (or its equivalent in another currency) to qualify as a “Business Customer”. The QFC Branch of ICICI Bank Limited is authorized by the QFCRA.”
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For the avoidance of doubt, whilst we provide support advisory services to our Clients who are resident in Qatar, as we do not carry out business in Qatar as a bank, investment company or otherwise 

we do not have a licence to operate as a banking or financial institution or otherwise in the State of Qatar.

This document is for personal use only and shall in no way be construed as a general offer for the sale of Products to the public in the UAE, or as an attempt to conduct business, as a financial 

institution or otherwise, in the UAE. Investors should note that any products mentioned in this document, any offering material related thereto and any interests therein have not been approved or 

licensed by the UAE Central Bank or by any other relevant licensing authority in the UAE, and they do not constitute a public offer of products in the UAE in accordance with the Commercial 

Companies Law, Federal Law No. 8 of 1984 (as amended) or otherwise. 

ICICI Bank UK PLC (Company No: 04663024) is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and Prudential Regulation Authority. Its registered 

office is One Thomas More Square. London E1W 1YN. It is subject to the laws of England and Wales.

ICICI Bank UK PLC, (“ICICI Bank”) provides products and services on an 'execution-only' basis, which is solely limited to transmission or execution of investment instructions and does not provide 

investment advisory services or act in a fiduciary capacity in this or any other transaction.

ICICI Bank is incorporated in India, registered office “Landmark” Race Course Circle, Vadodara 390 007, India and operates in South Africa as a Representative Office of a foreign bank in terms of the 

Banks Act 94 of 1990. The ICICI Bank South Africa Representative Office is located at the 3rd Floor, West Building, Sandown Mews, 88 Stella Street, Sandton, 2196. Tel: +27 (0) 11 676 7800 Fax: +27 

(0) 11 783 9748. All Private Banking offerings, including ICICI Bank Limited Private Banking products and services are offered under the “ICICI Bank Private Banking” brand. ICICI Bank is registered as 

an external company in South Africa with the registration number 2005/015773/10. ICICI Bank is an Authorised Financial Services Provider (FSP 23193) in terms of the Financial Advisory and 

Intermediary Services Act 37 of 2002. This report is not an offer, invitation, advice or solicitation of any kind to buy or sell any product and is not intended to create any rights or obligation in South 

Africa. The information contained in this report is not intended to nor should it be construed to represent that ICICI Bank provides any products or services in South Africa that it is not licensed, 

registered or authorised to do so. Contact the South African Representative Office or one of its relationship managers for clarification of products and services offered in South Africa.

We ICICI Bank Limited, Singapore Branch ("Bank") located at 9, Raffles Place #50-01 Republic Plaza, Singapore 048619, are a licensed Bank by the Monetary Authority of Singapore. Our representative, 

who services your account, and who acts on the Bank's behalf, is authorized to deal in securities and securities financing activities. Nothing in this report constitutes any advice or recommendation for 

any products or services. Nothing in this report shall constitute an offer or invitation for, or solicitation for the offer of, purchase or subscription of any products, services referred to you. This research 

report is being made available to you without any regard to your specific financial situation, needs or investment objectives. The views mentioned in this report may not be suitable for all investors. 

The suitability of any particular products/services will depend on a person's individual circumstances and objectives. It is strongly recommended that you should seek advice from a financial adviser 

regarding the suitability of any market trends/opportunities, taking into account your specific investment objectives, financial situation or particulars needs, before making a commitment to purchase 

such products/services.

There is no direct or indirect linkage between the provision of the banking services offered by ICICI Bank to its customers and their usage of the information contained herein for investing in product / 

service of ICICI Bank or third party. Any investment in any fund/securities etc described in this document will be accepted solely on the basis of the fund's/ securities’ Offering Memorandum and the 

relevant issuing entity’s constitutional documents. Accordingly, this document will not form the basis of, and should not be relied upon in connection with, any subsequent investment in the fund/ 

security. To the extent that any statements are made in this document in relation to the fund/ security, they are qualified in their entirety by the terms of the Offering Memorandum and other related 

constitutive documents pertaining to the fund/ security, which must be reviewed prior to making any decision to invest in the fund/ security

In addition to the Information, disclosures & conditions above, this report is sent to you because we feel that the information contained herein may be of interest to you and may further assist you in 

understanding our products and the markets we operate in.

DISCLOURE FOR QATARI RESIDENTS

DISCLOSURE FOR RESIDENTS IN THE UNITED ARAB EMIRATES (“UAE”):

DISCLOSURE FOR UNITED KINGDOM CLIENTS: 

DISCLOSURE FOR SOUTH AFRICAN CLIENTS:

DISCLOSURE FOR RESIDENTS IN SINGAPORE:

DISCLOSURE FOR RESIDENTS IN INDIA

THIRD PARTIES MARKETING ICICI BANK’S PRODUCTS:


