€ SBL Lif nvest

With Us, You"re Sure

Monthly Investment Update:
Volume 11, Issue 12

March, 2019

UNIT LINKED PRODUCTS FROM SBI LIFE INSURANCE CO. LTD.

INVESTMENT OBJECTIVES AND VISION

(A) Investment Objectives:

The investment objectives of the Company are to maximize the risk adjusted returns and ensure
reasonable liquidity at all times. Management of the investment portfolio is a crucial function as
investment risk and returns, inter alia, determine the ability of the Company to competitively price its
products, ensure solvency at all times and earn the expected profitability. The investment policy
outlined in this document seeks to set the direction and philosophy for the Company’s investment
operations. The Policy outlined below conforms to the IRDAI Investment Regulations and the
Insurance Act. The Policy covers investment parameters, exposure norms and other relevant factors
that will assist in taking prudent investment decisions. The Policy framework also takes into account
asset liability management, market risks, portfolio duration, liquidity considerations, and credit risk.
To summarize the investment policy aims to achieve the following Investment Objectives:

a) To acquire and maintain quality assets that will meet the liabilities accepted by the Company;

b) To be able to meet the reasonable expectations of the policyholders taking into account the
safety of their funds with optimum Return;

c) To adhere to all Regulatory provisions;
d) To conduct all the related activities in a cost effective and efficient manner; and

e) To achieve performance in line with benchmarks identified for the different investment
portfolios.

The Company has also defined the Investment Objectives for each Fund separately, on the basis of
aforesaid broader Investment objectives.

(B) Investment Vision:

“To invest the funds on the prudent principles of Safety, Liquidity & Returns, with an overall vision of
meeting reasonable expectations of policy holders”.

Source: SBI Life Investment Policy
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Economic Indicators

31-Mar-19  28-Feb-19  Change(%)  31-Mar-18  Change (%)
3/ 69.16 075 (P 2.25% 6518 |* -6.11%
Forex Res.(Bn- 1 Wk Lag) S aweeT|s  wn (P o1em |8 1053|% -3.75%
Qil Price ($/Barrel) : 6.39 | $ G577 P 9% |$ 69.53 (* -L64%
Gold (/20 gm| 31,854 13,43 P -2.89% 0,630 |* 4.00%
Fllinflows (Net) - Crs ()
Equity {monthly) 33189 1538 |[* 11653% Bus | 153.08%
Debt (monthly) 14408 a3 P usisy 200 | -597.80%
Indices
Particulars 31-Mar-19  28-Feb-19  Change(%)  31-Mar-18  Change (%)
BSE Sensex 38,6791 1586740 (P 7.82% 32,968.68 (P 17.30%
S&P CNX Nifty 11,623.90 1079250 |® 7.70% 1011370 |® 14.93%
Dow Jones Industrial Avg 25,928.68 2591600 | 0.05% w757
FTSE 100 7279.20 70170 P 2.89% 70561 |® 3.15%
Hang Seng Index 29,051.36 16318 P 148% 0,093.38 | -3.46%
Nikkei 225 21,205.81 2138516 |* -0.84% 2145430 |® -1.16%
BSE Realty Index 2,077.09 179597 |® 15.65% 22992 |® -6.85%
BSE Bankex 34,1419 00741 (P 13.70% 27,1978 [P 25.53%
B S E Power Index 2,034.41 182866 |® 11.25% 212583 |® -4.30%
BSE Oil & Gas Index 15,269.70 1380215 (P 10.63% 161442 (P 2.48%
BSE Capital Goods Index 18,471.99 1708768 |®  8.10% 1847673 |® -0.03%
BSE Metal Index 11,355.12 10,76655 (P 5.47% 133203 (® -14.76%
BS E Healthcare Index 14,407.89 1376065 |® 4.70% 13,5762 |® 9.50%
BS E FMCG Index 11,7151 11,5374 (P 3.42% 10,2904 [* 14.10%
BSE Information Technology Index 15,280.30 1525386 |®  0.07% 1210055 |[® 26.28%
BSE Auto Index 18,824.89 1880566 (®  0.10% 21,0575 (P -21.75%
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Primary Key Rates

Particulars 31-Mar-19  28-Feb-19  Change(%)  31-Mar-18  Change (%)
Repo Rate* 6.25% 65% | 0.00% 600% | 0.5%
Reverse Repo Rate™* 6.00% 600%  |[F 0.00% 575%  |[F 0.2s%
CRR# 4,00% a00% P 0.00% 200% P 0.00%
SLR*# 19.25% 195% |[F o00% 1950%  |® -0.5%
Call money rate 6.35% 60% P 0.15% s90% | 04s%
Current Inflation Rate (WPI) 2.9%% 276% | 0am 208%  |® 045%
Current Inflation Rate (CPI) (Feb 19 2.57% 205% P o0s2% aa% | -Lemk
1IP (WPI) % y-0-y [Jan 19) 1.70% 0% P -070% 750% | -580%
AAA spread (bps) 6100 g0 ([P -299% 5000 ([P 22.00%

2015-16 2016-17 2017-18

Real GDP % (New Growth No. by C50) 7.60% 7.10% 6.70% 1.10% 6.60%
Interest Rates (FIMMDA)
31-Mar-19  28-Feb-19  Change(%)  31-Mar-18  Change (%)

91 days T- Bill 6.12% 6d1% P -0.29% 1% | 001%
364 days T - Bill 6.43% 6as% (P -0.05% 6a2% P 0.01%
5 Years G- Sec (Annualized) 6.85% 700%  |® -015% 73% > 047
10 Years G- Sec |Annualized) 7.35% 759% P -0.24% 740%  |[P -0.05%
30 Years G- Sec |Annualized) 7.60% 176% P -016% 165% | -0.00%
v No change

™ Negative change

by Positive change

* w.e.f Feb 07, 2019

** w.e.f Feb 07, 2019

# w.e.f Feb 09, 2013

*# w.e.fJan 01, 2019

CPlI - Consumer Price Index
WPI — Wholesale Price Index
IIP  —Index of Industrial Production

Data Sources

NSE

BSE

RBI

FIMMDA

Bloomberg & Reuters
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DEBT MARKET REVIEW AND OUTLOOK

Market Review

The month that marched ahead!

The month of March 2019 saw a mild easing of yields in the long end but short end of the yield curve saw a big
drop in yields. This was also true for corporate bonds yields. This was owing to rate cut expectations of 50 bps

by the RBI in April 2019. Global yields also fell while crude oil surged ahead.

The movement in yield and other key indicators are as under:

10 Yr G-sec 7.40% 7.59% 7.35% -0.24% -0.05%
30 Yr G-sec 7.65% 7.76% 7.60% -0.16% -0.05%
3 Yr AAA Bond 7.55% 8.25% 7.85% -0.40% 0.30%
5 Yr AAA Bond 7.88% 8.20% 7.95% -0.25% 0.07%
10 Yr AAA Bond 8.00% 8.50% 8.25% -0.25% 0.25%
364 Days T-bill 6.42% 6.48% 6.40% -0.08% -0.02%
91 Days T-hill 6.11% 6.41% 6.20% -0.21% 0.09%
1Yr Certificate of Deposit 7.35% 7.30% 7.00% -0.30% -0.35%
Credit spreads bps 50 87 61 -26 11

Crude S/barrel 69.53 65.77 68.39 $2.62 $-1.14
USD / INR 65.18 70.75 69.16 3-1.59 3 3.98

Macro Indicators:

Consumer prices in India rose 2.57% year-on-year in February 2019, following a downwardly revised 1.97% rise
in January 2019 and above market expectations of 2.43%. It is the highest inflation rate in four months as food
prices fell less. In its February 2019 meeting, the Reserve Bank of India lowered its inflation forecasts to 2.8%

for January-March 2019.

Industrial production in India increased 1.7% year-on-year in January of 2019, following an upwardly revised
2.6% rise in the previous month and below market expectations of 2%. Production slowed for manufacturing
(1.3% from 2.9% in December 2018) and electricity, gas, steam & air conditioning supply (0.8% from 4.4%).

Meanwhile, output rebounded for mining & quarrying (3.9% from -1%).

The Nikkei India Manufacturing PMI (Purchasing Managers Index) dropped to a six-month low of 52.6 in March
2019 from 54.3 in the preceding month and missing market expectations of 53.9. Both output and new orders
expanded the least in six months and new export order growth eased. The Nikkei India Services PMI dropped

to 52.0 in March 2019 from 52.5 in the previous month and below market consensus of 52.5. The latest
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reading pointed to the weakest expansion in the services sector since September last year, as output growth

eased to a six-month low mainly driven by a slowdown in new business.

India trade gap narrowed to US $ 9.6 billion in February 2019 from US $ 12.3 billion a year earlier and below
market expectations of US $ 14.3 billion. It is the lowest trade deficit since September 2017. Exports increased
2.4% year-on-year to US $ 26.7 billion, mainly due to engineering goods (1.7%) and drugs and pharmaceuticals
(16.1%). In contrast, imports declined 5.4% to US $ 36.3 billion, mainly due to oil (-8.1%), electronic goods (-
6.5%) and gold (-10.8%).

Around the World:

This was a month which saw one of the biggest drop in sovereign bond yields. The FOMC (Federal Open
Market Committee) meeting happened in late March 2019 and the Federal Reserve was extremely dovish
stating that that there would be "no hikes" in 2019. The markets stated priding rate cuts of at least 25 bps in
2019 and 10 year yields fell by more than 30 bps. The US yield curve inverted raising fears of an impending
recession. The German Bond vyields fell below zero as well. Central Banks in Australia and New Zealand have

indicated that their next moves will be rate cuts as well.

Debt Outlook:

The Monetary Policy Committee met in early April 2019 and announced its final decision as MPC (Monetary
Policy Committee) decided on the basis of a 4-2 majority to cut Repo rate by 25 bps. It kept the
monetary policy stance at "neutral". MPC also cut its growth and inflation forecasts for 2019. However,
markets had completely factored this and hence were not very positive about the outlook for interest rates.
Bond vyields rose immediately fearing a spillover from global crude oil prices. We believe yields will harden
further owing to lack of any clarity of further rate cuts from RBI presently. The G-sec borrowing calendar for H1
of FY 2020 was announced in March 2019 and it looks massive in terms of net supply especially on April 2019
and May 2019. Risks from higher crude oil and a reversal in food prices will add to bond yields pressure as well.
Slower global growth could help yields ease and this could also happen from a good monsoon, but the initial

estimate by SKYMET says that the rainfall would be just at 93% of long period average.
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Equity market outlook for the month of April, 2019

Equity Indices did well in the month of April 2019 following news on cooling off of tensions on war between
India & Pakistan, NDA coming back to power, settlement between US and China on trade war and on rate hike

in US getting disseminated.

Nifty surged 7.70% for the month giving 50% of the FY 19 return in one month. NSE Mid Cap 50 stocks earned
10.17% and BSE Small Cap indices gained 9.77% indicating a broad based rally. Within the sectors banking
surged the most 13.7% versus automobile which was almost flat. Slowing auto sales and farm distress is

evident on movement of automobile index and FMCG index (3.4%).

CPl index was at 2.57% in January 2019 versus 1.97% in December 2018. Trade deficit numbers for January

2019 at US S 9 billion was better compared to 14.7 in December 2018.

FPI’s (Foreign Portfolio Investment) pumped US $ 4.8 billion in March 2019 & against this DIl’s (Direct

Institutional Investors) sold US S 2 billion worth of stocks.

Markets will look forward for US and China trade war issues to get resolved in the next few weeks. Slowing
down of European economies and inverted yield curve in US does indicate global weakness. It may be too early
to take a call on US recession. However, a hike in interest rate four times in one year followed by long pause

(accompanied by pressure to cut from Government) does not augur well with the markets.

Domestically things are not good on the economic front. Farm incomes are slowing CPl is drifting down. Lower

automobile sales is indicating lack of buying interest clearly. Talks of weak monsoon is going rounds.

We think if NDA comes back to power there would be a feel good rally. An uphill task would be in front of the
government in terms of public fiscal. On the other hand if the NDA is not able to form the government then all

the gains in the month of march 2019 will be given away. We remain very cautious on the markets.
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RISK MANAGEMENT PRACTICE FOR UNIT LINKED PORTFOLIOS

Company’s investment exposure to any sector is as per limits prescribed by IRDAI under Investment
Regulations and the same is monitored on a daily basis. In addition, the company also follows stringent asset
allocation metrics as per policy features communicated to the policy holder and the same is adhered to while
making investment decisions. In case of guaranteed products, investments are made in suitable asset classes
taking into account market and credit risk, and liquidity of the investment to ensure fulfillment of guarantee
promised. There is an efficient stop loss policy in place, which is triggered every time the stock price breaches a
specific threshold level. This warrants review of investment decision and establishes the rationale for
continuance or discontinuance of the specific investment thus preventing sharp fall in value of our holdings
and prolonged underperformance of the portfolio. Significant importance is given to asset liability

management and accordingly, portfolios are reviewed on a monthly basis to ensure adherence.
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isclaimer:

investment decision

o

1) This newsletter only gives an overview of economy and should not be construed as financial advice
2) SBI Life Insurance Co. Ltd however makes no warranties, representations, promises or statements that
information contained herein are correct and accurate. Please consult your Advisor/Consultant before making the

N

/

/

BEWARE OF SPURIOUS / FRAUD PHONE CALLS \

IRDAI clarifies to public that:

o

IRDAI is not involved in activities like selling insurance policies, announcing bonus or investment of premiums.
Public receiving such phone calls are requested to lodge a police complaint.

J

Trade logo displayed above belongs to State Bank of India and is used by SBI Life under license.

/

Visit us at www.sbilife.co.in or Call Toll Free No. 1800 22 9090 (9.00 a.m. to 9.00 p.m.)

Registered Office and Corporate Office: "Natraj", M.V Road & Western Express Highway Junction, Andheri (E),

For more details on Risk Factors, Terms & Conditions, please read the sales brochure carefully before concluding a salej

To know more about us \
SBI Life Insurance Co. Ltd.
Mumbai-400069

Email: info@sbilife.co.in
IRDAI Regn. No. 111
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