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INVESTMENT OBJECTIVES AND VISION 
(A) Investment Objecঞves: 

The investment objecঞves of the Company are to maximize the risk adjusted returns and ensure reasonable liquidity at all 
ঞmes. Management of the investment por�olio is a crucial funcঞon as investment risk and returns, inter alia, determine the 
ability of the Company to compeঞঞvely price its products, ensure solvency at all ঞmes and earn the expected profitability. 
The investment policy outlined in this document seeks to set the direcঞon and philosophy for the Company’s investment 
operaঞons. The Policy outlined below conforms to the IRDAI Investment Regulaঞons 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, por�olio duraঞon, liquidity 
consideraঞons, and credit risk. To summarize the investment policy aims to achieve the following Investment Objecঞves: 

a. To acquire and maintain quality assets that will meet the liabiliঞes accepted by the Company; 

b. To be able to meet the reasonable expectaঞons of the policyholders taking into account the safety of their 
funds with opঞmum Return; 

c. To adhere to all Regulatory provisions; 

d. To conduct all the related acঞviঞes in a cost effecঞve and efficient manner; and 

e. To achieve performance in line with benchmarks idenঞfied for the different investment por�olios. 

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

(B) Investment Vision: 

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

Source: SBI Life Investment Policy 
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Major Economic Indicators 
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DEBT MARKET REVIEW AND OUTLOOK 
 
Market Review 

 

January 2026 – what the new year hold? Trump, Trade, Treasuries. 

 

Benchmark 10-year treasury yields was higher by 14 bps as it moved from 6.56% to 6.70%. US 10-year yield moved 11 bps 
higher in January 2026 ending at 4.24%. 

 

Global: 

Economic data is the US has been declining at some point while also suddenly regaining some tracঞon. That is the kind of 
year 2025 has been, with rate cuts by Fed helping a recovery and all the tariff related uncertainty applying some brakes and 
insঞgaঞng domesঞc US inflaঞon. We must wait and see if the 2 rate cuts precited by traders in 2026 will transpire. We 
believe there is not much room for easing le[ in the US too as inflaঞon will conঞnue to pick up and high frequency US data 
shows some robust economic acঞvity.  The higher fiscal deficits and debt-GDP levels in DM economies has been pushing 
10Y and 30 Y yields higher, with no respite, as the chart below shows the rise in yields on the 30 Y over the last 3 months 

 

 
 

Markets will conঞnue to face rampant volaঞlity even a[er the end of the Union Budget on Feb 1st, markets could hardly 
catch any respite. The US – India trade deal was announced out of the blue and this puts many fears to rest but also incites 
uncertainty of other fronts. India now stands to benefit from a lower tariff of 18%. There is also a compeঞঞve advantage 
against other EM economies now. 
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RBI has done 125 bps of rate cuts with 25 bps done in December. This could very well be the last cut in this cycle, unless 
growth falters in 2026.  The RBI stance has been maintained as neutral, but what we need to keep tracking is the inflaঞon-
growth dynamics as they both followed different trajectories. February could be a ঞme when MPC decides to keep rates 
steady and observe more incoming data. 
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India’s PMI did fall a few months in a row, but we have suddenly had a blip as you can see in the chart above, with both 
services and manufacturing PMIs showing an early recovery of sorts. As against this data point, we have had some 
sluggishness elsewhere like GST collecঞons. The monthly numbers are down in absolute terms and the annual growth 
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India has been geমng a lot of help from lower CPI as the chart shows, partly thanks to lower food prices and some 
favourable base effects. Both these factors could turn against the future CPI trajectory; this is the reason RBI also could 
take a long pause on its rate seমng. 
 

 
 

The fiscal deficit consolidaঞon will start slowing down, as the focus will shi[ to debt-gdp targeঞng 
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Our View on rates 

 

We think 10 Year has hit a low of 6.11 in this cycle and yields will remain in 6.60%-6.90% range over the next few 
months based on growth and macro data. The budget for FY 2027 also shows a very big jump in gross market 
borrowing, adding to the pressure on yields. Yield curve has already steepened and further chances of steepening 
amidst low demand for long end G-sec and poor fiscal progress. The pressure on INR has been immense with USDINR 
being the worst currency pairs in Asia in 2025, weakening by 4.7%, 2025 being a year of Dollar weakness and EM FX 
doing well. The por�olio ou�lows have been heavy leading to pressure on IGB yields as well. Some respite is due for 
INR as FPI flows could pick a[er the US-India trade deal. 

 

Our strategy given the above will be to add spread assets that offer be�er yield and carry in Non ULIP funds, while 
maintaining duraঞon. We intend to keep cash levels at around 3-5%. In ULIP we aim to keep modified duraঞon at 
around 5.3 in larger funds in debt against a benchmark duraঞon of 5.2 expecঞng interest rates to slowly rise in FY 
2027. The chart below shows the extent of rise in gross market borrowing 
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Budget on Personal Income Tax / Key deficit Numbers and Income Exp expectaƟons. 
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Equity Outlook 
 
Equity Market Outlook for the Month of February 2026 
 
Ni[y and Sensex ended at 25,321 and 85,221 respecঞvely, down 3.1% and 3.46% respecঞvely for the month of January 
2026. Global uncertainঞes took centre stage during January, resulঞng in a month that saw historic volaঞlity in major assets 
including Japanese Govt. Bonds and Gold. This volaঞlity spilled over into Indian markets, pushing the rupee beyond 92 Rs 
per USD, and leaving Indian equity markets reeling. FPI selloffs intensified in January, with USD 3.97 Bn of ou�lows during 
the month. The volaঞlity of January was followed up with a pleasant start to February with the announcement of the US-
India trade deal, on the heels of the Union Budget for FY27. 
 
Broader markets in India posted losses in January, with the NSE Mid-cap 100 index down 3.4% and NSE Small-cap 100 index 
down 4.7%. Indian equiঞes underperformed US equiঞes as well as global EM equiঞes, with the US S&P 500 up 1.3%, South 
Korea up 24% and Taiwan up 10.7% in January. In India, Metals was the best performing sector, gaining 5.5% in December, 
reflecঞng a global rally in base and precious metal prices. The Realty index fell by 10.3% and was the worst performer amid 
weak pre-sales numbers and outlook. 
 
Fig 1. Metals outperformed and Realty underperformed in January 
 

  1M 3M 6M 9M 12M 
  Returns Rank Returns Rank Returns Rank Returns Rank Returns Rank 
Midcap -3.4% - -2.3% - 1.8% - 8.0% - 8.8% - 
Smallcap -4.7% - -8.2% - -6.1% - 2.6% - -0.2% - 
Auto -5.2% 9 -0.9% 6 12.1% 3 18.7% 2 15.1% 5 
Banking 0.5% 3 3.3% 4 8.0% 4 7.1% 4 19.2% 2 
Cap. Goods -0.7% 5 -5.3% 8 -2.3% 8 6.2% 6 3.3% 7 
FMCG -7.9% 11 -9.3% 11 -8.9% 11 -8.4% 11 -8.8% 10 
Healthcare -5.6% 10 -7.1% 9 -8.9% 10 -2.0% 9 -1.1% 8 
IT -0.3% 4 4.6% 2 5.2% 5 4.5% 8 -12.7% 11 
Metal 5.5% 1 10.6% 1 25.8% 1 33.7% 1 36.0% 1 
Oil & Gas -2.1% 8 -1.8% 7 4.9% 6 6.1% 7 10.6% 6 
Power -1.7% 6 -7.7% 10 -4.6% 9 -3.8% 10 -2.5% 9 
Realty -10.3% 12 -17.1% 12 -13.7% 12 -10.8% 12 -14.4% 12 
Financials -1.8% 7 -0.2% 5 3.0% 7 6.8% 5 17.0% 3 
PSU 4.5% 2 4.4% 3 12.7% 2 15.1% 3 16.8% 4 

 
FIIs sold USD 3.97 Bn of Indian equiঞes during January, with secondary market selling of USD 4.28 Bn offset by USD 304 
Mn of primary market buying. DIIs conঞnued their run of inflows with USD 7.6 Bn of equity purchases in January. Net FII 
flows into India’s equity markets (both primary and secondary) this fiscal year stand at -9.4 billion USD. 
 
Fig 2. FPI ou�lows from India intensified in January, contrasঞng with other EMs 
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Fig 3. FII Net flows into Indian equiঞes at their lowest in CY25 
 

 
 
 
 
Fig 4. FIIs are more underweight on Indian Equiঞes than ever before (Morgan Stanley) 
 
 

 
 

 
India’s CPI inflaƟon increased to 1.3% in December 2025, from 0.71% in November 2025 while WPI inflaƟon was 
0.8% for December, compared to -0.3% in November. Food inflaƟon returned to posiƟve territory, rising to 1.33% 
in December. Gross GST collecƟons for January 2026 rose 6.2% YoY, reflecƟng improved collecƟons despite the 
GST cut in September. 
 
The RBI delivered a rate cut in their December meeঞng and followed up with several liquidity enhancing measures later in 
the month to address ঞght liquidity in the banking system. In their February meeঞng, they are expected to hold rates at 
current levels.  
 
Commodity markets were in focus this month. Brent Crude ended January at USD 70.69/bbl, shooঞng up 16% from 
December end. This was mainly due to the possibility of US intervenঞon in Iran’s civil unrest, and the subsequent buildup of 
US naval forces near Iran and the winter storm Fern, which disrupted US supplies of crude oil. Metals stole the show with 
silver up 11.7%, gold up 12%, Copper up 8.6% and Aluminium up 7.7% in a historic month that saw an unending march 
upwards end in a record-seমng meltdown. On the final trading day of the month, a surge of selling post the announcement 
of Trump’s nominee for the next Fed Governor led to a crash of 26.4% in silver and 9% in gold, with sharp up and down 
swings conঞnuing since then. 
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Fig 5. DII and FII flows from Feb ’25 to Jan ‘26 
 
 

 
 

Mutual fund inflows into equity-oriented funds in December rose from January levels, standing at INR 280 billion, with CY 
2025 inflows at INR 3,498 billion. SIP inflows in December remained steady at INR 310 Billion 
 
 

Fig 6. Total Net subscripঞon to domesঞc equity-oriented mutual funds and monthly SIP flows 
 
 

 
 

In the United States, the Federal Reserve held interest rates steady at their January FOMC meeঞng, as was widely expected. 
The nominee for the next Governor of the Fed was revealed to be Kevin Warsh, widely seen as the prudent pick from the 
list of potenঞal candidates considered by Trump. A former member of the Fed Board of Governors, Warsh was previously 
known for being an inflaঞon hawk but has since changed his stance to prefer lower interest rates in the face of potenঞal 
disinflaঞonary pressures (due to technological advancements like AI), which was seen favourably by Trump. 
 
The announcement capped an extremely volaঞle month that saw tradiঞonal safe havens melt down amid a blazing metals 
rally. Fresh from the successful ”takeover” of Venezuela, an emboldened Trump took the world by surprise with renewed 
demands of control over Greenland, ciঞng strategic importance and neglect by Denmark. On receiving pushback from 
Europe, Trump threatened tariffs on major EU naঞons, which went against the trade deal concluded with the EU earlier. This 
only served to rally EU leaders, whose opposiঞon to Trump led to him backing down in his claims on Greenland. The whole 
episode ended in nought, leaving world trade and global markets as vicঞms. 
 
Japanese Government Bonds saw unprecedented volaঞlity due to the sudden announcement of a snap elecঞon in Japan 
coupled with elecঞon promises of a tax cut, which spread fears of a rapid unwinding of carry trades that borrow in yen and 
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buy foreign high yielding assets. This accompanied a sudden rise in the Yen which then seesawed on Central Bank 
intervenঞon and rumours of US Government intervenঞon to steady the Japanese currency. Volaঞlity conঞnued in global 
currencies following comments by Trump that seemed to endorse weakness in the US Dollar – further fuelling the metals 
rally. US Treasury yields rose, with the 10-year note closing at 4.23%, and the dollar index falling 1.35% ending at 96.99.   
 
In India, a frui�ul month saw the announcement of the India EU trade deal on 2nd  April followed by the Union Budget was 
on 1st February. Increase in STT in derivaঞves was received sourly by the markets. Shortly a[er, long-awaited US-India trade 
deal, which cut US tariffs on India from 50% to 18% was made known to the market.   In terms of Fiscal Deficit expected @ 
4.36% for FY 2026 revised numbers (revised down by 4 basis points) and 4.31% for FY 2027, looks achievable.  Budgeted 
numbers for revenue and expenditure are pracঞcal. 
 
With these two anঞcipated events concluded, the remaining overhangs on Indian equiঞes like corporate earnings and high 
valuaঞons in comparison with regional peers got subdued. 
 
Few reasons for FPI selling included no conclusion of US India Trade Deal, low earnings growth and returns in developed and 
developing markets doing well. 
 
First reason is behind us with the announcement of trade deal as menঞoned above.  Budget did dampen the senঞments 
iniঞally; however some sanity prevailed subsequently with investors realizing there is not much of dent on corporate 
profitability because of Budget proposals. 
 
Corporate profitability yet has to improve in terms of growth rate. This may not be seen immediately.  Therefore, the concern 
here and the concern with reference to other markets doing well would yet conঞnue.  We are hopeful though. 
 
With no change in tax structure for fixed income, we expect money to chase Equity as a asset class. For long term investors 
large cap equity-oriented funds should provide be�er results. 
 
Fig 7. Forward P/E levels across Large-Caps, Mid-Caps and Small-Caps 

 
Fig 8. Major events and Ni[y50 movements during January 2026 
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Fig 9. Fund Returns – AUM Mix and Performance (CAGR) 
 
 

  Equity % in Fund 1M  1Y 3Y 5Y 

Midcap Fund 
95% 

-2.62 % 8.70 % 22.77 % 21.15 % 

Benchmark -3.39 % 8.79 % 23.96 % 22.82 % 

Bond Fund 
0% 

-0.27 % 5.46 % 7.08 % 5.26 % 

Benchmark -0.13 % 5.95 % 7.48 % 5.78 % 

Equity Fund 
99% 

-3.68 % 4.04 % 13.32 % 13.06 % 

Benchmark -3.10 % 7.66 % 12.76 % 13.18 % 

Balance Fund 
51% 

-1.80 % 6.26 % 10.14 % 9.31 % 

Benchmark -1.62 % 6.99 % 10.27 % 9.67 % 
 

 
 
Fig 10. Major Index and Asset Class Returns 
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Fig 11. Sensex yearly Performance in January (percent) 
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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 
Regulaঞons and the same is monitored on a daily basis. In addiঞon, the company also follows 
stringent asset allocaঞon 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 fulfilment of guarantee promised. There is an efficient stop loss policy in place, 
which is triggered every ঞme the stock price breaches a specific threshold level. This warrants review 
of investment decision and establishes the raঞonale for conঞnuance or disconঞnuance of the specific 
investment thus prevenঞng sharp fall in value of our holdings and prolonged underperformance of 
the por�olio. Significant importance is given to asset liability management and accordingly, por�olios 
are reviewed on a monthly basis to ensure adherence. 
 



 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  
 
 
 


