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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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    * w.e.f May 22, 2020 

      ** w.e.f May 22, 2020 

    # w.e.f Mar 27, 2020 

    *# w.e.f Apr 09, 2020 

 

                 CPI    – 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 
 
 
 

August 2020 – The slumbering giant awakens – RBI to the rescue 

 

It was a month which saw massive hardening of yields, with 10 yr rising by more than 40 bps owing to higher 

than expected inflation and a pause from MPC (Monetary Policy Committee). But when it mattered RBI 

pitched din with its muscle and yields settled much lower. INR appreciated by 1.6% and ended the month at 

73.62/$, and this was supported by a massive downward trend in USD index. 

 

India Macro movers 

July 2020 CPI at 6.9% year on year, came ahead of consensus and higher than the upward revised June 2020 

print (6.2%). Bulk of the upside surprise was on account of jump in food inflation which printed at 9.6% (versus 

8.7% in June 2020). Moreover, core-core inflation continued to accelerate and came at a 17-month high of 

5.6% in July 2020 (versus 5.3% in June 2020). 

 

June 2020 IP contracted -16.6% year on year in May 2020 (versus -34.7% contraction in May 2020 and -57.6% 

contraction in April 2020). Economists highlight that seasonally-adjusted IP was still at about 82% of its pre-

pandemic levels, up from 67% in May 2020. In this context, next month’s print will be important to see how 

much of the growth in non-durables was driven by pent up demand. 

 

India’s monthly merchandise trade balance normalized and moved back into a modest deficit of US $ 4.8 bilion 

in July 2020 (versus a one-time monthly surplus of US $ 790 million in 18-years in June 2020). Merchandise 

exports were down -10% in July 2020 (versus 12% decline in June 2020) and imports were down 28%  in July 

2020 (versus 48% decline in June 2020). Imports ex Oil and Gold declined 29% (versus 41% decline in June 

2020), the 18th consecutive month of Year on year declines. 

 

India’s 1QFY21 (June qtr) GDP (Gross Domestic Product) contraction at -23.9% came worse than expectations 

(consensus: -18%). Core GVA (GDP minus agriculture and public administration) contracted almost 30%.  

Agriculture grew 3.4%. On the production side, public administration contracted 10.3%. However, government 

consumption on the expenditure side grew meaningfully at 16.4%, thereby creating an unprecedented 

deviation between the two series which have historically been strongly correlated. Our economists note that 

while government consumption grew strongly on the expenditure side, it does not include public investment, 

which is expected to have witnessed a large contraction in the quarter. 
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Global news 

Global equities continued the upward trajectory despite a volatile month as markets were driven by positive 

developments on economies re-opening post lockdown, better than expected US economic data, and central 

bank liquidity intact, Economists note that the Fed remains dovish with interest rates unchanged and the 

accompanying interest rate forecast “dots” indicating that rates are likely to remain pinned near zero for at 

least the next two-and-a-half years. The Federal reserve also released a new framework for next 5 years where 

it would focus on inflation and employment shortfalls rather than deviations, meaning things will get more 

dovish. 

 

Outlook 

In its last policy meeting, RBI kept policy rates on hold while maintaining its accommodative stance. MPC 

stated to use available space and cut rates, if it is convinced of a durable reduction in inflation. Anticipating 

inflation to remain above the RBI’s 6% target ceiling in the next two months, economists expect the RBI to stay 

on hold in October 2020 forecast a 25bps rate cut in December 2020. RBI permitted a one-time restructuring 

of loans wherein the restructured loans remain “standard assets,” unlike earlier, when any restructured debt 

would be considered a “non-performing asset” requiring provisioning by banks.  This 6-0 vote in favor of a 

pause really heightened fears in bond markets and along with the higher CPI pushed yields higher by 30 bps or 

more in a week’s time.   

 

After yields touch 6.25% on the older 10 year of last year, RBI announced 2 OMOs (Open Market Operations) 

but still yields did not budge. Finally, on the last day of August 2020, RBI announced 2 more OMO twists along-

with a 250 bps hike in HTM limits for banks for H2 FY 2021 purchases of G-secs. This undid half of the damage 

and yields headed lower by 15-20 bps. Much more needs to be done to assure there are no disruptions in the 

bond markets. The massive GDP contraction has already made analysts revise their GDP estimates even 

further into negative territory, and this too will help MPC frame its monetary policy stance towards a cut 

maybe in December when inflation will head below 4%. With RBI showing commitment to bring yields down, 

we expect 10 y yields to remain in the 5.75%-6% range. 
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Equity Outlook 

 
Equity Outlook for the Month of September 2020 

 
Indices have moved further during the month on the back of big buying by FPI’s. This rally was helped by 

positive sentiment across the globe on the back of Fed policy which said there will be stability in rates through 

CY 2020 and 2021 and that the Central Bank will tolerate spike in inflation till 2%. Current inflation in the US is 

around 1%. Rally was despite no interest rate cut by the local Central Bank. 

 

Nifty and Sensex gained 2.7% and 2.8% for the month to end at 11,388 and 38,628. Rally was fuelled by buying 

into Metal (sector index up 12.9%) and Banking sectors (sector index up 9.6%).  

 

Rally was broad based. Mid Cap index and Small Cap index moved 7.8% and 11.8%. For the first time in the last 

few months we witnessed gold prices reacting. They were down 4.4%. All the Mainline indices are now on a 12 

months basis in positive zone. We yet underperform the emerging market indices which are up for last 12 

months by 11.9%. 

 

Key event of the month was Central Bank (RBI) in India keeping interest rates stable with accommodative 

stance. It was only proved practical later when the CPI released for July 2020 came at 6.93% significantly 

higher than the street expectations. GDP fall came at 23.9% in between the range of 15% and 35% which many 

economists forecast.  

 

Liquidity was good.  Domestic institutions sold shares worth US $ 1.5 billion while FPI’s (Foreign Portfolio 

Investors) bought stock worth US $ 6.4 billion.  

 

Nifty valuations on a 12 months trailing basis is at 28 times. Margin switches by intermediaries and the 

spanners put by regulators against them has made volumes fall sharply. Slowly but steadily all agencies have 

revised their growth projections down to near about -10% for the FY 2021. 

 

Record FDI (Foreign Direct Investment) inflows of US $ 42 billion in the first 5 months of this year was led by 

Reliance Jio. The corporate had raised a lion’s share of more than 2/3rds in the piece. It had helped rupee gain 

3% & has contributed 38% to Nifty raise in this FY. 

 

Internationally US elections on 6th of November 2020, will play important role in determining the course of 

the market. 
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We remain cautious on a near term basis given the extensions of lock down, the spread of pandemic and the 

final likely damage to earnings. We prefer Corporate Bond fund, Bond Optimiser, Balance Fund & the Mid Cap 

fund in that order. 

 

Some annexures that help understanding numbers are enclosed. 

 
Annexure 1 

Various Asset Classes Return- Long Term returns are healthy: In Below chart, we have given returns of certain 

asset classes for last one year to give the recent trends and 10-year return for showing how the risk return 

pans out.   

 

 
Source: Bloomberg 
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Annexure 2 
Nifty valuation table as of 31 August 2020 

  31-Aug-20 1m ago 3m ago 6m ago 12m ago 10Y avg 
Trailing PE ratio 28.9 28.1 21.8 23.7 23.5 20.0 
12m bf PE ratio 20.7 20.8 17.3 16.4 17.1 15.6 

Source: Bloomberg 

 
Annexure 3 

Probability of Index Returns August: In the below mentioned chart, we have given returns in major index for 

the last 41 years to explain average index returns for most of the time. This should help us understand the 

recent trends and long-term returns. 

Source: Morgan Stanley Research 

 

BSE Sensex (since 1980): Yearly performance +ve in August (+ve 30 out of 41 years) returns in between 0% to 

20%, 15 times  
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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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Trade logo displayed above belongs to State Bank of India and is used by SBI Life under license. 

 

 

To know more about us 
Visit us at www.sbilife.co.in  or Call Toll Free No. 1800 267 9090 (9.00 a.m. to 9.00 p.m.) 

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

Mumbai-400069 
CIN: L99999MH2000PLC129113 

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

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

 

 

 

Disclaimer:  

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 

investment decision 

 

 

 

 

       BEWARE OF SPURIOUS PHONE CALLS AND FICTIOUS / FRADULENT OFFERS 
 

 
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. 
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