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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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Major Economic Indicators

Economic Indicators

Particulars 30-Nov-18 ~ 31-0ct-18  Change(%)  31-Mar-18  Change (%)
35 69.58 7396 (P 5.92% 6518 || -6.75%
Forex Res.(Bn- 1 Wk Lag) § 31927 ¢ 19208 |® 018%  |¢ 02253 |% -7.04%
Qil Price ($/Barrel) 5 59.46 | § w3 P n% |3 69.53 || -14.48%
Gold (/10 gm| 30,240 s (P a7k 060 | -127%
Fil inflows (Net) - Crs ()
Equity (monthly) 6223 263 (P o1253% 1314 |®-5255%
Debt (monthly) 63834 a3 | o153y 2010 (P -385.64%
Indices

30-Nov-18 ~ 31-Oct-18  Change(%)  31-Mar-18  Change (%)
BSE Sensex 36,194.30 44205 (P 5.09% 3296868 ||® 9.78%
S&P CNX Nifty 10,876.75 1038660 (P 4.72% 1011370 (P 7.54%
Dow Jones Industrial Avg 25,538.46 511576 (P 1.68% 210311 |* 5.96%
FTSE 100 6,980.20 713519 [P -2.17% 705661 | -1.08%
Hang Seng Index 26,506.75 2971369 |® 6.11% 009338 |® -11.92%
Nikkei 225 22,3506 2192046 |® 1.96% 185030 (> 4.18%
BSE Realty Index 1,791.68 167980 |[* 6.66% 220992 |[P -19.65%
BSE Capital Goods Index 18,639.37 1748858 |® 6.58% 1847673 |* 0.88%
BSE Bankex 29,918.98 2835959 |® 5.60% 2719788 || 10.12%
BSE Auto Index 20,900.17 1988108 |® 5.13% 24,0575 || -13.12%
B S EFMCG Index 11,647.29 11,2784 (P 4.67% 102904 || 13.19%
BSE Oil & Gas Index 13,246.20 13,269 (P -0.01% 1461442 (P -9.36%
BSE Information Technology Index 14,296.74 1453160 ||® -162% 12,0055 || 18.15%
B S E Power Index 1,911.27 195813 | -2.39% 212583 (® -10.09%
B S E Healthcare Index 14,332.65 1472658 | -267% 1315762 (P 8.93%
BSE Metal Index 11,831.86 12545 | -553% 1332203 (® -11.19%
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Primary Key Rates
30-Nov-18 ~ 31-0ct-18  Change(%)  31-Mar-18  Change (%)

Repo Rate® 6.50% 650% |7 0.00% 600%  |® 0.50%
Reverse Repo Rate™* 6.25% 625% |7 0.00% 575%  |[F 0.50%
CRR# 4,00% aoo% P o.00% a00% (P o.00%
SIR*# 19.50% 1950% |[* 0.00% 1950%  |[* 0.00%
Call money rate 6.20% 635%  (® -0.15% 590%  |® 0.30%
Current Inflation Rate (WPI) 5.30% s03% P 248% (P 28
Current Inflation Rate (CPI) (Oct 18) 3.31% % (P -046% aa% | 113
1IP (WPI) % y-0-y (Sep 18) 4.50% 130%  |F 0.20% 750% | -2.00%
AAA spread (bps) 85.00 g0 |® -116% 5000 |® 70.00%

2015-16 2016-17 2017-18 Q1FY19

Real GDP % (New Growth No. by CS0) 7.60% 7.10% 6.70% 8.20% 7.10%
Interest Rates (FIMMDA)
30-Nov-18  31-Oct-18  Change(%)  31-Mar-18  Change (%)

91 days T- Bill 6.75% 696% P -0.21% 611% [P 0.64%
364 days T - Bill 7.17% 138% (P -0 6a2% P 07s%
5 Years G- Sec (Annualized) 7.50% 1% (P -030% 3% P oon%
10 Years G- Sec [Annualized) 7.61% 785% P -0.25% 740% P oy
30 Years G- Sec [Annualized 7.85% g% (P -035% 165% % ook
s No change

™ MNegative change

T Positive change

* w.e.f Aug 01, 2018

** w.e.f Aug 01, 2018

# w.e.f Feb 09, 2013

*# w.e.f Oct 14, 2017

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

Remember the month of November!

The month of November 2018 was a spectacular month for bonds with yields easing across the curve. OMO
(Open Market Operations) purchases at a more regular frequency and a bigger size by RBI had a huge role to

play along with tumbling crude oil and massive INR appreciation. Corporate bond spreads narrowed as well.

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

10 Yr G-sec 7.40% 7.85% 7.61% -0.24% 0.21%
30 Yr G-sec 7.65% 8.21% 7.85% -0.36% 0.20%
3 Yr AAA Bond 7.55% 8.65% 8.40% -0.25% 0.85%
5 Yr AAA Bond 7.88% 8.80% 8.45% -0.35% 0.57%
10 Yr AAA Bond 8.00% 9.00% 8.50% -0.50% 0.50%
364 Days T-bill 6.42% 7.38% 7.17% -0.21% 0.75%
91 Days T-bill 6.11% 6.96% 6.75% -0.21% 0.64%
1Yr Certificate of Deposit 7.35% 8.35% 8.50% 0.15% 1.15%
Credit spreads bps 50 86 85 -1 35
Crude $/barrel 69.53 76.23 59.46 $-16.77 $-10.07
USD / INR 65.18 73.96 69.58 3-4.38 %4.40

Macro Indicators:

Annual consumer inflation in India fell to 3.31% in October 2018 from a downwardly revised 3.7% in
September 2018 and below market expectations of 3.67%. It is the lowest inflation rate since September 2017,

mainly due to a drop in cost of food.

Wholesale prices in India rose by 5.30% year-on-year in October 2018, after a 5.13% gain in the prior month
and above market estimates of 5%. It is the highest wholesale inflation since June 2018, as cost advanced
faster for manufactured products and fuel. On a monthly basis, wholesale prices rose 0.7%, the same as in

September 2018.

India's industrial output increased 4.5% from a year earlier in September 2018, easing from an upwardly
revised 4.7% growth in the previous month and beating market expectations of 4.3% advance. Manufacturing
expansion slowed to 4.6% from 5.1% in August 2018, while electricity production rose at a faster 8.2% versus

7.6% in August 2018 and mining output rebounded 0.2% versus -0.5% in August 2018.
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The Indian economy advanced 7.1% year-on-year in the third quarter of 2018, well below 8.2% in the previous
period and market expectations of 7.4%. It is the lowest growth rate in three quarters, mainly due to a
slowdown in consumer spending amid high oil prices and a weaker rupee. Also, inventories, financial services,

manufacturing and the farm sector rose less.

India trade deficit widened to US $ 17.13 billion in October 2018 from US $ 14.6 billion a year earlier and
higher than market expectations of US $ 16.9 billion. Exports went up 17.9% to US $ 26.98 billion. Imports
increased 17.6% to US $ 44.1 billion, Gold purchases declined 42.9%.

India's fiscal deficit widened to ¥ 6.49 trillion in April-October 2018 from ¥ 5.25 trillion in the same period of
the previous fiscal year. Total expenditure went up 12.7% to ¥ 14.57 trillion and revenues rose 5.3% to ¥ 8.08
trillion. The budget gap is equivalent to 103.9% of the government’s target for the whole financial year,

compared with 96.1% a year ago

Around the World:

Annual inflation rate in the US increased to 2.5% in October 2018 from 2.3% in September 2018. Figures match
market expectations, mainly due to prices of fuel oil and gasoline. On a monthly basis, consumer prices
increased 0.3%, higher than 0.1% in September 2018 and matching forecasts. The US economy advanced an
annualized 3.5% on quarter in the third quarter 2018, in line with earlier figures, the second estimate showed.
It follows a 4.2% growth in the previous period which was the highest since the third quarter of 2014. The
Federal Reserve is widely expected to raise rates in December 2018, while markets have been given a breather
as both the Chairman and Vice Chairman have indicated that they are presently just below neural rates. Data
in the Euro area showed surprising weakness this time around with PMls in France falling, GDP contraction in

Germany in the latest quarter and so on.

Debt Outlook:

In its last MPC (Monetary Policy Committee) meeting on 5th December 2018, the RBI kept the policy rate
unchanged at 6.5% in line with consensus expectations. It stayed away from making changes to its stance of
tightening which it adopted in October 2018. RBI marked down its inflation forecasts by ~120bps for 2H FY
2019 with a move to 2.7% - 3.2% from the earlier 3.9 - 4.5%. This was a massive change in inflation projections
and indicated how dovish MPC has become. Governor Patel also hinted about policy changes if space opens up
in terms of upside risks to inflation fading away and Dy. Governor Acharya said that the pace of OMO buybacks

will have to rise in the coming months. These two statements added fuel to the fire and bond yields have
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eased by as much as 45 bps since end of October 2018. We expect CPI to come below 2.5% in December 2018
and if crude oil also stays in the $ 60 - 65/bbl band, we expect bond yields to head lower. The easing pressure
from lower US bond yields and a much stronger INR will only more fillip to this momentum in bonds. In
December 2018 there will be some risks like state election results on 11th December 2018 and if the ruling
party BJP loses two or more of their stronghold states markets could feel the pressure from INR volatility and
potential fiscal loosening by the centre. We could see 10 Y yield hovering in the 7.25% to 7.50% range in the

subsequent months.

Equity Outlook

Equity Outlook for the Month of December, 2018

Equity markets witnessed a sharp rebound in November 2018 from the October 2018 lows on optimism led by

a sharp decline in crude prices and appreciation of USD-INR.

Sensex gave a return of 5.09% for the month and ended at 36,194, retracing the entire loss incurred in the
month of October 2018. Nifty Index gave a return of 4.72% and ended at 10,877. The large cap names fared
better than the midcap/small cap peers for the month. Nifty Next, Nifty Midcap 50 Index, Nifty Midcap 100
Index, Nifty Smallcap 100 index was up 3.87%, 1.04%, 1.83% and 2.53% respectively.

A sharp fall in crude prices by almost 22% for the month to US $ 58.7 per barrel stoked the bullish sentiment.
Sectors like Automobiles, FMCG and Financials saw decent returns for the month on expectations of easing
margin pressures and falling yields. Appreciation of rupee put pressure on Healthcare and Information
Technology stocks. Healthcare was also down on poor quarterly results and IT stocks were also impacted on

fears of US Dept. of Labour announcing changes on H-1B Visa, making norms tougher.

RBI board met during the month followed by announcements on ECB (External Commercial Borrowing)
hedging requirements, relaxation of NBFC (Non-Banking Finance Companies) norms, looking to rework PCA
(Prompt Corrective Action) framework for banks and restructure MSME (Micro, Small & Medium Enterprises)

loans.

On the economy front, September 2018 IIP growth stood at 4.5%, as against 4.3% in August 2018. CPI inflation
was muted at 3.3% in October 2018 from 3.7% in September 2018 while WPI inflation increased to 5.3% in
October 2018 from 5.1% in September 2018.
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FPI (Foreign Portfolio Investors) were net buyers to the tune of US $ 891 million. This was a sharp change in
contrast to the sharp outflows that we have seen over the last few months. Domestic Institutions led by
Mutual Funds pumped in US $ 125 million with MFs being net buyers of US $ 353 million into the secondary

markets.

In the short term, the performance of the markets will be determined by (a.) the trade hostilities between US
and China, (b.) OPEC decision on December 6, 2018 to cut or retain oil production at current levels and (c.) the
outcome of the ongoing state elections and its implications on the chances of BJP forming the next national
government. We expect the markets to be volatile over the next few months and view it as a good opportunity
to build a portfolio. In the long term, the market returns will be determined by the earnings and we expect a

recovery in earnings over the next couple of years.
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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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