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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

31-Aug-17 31-ul-17  Change(%)  31-Mar-17  Change (%)
33 63.91 6419 (¥ 0.m% 6185 | 145%
Forex Res.(Bn- 1 Wk Lag] § 55| s (¥ oos% |$ 36793 |% 7.3%
0il Price [3/Barrel) § 5106 | § s W 267 |8 5353 ¥ -4.61%
Gold (Z/10gm) 29,399 28517 (¥ 3.09% 28527 ¥ 3.06%
Fil inflows (Net) - Crs (3)
Equity (monthly) 12632 509 W -603.47% 29996  |W-142.11%
Debt (monthly) 1269 w2 W 37s0% e (W5
Indices

31-Aug-17 31-ul-17  Change(%)  31-Mar-17  Change (%)
BSE Sensex 31,7309 25149 (¥ -241% 296050 ¥ 7.12%
S&P CNX Nifty 9,317.90 1007710 ¥ -158% 917375 |1 8.11%
Dow Jones Industrial Avg 21,948.10 789112 (¥ 0.26% 20663.22 ¥ 6.2%
FTSE 100 7,365.26 13200 (% -0.09% 138 (¥ o031%
Hang Seng Index 27.970.30 7389 (v 23m% 11159 ¥ 16.00%
Nikkei 225 19,646.24 1992518 (¥ -140% 18909.26 |¥ 3.90%
B SE il & Gas Index 15,177.26 14,1899 (¥ 696% 1356363 |¥ 1.90%
B S E Metal Index 13,284.05 12459 (¥ 691% 180446 ¥ 12.53%
B S E FMCG Index 10,174.12 10,093.85 |® 0.80% 9270.55 ¥ 9.75%
B SE Realty Index 2,131.67 218628 (¥ -2.22% 15997 ¥ 33.61%
B S E Power Index 2,261.46 23360 (¥ -267% 20882 (¥ -057%
BSE Auto Index 23,688.67 86315 (W -217% 066 ¥ 7.61%
B SE Bankex 27,440.82 28,8651 (¥ -2.33% uanT |V 123%
B S Capital Goods Index 17,330.85 179761 (¥ -35%% 16,4603 ¥ 5.38%
B SE Information Technology Index 10,063.83 10,437.79 ?’ -3.58% 10,365.51 ?" -2.91%
B SE Healthcare Index 13,149.26 119540 (¥ -73%% 1531240 % -14.13%
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Primary Key Rates

31-Aug-17 31-ul-17  Change(%)  31-Mar-17  Change (%)
Repo Rate* 6.00% 625% % -0.25% 625%  |¥ -0.25%
Reverse Repo Rate™* 5.75% 6.00% P -0.25% 5.75% Y 0.00%
CRR# 4,00% a00% v 0.00% 400% |V 0.00%
SIR % 20.00% 000% |\ 0.00% 050%  |¥ -0.50%
Call money rate 5.75% 620% (% -0.45% 6.00%  |® -0.5%
Current Inflation Rate (WPI) 1.38% 090% ¥ 0.38% 6.55% Vo-467%
Current Inflation Rate (CP1) [July) 2.36% 154% ¥ 082% 165% W -129%
IIP (WPI) % y-o-y (June) -0.10% 170%  |F -180% 270% (¥ -2.80%
AAA spread (bps) 65.00 600 (¥ -am% L S E R

2014-15 2015-16 2016-17 Q4 FY17 QiFyis

Real GDP % (New Growth No. by C50) 7.30% 7.60% 7.10% 6.10% 5.70%

Interest Rates (FIMMDA)

Particulars 31-Aug-17 31-Jul-17  Change(%)  31-Mar-17  Change (%)
91 days T - Bill 6.09% 613% % -0.04% 5% % o03%
364 days T- Bill 6.25% 624% |\ 0.00% 610%  |% 014%
5 Years G- Sec [Annualized) 6.50% 655% | -0.05% 662%  [¥ -013%
10 Years G - Sec (Annualized) 6.53% 647% ¥ 0.06% 666% ¥ -0.13%
30 Years G- Sec (Annualized) 7.22% 728% % 0.05% 745% (% 0.3%
Ay No change

™ MNegative change

® Positive change

* w.e.f Aug 02, 2017

** w.e.f Aug 02, 2017

# w.e.f Feb 09, 2013

*# w.e.f June 24, 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

Bonds and Bombs

Performance in bonds and markets overall have been severely affected by an insane leader in North Korea and
all his missile tests. Inflation also headed higher in the latest month and this also has pushed yields higher.
Globally there has been some doubt about the suitability of the Fed to raise rates anytime soon and imminent

threats of balance sheet reduction.

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

10 Yr G-sec 6.66% 6.47% 6.53% 0.06% -0.13%
30 Yr G-sec 7.45% 7.18% 7.22% 0.04% -0.23%
3 Yr AAA Bond 7.10% 7.05% 6.95% -0.10% -0.15%
5 Yr AAA Bond 7.45% 7.08% 7.10% 0.02% -0.35%
10 Yr AAA Bond 7.66% 7.38% 7.40% 0.02% -0.26%
364 Days T-bill 6.10% 6.24% 6.25% 0.01% 0.15%

91 Days T-bill 5.78% 6.13% 6.09% -0.04% 0.31%

1Yr Certificate of Deposit 6.63% 6.55% 6.55% 0.00% -0.08%
Credit spreads bps 75 68 65 - 3 bps - 10 bps
Crude $/barrel 53.53 52.46 51.06 $-1.40 $-247
USD / INR 64.85 64.19 63.91 3-028 X-094

Macro Indicators:

CPl inflation rose to a higher-than-expected 2.4% year on year in July 2017, from 1.5% in June 2017 on higher
vegetable prices and a pick-up in core inflation owing to GST (Goods & Services Tax). Food deflation eased
owing to a sharp rise in vegetable prices, mainly tomatoes, which alone contributed 60bp to headline inflation.
Excluding vegetable prices, food price inflation moderated. Core CPI inflation (CPI ex- food & beverage, fuel)

rose to 4.1% year on year in July 2017 from 3.8% in June 2017.

Industrial production fell 0.1% year on year in June 2017 after 2.8% growth in May 2017, its first contraction in

four years. The supply side was weak with mining output growing by a meagre 0.4% year on year (versus 0.2%
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in May 2017) and electricity output growth slowing to 2.1% (from 8.3% in May 2017). Most disappointing was

manufacturing output, which contracted 0.4% year on year which compared with a 2.6% rise in May 2017.
Export growth moderated to 3.9% year on year in July 2017 from 4.4% year on year in June 2017. Import

growth also decelerated to 15.4% year on year in July 2017 from 19% in June 2017. The trade deficit narrowed
to US S 11.4 billion in July 2017 from US $ 13.0 billion in June 2017.

Around the World:

On the global front, the US economy also continues to look healthy, with unemployment now lower and
broader measures of unemployment have also been falling sharply. In the month of July 2017, unemployment
had risen marginally to 4.4% though. Given the tight labor market, the Federal Reserve (FED) raised rates
again in June 2017 and announced that it is likely to start reducing the size of its balance sheet “relatively
soon”. However amidst growing tensions in the Korean Peninsula after ballistic missile launches by North
Korea and verbal retaliation by US increased Risk-off sentiments have pushed US yields to lows not seen in
many months. In the UK we have started seeing inflation and growth pick up and could soon see rate hikes by

Bank of England.
Among the Emerging Markets, Chinese growth expectations continues to be slow, with rising interbank lending

rates potentially leading to a slowdown in the housing market and construction. Satellite data also suggests

that Chinese activity is already cooling down.

Debt Outlook:

RBI cut interest rates by 25 bps in line with market expectations, and also no further hint of definite cuts,
keeps 10 Year yield at around 50 bps above Repo rate. CPI reversed from its multi-year low of 1.5% to touch
2.4% in July 2017. Higher tomato and vegetable prices and vanishing base effect could keep pushing CPI
marginally higher every month. MPC (Monetary Policy Committee) minutes also don’t indicate further easing
as members focus on higher inflation more than lower growth. Geopolitical tensions and surfeit G-sec and
corporate bond FPI (Foreign Portfolio Investment) limits increase chances of capital exodus. The shortfall in RBI
dividend of ¥ 35 k crs will have an impact on fiscal deficit to the tune of 20 bps. But the central govt. in charge
doesn’t seem to be losing focus on its fiscal deficit trajectory and hence the shortfall could be made up by
other means like expenditure cutting or other windfalls from other sources. Either way the fiscal deficit target
would be met with no excess market borrowings. This is a positive for bond markets, rather absence of a

negative.
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Even economists who have been asking for rate cuts have pushed expectations for the next one to December
2017. Most analysts now believe CPI to settle at 4.5% by 1% Half year 2018. Going by real rate estimates of
even 1.5% and with CPI (one year ahead) at 4.5%, we end up with nominal rates at 6% which is exactly where
the Repo rate is now. So expecting more rate cuts seems a far-fetched idea. Bond markets are slowly grinding
up in yield terms. At 53 bps above Repo rate 10 year is trading at around the median spread over the last 10
years. The only reason this spread could narrow is if more rate cuts are priced in, else yields could keep moving
sideways in the range of 6.45%-55%. The 2" half of FY 18 has only more G-sec and SDL (State Development

Loan) supply with no redemptions and all this could pressure on yields and act as a floor for yields.

Equity Outlook

Equity Market Outlook for the Month of September, 2017

Sensex lost 2.4% for the month of August, 2017 and ended at 31730. This was despite big flows into domestic
mutual funds despite geopolitical concerns across the globe. Standoff between North Korea and US continued
to weigh on international markets. All indices ended positive though. Markets took the risk on their stride and

continued to show positive trends and felt that it would finally not lead to a full blown war.

The cut was deep. None of the sector indices showed positive trend in the last month.

For the month, the key events include Repo rate cut of 25 basis points by the Reserve Bank of India and a good
progress of monsoon after a lull. For the country as a whole rainfall was 3% deficit of the LPA (Long Period

Average).

GDP (Gross Domestic Product) for the quarter ending June, 2017 was disappointing 5.7%. IIP contracted 0.1%
versus raise of 1.7% for May 2017. Government had a reshuffle of ministers preparing itself for the next leg of
elections. CPl inflation accelerated to 2.36% rising more than what was expected for June 2017 and WPI inched

up 1.9% from 0.9% during the same period.

On the liquidity side FPI sold stocks worth US $ 1.8 billion while Domestic institutions bought stocks worth US $
2.5 billion.

With IPO (Initial Public Offering) markets quite vibrant during this month, we expect the indices to move

sideways. This phase we expect to be temporary and the things to stabilize during October 2017.
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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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/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

& J

/ BEWARE OF SPURIOUS PHONE CALLS AND FICTITIOUS/FRAUDULENT OFFERS \

IRDAI clarifies to public that:
e |RDAI or its officials do not involve in activities like sale of any kind of insurance or financial products nor

invest premiums.

e |RDAI does not announce any bonus.

Public receiving such phone calls are requested to lodge a police complaint along with details of phone

\ call, number. j

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

( To know more about us W
Visit us at www.sbilife.co.in or Call Toll Free No. 1800 22 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
IRDAI Regn. No. 111
\For more details on Risk Factors, Terms & Conditions, please read the sales brochure carefully before concluding a sale/
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