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Expect another 50-bps

19 May, 2015 rate cut this fiscal

Financial Express

€10, FIXED-INCOME

Amit Tripathi, CIO, fixed-income in-
vestments, Reliance Capital Asset Man
agement, expects the RBI to cut rates by
another 50 bps bytheendof thisfinancial
year: Excerpts from an intervf
Chirag Madi:

with

What is your view on interest rates?

Weexpec aldeclinein interest
rates over the next 23 y 3¢ of
some fundamental reasons, such as im
provement in the fiscal deficit situation
and inflation. As it's a structural thing,
this changeis not going tobe a 36 month
phenomenon; it will extend to 35 years.
So. our expectations in the ne
willbeof another 30-bpsrate cut InFY16.
Wewill re-assess our target by the end of
thefinancial year

Where do you think the benchmark
bond yield, which is currently close to
7.9%, will settle?
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theendof thisfiscal.

So, what is your current investment
strategy?
ke | sald, investment strategy is dri-

Expect another 50-bps rate cut this fiscal

Foracountry likeIndia, fiscal prudence
is themost important factor If the govern:
ment adheres to fiscal prudence — and
nnot talkingonly about numbers
butalsoquality — wewillsee long term in
terest rates trending down and that can
have a big impact on inflation, saving be
haviourand current a deficit.

Theimportantfactor ishow thegovern:
mentrespondsonthefiscals
is disciplined and the quality
ture is good. We areall too much concer:
tratedon the GDPnumber—itwilleventu
ally go up but, forme, the process has to be
right. We had high GDP numbers in FY09
1265 well, but it was el bya very high infl
tion. So, theoverall quality
not that great. Now, we are seeing a 7.

qualitative, So, any falt
lence isa cause for concern.,

ven by fur Asfaras gilt, dy-

should investors adopt

10-yearG-Secats.10% inannual terms it
not a bad buy From an investment per-
spective, we are well placed as far as cur-
rentylelds are concerned

Iwould not wait for yields to move fur-

others, such as shortterm and floating
rates funds, wehavea time horizonof close
totwo-and-ahalf years, which is theupper
bandof

Honestly, its difficult to make predic-  namic and {ncome finds a at themoment?
tions, Butwi : 75% long duratior rically, fixed- maturity plansare a
amidhopesof another50-bpscut—andthe  an hopes that interest rates will fall. For  good product to introduce retail investors

tothedebteapitalmarket because theyare
simpletounderstand.

TIncome and gilt funds are for more in

ho know when toenter

For corporate bond funds, we have to

her more inves :
westand toray, we have committed a very
arge portion of our investments in both
thedynamicand incomefundcategoriesto
medium- and long-dated G-Secs. We be-

vethat,over thenext12-18months, itwill
play out very well. I won't be surprised it
we see 10-year bonds reaching

Iookat how balance sheets are fmproving.
v "

intoand exit from such funds. Havingsaid
that, now investors are increasingly look:
Dynar

we can invest in the private sector for the
next3-5 years. So, for these funds, thetime-
lineisof nearly three years,

As a debt fund manager, what is you
biggest concern?

ingat bond.
funds are suited for investors who want to
participate in the duration story, but are
not sure about entry and exit. Such funds
make more sense for retail investors as
fundmanagers modifyportiolis on the ba.
theirinterest rateoutlook.




