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Following more than two years of the Covid-19 pandemic, the global economy con�nues to experience major 
nega�ve shocks posed by the Russia-Ukraine conflict along with a mul�decade high infla�on, vola�le commodity 
prices, disrup�on in business sen�ment, trade pa�erns and consumer confidence. The spill over effects have 
steepened the projected slowdown and are hin�ng towards increasing risks of recession. The current ongoing 
geopoli�cal crisis has hastened the decelera�on of global economic ac�vity which as per the World Bank is 
projected to slow down to 2.9% for CY2022, which is nearly half of CY2021 at 5.7% and down 120bps from 4.1% 
projected in January 2022. Further, the effects of this have also caused reduc�on in policy space, and policymakers 
globally face exceedingly difficult trade-offs between suppor�ng growth and controlling price pressures. Global 
financial condi�ons have �ghtened and borrowing costs have increased, reflec�ng reduced policy accommoda�on 
and a more hawkish stance in response to infla�onary pressures, elevated uncertainty and heightened geopoli�-
cal risks.

Global Economy:
Global infla�on con�nues on the upside, with the latest prints for June 2022 for US and Euro inching up to 9.1% 
and 8.6%, respec�vely. As per the latest World Bank report, global infla�on for April 2022 scaled up to 7.8%, the 
highest since 2008; for advanced countries it is now at its highest level since 1982 and at 9.4% for Emerging Mar-
kets and Developing Economies. The stagfla�onary worries have elevated the possibility of a recession in the US 
and the Euro area, and the fear of global slowdown has resulted in a sharp correc�on in industrial commodity 
prices. The impact of stagfla�onary pressure is now also showing up; manufacturing Purchasing Managers Index 
(PMIs) across the US, Japan, and Euro Area fell sharply in June 2022. US (-4.3) and Euro Area (-2.5) have experi-
enced major declines, though they are s�ll in the expansion zone (i.e., PMI >50). The manufacturing survey for 
June 2022 indicates a sharp dip in current ac�vity and steep declines in future (12-months) indicators rela�ng to 
orders, hiring, delivery �me, etc. Thus, the risk of stagfla�on-led recession in near-to-medium term is high. The 
latest assessments of Bank for Interna�onal Se�lements (BIS) and Organisa�on for Economic Co-opera�on and 
Development talks of the narrow scope for avoiding a recession amid persistently high infla�on. The real policy 
rates in advanced economies and emerging markets remain deeply in nega�ve and, hence, BIS report (June 2022) 
recommends, a wave of rate �ghtening will be needed to break the entrenchment of wage-price spiral.  

Domes�c Economy:
India too has seen infla�on rising to 7.9% in April 2022 (7.0% in May 2022 & June 2022) and is expected to be 
around 6.5% during FY2023 due to elevated pipeline infla�on, promp�ng Reserve Bank of India (RBI) to scale up 
its infla�on projec�on by 200bps from its ini�al projec�on to 6.7%. India faces crude prices hovering above USD 
100-120/bbl. The projected 7.2% real GDP growth could further be revised down considering a global slowdown. 
India’s challenge emanates from the re-emergence of global �ghtening, high domes�c infla�on, and current 
account deficit amid expected decline in structural growth. Addi�onally, like many other emerging markets, India 
too has seen a steep rise in public debt and fiscal deficit-GDP ra�os in the post pandemic era. In order to contain 
infla�on, the forced fiscal response has been already ini�ated, which if not offset by high revenues and controlled 
expenditure in FY2023 may lead to high fiscal slippage than budgeted in Union Budget FY2023. Also, deprecia�on 
in the Indian rupee has gained pace recently with a sharp deprecia�on since end-March 2022 at above 79 to a 
dollar reflec�ng declining forex reserves and capital ou�lows. India’s forex reserves are at USD 588 billion, down 
from the peak of USD 642 billion could be tested as forex reserve/imports has declined to 9-9.5 months and could 
further see a decline in buffers leading to debt and currency crisis.

From the Desk of CIO
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Debt Market Outlook:
With respect to the Bond Markets, during the last quarter, domes�cally as well as globally, we witnessed bond 
yields moving north in response to an increasing hawkish stance by central bankers; however, with increasing 
fears of stagfla�on led recession in near-to-medium term have cooled down yields by 15-20bps in last 2 weeks. 
Federal Reserve in its June 2022 policy hiked the policy rate by 75bps to 1.50-1.75% range & maintained the pace 
of quan�ta�ve �ghtening of monthly USD 47.5bn for June, July & August. The dot plot guidance was revised 
higher to indicate that the fed funds rate will move to 3.4% by December 2022, 3.8% by December 2023 and 
lower to 3.4% by December 2024. Key watchable here will be that a 150bps faster pace of rate hike by Federal 
Reserve into 2022 would mean more adjustments for other Central Bankers could be on the cards including RBI. 
Having said that, Fed Chair in his tes�mony acknowledged that recession is certainly a possibility as interest rates 
are pushed higher. Domes�cally, focused on withdrawal of accommoda�on, RBI’s Monetary Policy Commi�ee 
raised repo rate by 50bps to 4.9%. Importantly, the phrase ‘remain accommoda�ve’ has been dropped from the 
stance, removing any ambiguity regarding the way forward. Key concern for RBI is geopoli�cal shock which have 
been unhinged infla�on so far & which is now expected to fear the spillover of global recession. Hence, the 
policy normalisa�on by Reserve Bank of India, going forward, will be a func�on of global and domes�c infla�on 
trajectory, growth sustainability, Fed’s ac�on on rate hikes and liquidity.

Equity Market Outlook:
The Russia-Ukraine conflict and rate hikes by most Central Banks globally led to vola�lity in equity markets across 
emerging markets. Markets should track the Q1FY2023 quarterly earnings as investors assess the impact of high 
commodity prices on consumer demand and corporate profitability. Inability to pass on the en�re cost infla�on 
to customers and higher wage growth is expected to drive earnings downgrades. While there has been a slight 
up�ck in COVID cases lately, deaths and hospitalisa�ons remained in control. With the Ni�y50 down 15% from 
their peak in October 2021, we believe that a large part of the nega�ve news on infla�on, interest rates, liquidity 
and earnings downgrades have been factored in. Retail par�cipa�on is markets has reduced substan�ally, a sign 
that much of the froth in the markets has come down. Any sharp correc�on from hereon, should be u�lized to 
add selec�ve stocks in the por�olio as valua�ons have become reasonable in certain pockets. In this backdrop, 
we remain construc�ve on equi�es as an asset class and advise investors to par�cipate in the long-term poten-
�al of India by staying invested in equity markets.
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Key Fund Performance: 
Funds 6 month 1 year 2 year 3 year 5 year Since   
        Incep�on

Life Equity Fund 3 -9.79% -1.54% 21.96% 9.63% 9.72% 9.69%
Ni�y 50 Index -9.07% 0.37% 23.76% 10.21% 10.63% 9.22%
      
Life Equity Fund 2 -10.05% -1.35% 22.02% 9.74% 9.61% 10.13%
Ni�y 50 Index -9.07% 0.37% 23.76% 10.21% 10.63% 9.29%
       
Make In India Fund -8.02% 0.61% 19.60% 9.16% 7.44% 9.73%
Benchmark -9.07% 0.37% 23.76% 10.21% 10.63% 13.14%
       

Life Large Cap Equity Fund -9.53% -2.29% 21.31% n.a. n.a. 8.55%
Ni�y 50 Index -9.07% 0.37% 23.76% n.a. n.a. 10.48%
       

Life Pure Equity Fund 2 -6.36% 6.56% 22.83% 14.11% 10.68% 9.50%
Benchmark -6.02% 7.13% 24.11% 13.64% 10.80% 9.02%
       

Life Infrastructure Fund 2  -7.88% 3.53% 29.15% 12.15% 7.68% 4.50%
Benchmark -6.75% 6.42% 30.90% 13.93% 10.58% 3.86%
       

Life Energy Fund 2 0.25% 14.67% 35.60% 15.14% 11.59% 7.89%
Benchmark 5.56% 25.91% 41.54% 17.15% 12.69% 8.01%
       
Life Midcap Fund 2 -13.91% 0.33% 33.75% 15.02% 9.20% 11.06%
Benchmark -13.23% -2.37% 33.51% 14.42% 10.06% 8.11%
       
Life Balanced Fund 1 -2.88% 1.79% 6.76% 6.21% 5.45% 7.72%
Composite Benchmark* -2.90% 1.13% 7.09% 7.50% 7.45% 7.78%
             
Life Money Market Fund 1 1.21% 2.35% 2.28% 2.98% 2.70% 5.92%
Crisil  91 day  T bill Index 1.91% 3.72% 3.56% 4.31% 5.30% 6.76%
             
Life Corporate Bond Fund 1 -1.43% 1.22% 2.22% 5.28% 4.46% 7.18%
Crisil Composite Bond Fund Index -1.51% 1.01% 2.94% 6.23% 6.30% 7.69%
             
Life Gilt Fund 1 -2.00% -0.05% 1.66% 4.63% 4.99% 6.60%
Crisil Dynamic Gilt Index -2.24% 0.27% 1.98% 5.47% 5.73% 7.98%
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*Composite Benchmark comprising of Crisil Composite Bond Fund Index with 80% weight and Sensex 50 with 20% weight
As on 30-June-2022
Note – Returns more than 1 year are CAGR returns



Market vola�lity con�nued during last quarter as focus of most Central Banks shi�ed to aggressively control rising infla�on by hiking 
interest rates. Also, lack of posi�ve developments from the war in Ukraine dampened investor sen�ments. These factors led to FII equity 
ou�low for the third successive quarter in India. While global cues are nega�ve in near term amidst a hawkish stance of US Fed, the 
current high infla�onary situa�on could loosen a few months down the line. Any so�ening in the hawkish stance of central banks, as a 
result of lower infla�on, could lead to the resump�on of FII flows albeit gradually. The Indian economy remains be�er placed compared 
to most other emerging market peers in terms of growth, infla�on and other economic parameters. Thus, we remain posi�ve on Indian 
markets over medium to long term. 

Our view is construc�ve on domes�c focused sectors such as banking and financial services, consumer staples, consumer discre�onary, 
capital goods and power as domes�c demand remains robust as seen from parameters such as consump�on and credit growth. While 
near term vola�lity in equity market cannot be ruled out, any correc�on should be used as an opportunity to buy quality stocks in above 
men�oned sectors.

Our investment strategy is to remain overweight on sectors where there are visible tailwinds and in companies which have a strong 
corporate governance model in place. We look for companies which enjoy moats in their business model, have improved their balance 
sheet during the pandemic and have meaningful earnings visibility over the next few years. We ac�vely monitor our por�olio 
posi�oning and constantly employ tools such as sector rota�on, bo�om-up approach in stock selec�on and finding the best proxies to 
play our investment thesis.

Equity: 

Indian Equity Market Performance 
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The Reserve Bank of India hiked the Repo rate by 50 bps to 4.9% during its June mee�ng, a�er May’s 40 bps off-cycle hike, aiming 
to ensure infla�on remains within target going forward while suppor�ng growth. RBI revised upwards its infla�on forecast to 6.7% 
for FY 2022-2023 from 5.7% and maintained its economic growth outlook for FY 2022-2023 at 7.2%.

The FOMC hiked policy rates by 75bps to the 1.5%-1.75% range and maintained the pace of quan�ta�ve �ghtening with infla�on 
emerging as the main source of concern.

With recent correc�on in global commodi�es, bond yields have also cooled off from their peaks, but we expect bond yields to 
remain elevated on large government borrowing. Por�olios are maintaining underweight in terms of overall dura�on and credit 
exposure sigh�ng lower credit spreads. We con�nue to hold good quality Government securi�es and AAA corporate bonds. We 
maintain taking no exposure in lower than AAA issuers. 

Debt Fund Strategy and Posi�oning:

India’s Debt Market Performance:

Debt market indicators

Change
(Q-o-Q)

Change
(Q-o-Q)

Money market (%)

Tenure CD (bps) CP (bps)
 3M 5.30 152 5.40 115
 6M 5.98 155 6.42 164
 12M 6.55 177 6.85 170

Note – Q-o-Q change is over Mar 2022 to Jun 2022 
Data Source – Reuters, Bloomberg, CRISIL

Debt market indicators

Change
(Q-o-Q)

Change
(Q-o-Q)

Bond market (%)

Tenure G-Sec (bps) AAA CB (bps)
 3Y 6.95 111 7.35 150
 5Y 7.24 91 7.55 115
 10Y 7.44 60 7.80 68
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Please note: Past performance is not an indicator of future performance.

Fund Strategy and Outlook - Debt



Other market and economic indicators:
Real GDP expanded by 4.1% y/y in Q4 FY22, 
Considering the March-22 quarter GDP growth, 
economy expanded by 8.7% in FY22

Infla�on spiked above 7% in April-2022 and 
May-2022 on account of spillovers from global 
commodity prices. 

Key Economic Indicators

Source: Bloomberg , MOSPI, Reuters 

Brent Crude oil prices remain elevated given the 
current geopoli�cal situa�on affec�ng the global 
oil demand supply equa�on; however, the prices 
have cooled down in 1st week of July 2022.

US 10-year bench mark yield accelerated above 
3% tracking FED’s aggressive rate hikes, driven 
by infla�onary concerns over US economy.

Source: Reuters
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Other market and economic indicators:
Economic indicators heat map

Industrial Sector

Consumer Economy

Infla�on

Indicators May-22 Apr-22 Dec-21 Nov-21 Oct-21 Sep-21 Aug-21 Jul-21 Jun-21 May-21

Manufacturing PMI 54.6 54.7 54.0 54.9 54.0 55.5 57.6 55.9

8 Core Industries
(YoY)

Rail Freight Traffic
(Loading in million

tonnes)

Rail Passenger
Traffic  (in million)

Passenger Vehicle
Sales in thousands

CPI infla�on, % y/y

WPI infla�on, % y/y

Deficit Sta�s�c

Source: Bloomberg, MOSPI, Reuters, IHS Markit, PIB, CEIC, SIAM, TMA, DGCA, CGA

Trade Balance,
USD billion

Fiscal Deficit
(` Billion)

GST collec�ons
(` Billion)

Two Wheeler Sales
in thousands

Tractor Sales in
thousands

Domes�c Air
Passenger Traffic

in thousands
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Key Economic Indicators
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• Infla�onary pressures remained a key concern in Q1 FY23, emana�ng from current geopoli�cal spillovers. CPI remained 
above 7% for first two months of FY23 on account of spillovers from global commodity prices. 

• Trade deficit recorded new high at USD 24.3 billion and USD 25.6 billion in May 2022 and June 2022 driven by imports of 
petroleum and coal and slow exports. The widening trade deficit highly reflects India’s high dependence on oil imports.

• Industry wise indicators showed a robust pick up in start of the fiscal year FY23. Consumer economy, especially the 
service-based indicators showed a sharp pickup in demand despite of high infla�onary pressures. 

• Economic indicators showed progress despite of persistent price pressures in the economy. Changing Global growth dynamics 
will have significant spillovers in the domes�c economy routed through trade and currency.  
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Fund Name

Life Equity Fund 3

Life Large Cap Equity Fund

Life Equity Fund 2

Life Pure Equity Fund 2

Life Infrastructure Fund 2

Life Energy Fund 2

Life Midcap Fund 2

Make In India Fund

Life Balanced Fund 1

Life Money Market Fund 1

Life Corporate Bond Fund 1

Life Gilt Fund 1
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Customer-friendly web portal
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desired information are just a few clicks away.
Visit our website: www.reliancenipponlife.com 
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 Reni chatbot
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and get policy/premium payment details

instantly. Find RENI on our website.

Feel free to dial our Toll-Free number
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questions by contacting us at 18001021010 from
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premium payments via multiple platforms
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Visit Now
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Please note: Past performance is not an indicator of future performance.
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G Block, BKC Main Road, Bandra Kurla Complex, Bandra East, Mumbai - 400051. India. T +91 22 6896 5000. For more informa�on or any grievance, 1. Call us 
between 9 am to 6 pm, Monday to Saturday on our Toll-Free Number 1800 102 1010 or 2. Visit us at www.reliancenipponlife.com or 3. Email us at: 
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decisions.
If you wish to stop receiving emails from us, please click on the link below to unsubscribe from the mailing list.
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receiving such phone calls are requested to lodge a police complaint
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