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Summary — Global Macro « O CAPITAL

* Global growth forecasts continue to get downgraded as high inflation has triggered aggressive central bank tightening. PMls also point
to slowing economic activity. Inflation remains high and well above target with core services now supporting higher headline inflation.
Bond yields remain elevated but commodity prices have corrected significantly from their YTD peak levels.

* In the US, Q3 GDP growth came in at a strong 2.6% g/q saar. However, the headline number was boosted by net trade adding 2.8%.
Final sales to domestic purchasers rose 0.5% g/q saar. Leading economic indicators are pointing towards a recession. Households have
been dipping into their savings to sustain real consumption.

* US Inflation stays red hot as services inflation is supported by rising wages. This has pushed up terminal rate expectations with
markets expecting the terminal rate to be close to 5%. Labour market in the US stays strong with unemployment rate at 50-year low
of 3.5%. Some initial signs of cooling are visible with job openings falling notably. Stronger US dollar will also help slow growth and
inflation in the US. The housing sector is cooling rapidly with falling prices and sales on the back of affordability challenges.

* Europe is on the brink of a recession as the energy crisis bites. Consumer confidence and business surveys of future output continue
to fall. However, storage of natural gas has filled up ahead of expectations supported by LNG imports and cooled prices. High and
broadening inflation has prompted another 75 bps rate hike from the ECB.

* In China, the Zero-COVID strategy continues to hamper the economy. Further, the property sector continues to slow with house
prices, sales and starts all falling. Inflation remains low and has allowed policy easing measures. Xi Jinping was elected for an
unprecedented third term at the 20t Party Congress and he further consolidated power by appointing allies to the Politburo Standing
Committee. He focused on economic development, common prosperity and security with the aim of doubling 2020 GDP by 2035. Q3
GDP growth came in above expectations but 2023 forecasts have been downgraded.
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Summary — India Macro « I CAPITAL

* A host of economic indicators suggest that the economic recovery is ongoing — GST collections continue to be robust, PMIs continue to be in
expansionary phase, capacity utilization levels inching upwards, supply chain pressures easing, and broad recovery trackers signaling the strong
recovery taking place. Festival season also saw better levels of consumer spending versus past year. However, some indicators are still lagging or
turning — 2W and tractor sales remain subdued, flight traffic remained below pre-covid levels, while industrial production contracted as per last
print.

* The first advanced estimates of kharif crops show ~4% degrowth (vs 4t AE FY22),with rice production down by 6% due to rainfall deficiency in key
producing states. However, robust rice buffer stocks are a comforting factor in this regard. Better than long term average cumulative rainfall
received has also enabled better reservoir levels, which together with adequate fertilizers and seeds availability, give boost to rabi crop prospects.

e CPlremained at inflated levels and posted 7.4% YoY figure for the month of September (up from 7% YoY in August). Food (driven largely by cereal,
vegetables, spices) and core CPI (driven by housing) were the major cause of the uptick. Imported inflation continued to ease at margins while
domestic inflation increased. WPI inflation eased off and came in at 18 mo low of 10.7% YoY in September (down from 12.45% YoY in August).

* MPC raised repo rates by 50 bps to 5.90% in line with market expectations in September 2022 policy, while the stance was kept unchanged. The
action was along the expected lines and driven by the need to preserve financial stability as DM central banks continued their aggressive rate
hikes to tame their domestic inflation which has been running rampant.

» Exports slowed further to come in at $32.6 bn. NONG Imports meanwhile remained steady at elevated levels and came in at $40.1 bn, while total
imports came down driven by MoM decline in crude and petroleum imports. Trade balance on a whole was better than August and came in at
$26.7 bn. The current NONG trade deficit was the highest on record.

* Current Account Balance widened further, as elevated crude and energy import dependence is distorting county’s external balances. RBI continues
to use its FX reserves to remove volatilities arising out of the current adverse external setup. INR continues to weaken vs USD, majorly driven by
the strength of the greenback.

* Bank credit grew by 17.9% YoY driven by pickup across segments, while deposit growth improved to 9.6% YoY. RBI meanwhile continues to drain
out surplus liquidity.
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Summary — Global Bond Markets « I CAPITAL

e  With UST 2yr yield of ~4.5% trading at a premium of 280bps over SPX dividend and Fed Fund Rate futures hinting at terminal rate of 5% expected to be
attained in 1H23, rotation into T-bills is underway as indicated by collapse in US bank deposits.

e Asglobal Central Banks continue to withdraw monetary support to the economy (though BoE panicked and RBA/BoC slowed) and continue hiking policy
rates, the stock of negative yielding debt has collapse, which is a huge deterrent for EM flows as investors now see attractive yields in DM (US HY > 9%).
Further, the Fed pivot to dovish stance appears some distance away as apart from increased volatility and US housing cooling off rapidly, the other
indicators such as inflation, labour market, manufacturing sector and credit spreads still not signalling historical peaks.

e UK and EU facing crises, former that of confidence and latter that of energy. With the exit of Liz Truss, a new appointed UK PM is perceived to bring fiscal
credibility with clearer stance of tightening after recent to-and-fro. Additional contractionary measures such as spending cuts are expected to balance the
UK budget considering widening fiscal hole since Active QT to begin from 310ct as planned. Transition to contractionary fiscal policy also means BoE may
reduce its degree of hawkishness, implying lower terminal rate. While ECB takes path of policy normalization with chatter about QT increasing, lower
natural gas prices perhaps have resulted in lack of joint EU response to energy crisis.

e China’s 20t Party Congress held in Oct was unable to revive investor confidence with commentary leaning more towards ‘security’ than ‘development’,
nothing new about Zero-Covid strategy or additional measures to support property market and emphasis that reunification “will definitely be achieved”
indicating geopolitical risks will remain elevated.

e Asthe cost of capital rises, EM Corporate Default Rate is running high YTD, led by Russia/Ukraine/China RE, and is expected to surpass that seen in GFC.
China RE formed 83% of default volumes in 2021 and is 59% in 2022. In addition, Russia and Ukraine credits are responsible for 38% and 4% of 2022
defaults, resp. However, without the China RE, Russian and Ukrainian credit, EM corporate default rate YTD is just 1.2% (vs 10.3% including RU/UA/CN
RE). This is not very different from DM markets where the default rate is 1.5% for US HY and 0.3% for European HY.

e EM fund outflows took a pause. With rising UST yields and increased volatility, EM debt funds continue to witness broad based outflows led by LCY Debt
funds esp. CNY. However the HCY EM Debt outflows have halted and EM equity fund flows saw largest weekly inflows since Apr on hope of “peak USD”.
US HY saw strong inflows recently as investors return to credit on “peak yields”, however US & EU MM funds continue to see inflows.

e Asia ex-J Bond Yields and Spreads continue to rise as Asia HY bond returns get hammered this year. JACI-India USD bonds see widening in spreads, still
below July peak however the JACI-HY spreads are at YTD peak.

e  Across the Indian USD bond complex, yields continue to rise along with UST benchmark yields though supply remains muted as issuers enjoy more
competitive yields onshore. However, the HY spreads have risen over past month, while spreads of IG names have been flat or marginally lower.
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Summary — India Bond Markets L CAPITAL

e Inflation has proved to be far more persistent and broad-based and has dented hard-earned credibility of Central Banks who initially viewed
above target inflation as transitory. Further, structural issues in DM labour markets have meant that wage growth has accelerated alongside
realized inflation. This puts Central Banks in a tough spot as they need to now engineer a weaker labour market with higher unemployment
and lower wage growth to regain credibility, anchor inflation expectations and lower inflation.

e Recently, some Central Banks such as Australia and Canada have stepped down their pace of rate hikes as they wait to assess the impact of the
hikes already announced given transmission lags. This has fueled speculation that the Fed may also slow to a 50 bps increase in the Dec
meeting after hiking by 75 bps this week. However, we believe that Chair Powell will keep his options open and avoid surprising markets
dovishly.

e Our inflation has moderated from the peak that we saw in April 2022 and six months ahead outlook for inflation looks benign and likely within
RBI target range. In the short-term, inflation is expected to remain above RBIs tolerance band and expected to move within the target band in
Q4 FY23. However, need for interest rate parity and FX pressure will continue to coax RBI to push policy rates higher in direction of global
interest rates. INR has depreciated to 82.8/S despite RBI FX intervention because of a stronger dollar. FX Reserves are down to $524.5 bn on
account of valuation losses and intervention.

e Liquidity has moved to neutral zone in the banking system and credit growth continues to out pace deposit growth keeping pressure on short-
end rates. Tighter liquidity conditions will also gradually expand credit spreads from current levels.

e There continues to be an “unusually” large amount of uncertainty and volatility in play, and we continue to remain nimble in terms of our
positioning. We continue to advocate investors to invest in our ultra—short term, low duration, floater, and short-term funds, which continue to
be the best risk-adjusted places for fixed income investors over other fixed income assets. Absolute levels are looking attractive near the 3 -4
year point and offer an opportunity for investors with an investment horizon of 3 years+, albeit with some volatility. Investors can participate in
this through any of our passive strategies in our Debt Index funds or Government securities fund matching their investment horizons
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Global growth forecasts continue to get downgraded L
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PMIs also point to slowing economic activity CAPITAL

Index Global PMI Index Chart 1: Composite PMIs
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Inflation remains elevated and well above target
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Figure 1. Global Headline Inflation
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Core services now contributing to increase in headline inflation CAPITAL
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Bond yields remain elevated but commodity prices have corrected significantly CAPITAL
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Large rate hikes have eroded bond returns . CAPITAL

Chart 2: Long-term returns for US Treasuries at 50-year lows Chart 4: 243 policy rate hikes in "22, more than 1 hike per trading
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US headline GDP rebounded on boost from trade but underlying growth remains weak .. CAPITAL

Contributions to GDP Growth
Chart 1: GDP & Final Sales to Private Domestic Purchasers (%q/q Annualised)
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US Inflation stays red hot as services inflation is supported by rising wages < . CAPITAL
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Fed terminal rate pricing at close to 5% even as leading indicators point to a recession | <, CAPITAL
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Labour market in the US stays strong with unemployment rate at 50-year low of 3.5% CAPITAL
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US Households have been dipping into their savings to sustain real consumption « '\ CAPITAL
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Strong dollar to help slow growth and inflation in the US CAPITAL
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US Housing sector is cooling rapidly CAPITAL
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Europe is on the brink of a recession as the energy crisis bites . CAPITAL

Chart 1: Euro-zone Retail Sales Chart 1: German GDP (Q4 2019 = 100) Chart 4: GDP (Q4 2019 = 100)
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Europe: Consumer confidence and future output surveys continue to fall

Fig. 1: European consumer confidence is in free-fall Fig. 2: Firm output expectations in continuous decline

Chart 2: Euro-zone Composite PMI New Orders
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Natural gas storage has filled up ahead of expectations and cooled prices « . CAPITAL
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High and broadening inflation has prompted another 75 bps rate hike from the ECB ", CAPITAL
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China: Zero-COVID strategy continues to hamper the economy CAPITAL

Fig. 5: Tourism trips and revenues are still way below pre-pandemic levels

Cities with high/mid-risk districts account for 47% of GDP

0 % % change from pre-pandemic level = Tourism trips
A0 A0 m Tourism revenues
GDP share of cities with high/mid-nsk districts® —» 0
Oct.28!
47%
40 40 -10 -
_20 4
30 30
-30 -
20 20
-40 -
10 10 -50
New risk district
definition -60 -
0 0
a2l Apr21 Juk2 Oct-21 Jam22  Apr-22 Juk2?  Oct-22

*Definitions of high/midfow risk districtswere changed bythe governmentin late June CNY holiday Qingming  Labour Day Dragon Mid-Autumn National Day

(31 Jan-6 (3-5 Apr) (30 Apr-4 Boat (3-5 Jun) (10-12 Sep) {1-7 Oct)
Feb) May)

a Birla Sun Life AMC Ltd. Source: Goldman Sachs, Nomura




Chinese house prices, sales and starts all falling CAPITAL

Percent mom, annualized, sa Percent mom, annualized, sa Chart 7: New Home Sales & Starts (sqm mn, 12m ave)
60 60
- "‘ ."'i Average hnu.sing price in the primary market | - 160 - —Sales r 160
i B w1 CRy @VErage ol ——Starts -
40 - oo 40 I
Py
oy
0 Y 30 120 A - 120
oy
20 - 20 100 - - 100
10 1 - 10
80 - Bars mark periods when [ 80
0- - 0 sales rebounding but
- ) starts still declining i
_2[] | ! -2[] 40 T T T T T T T T T T T T T T T 40
14 15 16 17 18 19 20 21 22 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 2

Source: Goldman Sachs, JP Morgan




China: Inflation remains low

Chart 1: Consumer Prices (% y/y)

Chart 3: Producer Prices
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Development goals announced by Xi Jinping at the 20 Party Congress CAPITAL
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China Q3 GDP growth above expectations but forecasts have been downgraded
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Figure 1: Summary of growth indicators
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Retail sales 3.5 -4.6 3.3 3.5 12.5

Figure 2: Quarterly growth rates of investment components
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Status of economic recovery evident in high frequency indicators... “'w CAPITAL
Jefferies India Recovery Tracker points towards strong underlying recovery PMIs continue to be in expansionary zone
Jef India Recovery Tracker (JRT) 680 Expansion
; N\ ,\/\ f’\_,-\
=/' ~— "'\‘ ,-/ \ /\/‘\ 1 \/
50 ~—
£ 40 Services PMI
f 30 Manufacturing PMI
_g 20
F Contraction
- 10
50.0
TR IRERRERREAINTIREARESARAANAAANAANA 0 ' ' ' ' ' ' ' '
8223322888588 82%838322§82488a838238383322§838 Sep-18 Mar-19  Sep-19 Mar-20 Sep-20 Mar-21  Sep-21 Mar-22  Sep-22
----- Jef India Recovery Tracker (JRT 7 per. Mov. Avg. (Jef India Recovery Tracker (JRT,
September GST Collections sees sequential rise in momentum Credit Cards Spends (cumulative) from start of Navaratri up
46% YoY - strong demand pickup in the festive season
GST collection (Rs bn) 200
1600 | WEEGST (Rs bn) vs. 2019 (RHS) g 1477 900 R ba
400 ' . ﬁ Coutit card spanding cuslativ - 2021
1200 O e (i £ ] paiacinig Cuihii Lt - 2022
500
1,000 100 00
800 300
200
400 o
ThHeYTYw RS IR ERRER AN
200 0 ggggggggghihhihiihiiﬁh
Mar20 Jun20 Sep20 Dec20 Mar2l Jun2l Sep21 Dec21 Mar22 Jun22 Sep22 d8&888888&84a888

Aditya Birla Sun Life AMC Ltd. Source: AXIS, MS, Jefferies



Agri economy without major disruptions, Kharif production estimates tad below FY22

Lakh tonmes
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Cumulative rainfall above average, but some areas deficient in rains
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Stock, Procurement & Buffer Norms —Rice comfortable, Wheat below buffer level
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Uneven rainfall in rice producing areas causes rice production
degrowth as per advance estimates

Crop

Foodgrains
Rice
Mutri/Coarse Cereals
- Jowar
-Bajra
-Maize
- Ragi
- small Millets
Pulses
-Tur
-Urad
- Moong
- Other Kharif Pulses
Oilseeds
- Groundnut
- Castor seed
- Sesamum
- Miger seed
- Soyabean
- Sunflower
Sugarcane
Cotton £
Jute & Mesta# #

Kharif Season Production (MT)

2021-22 adv. est. (4th)
1560
1118

339
146
.6

225
17
04
8.4
43
19
15
0.6

239
8.4
146
0B
0.0

13.0
01

4318
31.2
10.3

2022-23 adv. est. (1st)
1499
1050

366
1.7
2.8

231
1.6
0.4
8.4
3.9
138
18
0.2

2356
8.4
1.5
0.6
0.0

129
0.1

44630
342
101

Growth (%)

-3.9
-6.1
18
6.3
14
21
-3.9
135
00
-10.4
-3.2
18.2
43.5
-1.3
-0.1
-6.4
-16.8
-11.58
-0.8
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-22
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...With prospects for Rabi crop good ' CAPITAL

Availability of fertilizers above requirement levels

260.8

Good reservoir levels supportive for rabi crop prospects E
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However, it's a mixed recovery.

ADITYA BIRLA
» V'« CAPITAL

Industrial Production Index surprised to the downside And flight traffic moderated at margins and remains below Pre-Covid Levels

JefData | IN Flight Activity Index
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Future expectations

Consumer confidence

s CUrTENt

— Expectation for next quarter

Industrial outlook survey

s Current assessment
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Labour market conditions steadily improving ADITYA BIRLA

CAPITAL

Unemployment rate near Pre-Covid levels Rural Wage Growth remain range-bound, Rural Farm Wage picked up

e Unemployment Rate — Rural Wage

20% e Rural Farm Wage
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Labour Force Participation Rate continues to track below pandemic levels Robust growth trend in quarterly proxy data being tracked
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CPl remains at elevated levels E[KTEWRLE

Headline CPI rose to 7.4% in September With majority of the basket still exhibiting high inflation
—— G e— e e—Core Core CPI Inflation Weightage (%, weightage)
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CPI rise driven by domestic factors in this print, gradual fall in WPI being witnessed CAPITAL

Core CPI rose mainly due to Housing

Personal Care
Pan, Tobacco
Transport, Comm
Education

Health

Housing

Clothing
Recreation |
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0% 2% 4% 6% 8% 10% 12%

OAug-22 MSep-22

WPI Inflation softened to 18-month low of 10.7%YoY in Sep from 12.45% YoY in
August driven by reduced impact from fuels and manufactured items
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Sharp increase witnessed in cereals, veggies, spices

Vegetables
Spices
Cereals

Snacks, Meals
Mk, Products
Fruits
Beverages
Pulses

Eggs, Medt
Sugar

Oils, Fats

OAug-22 mSep-22

L

L)

%o 5% 10% 15% 20%

High inflation items in WPI basket are gradually falling every print
WP basket breakdown (697 items)
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While RBI continued its journey of steep rate hikes to combat inflation CAPITAL

9 — India Repo rate GDP Forecast Inflation Forecast
Sep'22 | Aug'22 Sep'22 | Aug'22

: Actual| 1QFY23 135 16.2 1QFY23

7 2QFY23 6.3 6.2 2QFY23 y & 7.1

. 3QFY23 4.6 4.1 3QFY23 6.5 6.4
4QFY23 4.6 4.0 4QFY23 58 5.8

> FY23 7.0 72 FY23 6.7 6.7

4 1QFY24 | B 6.7 1QFY24 5.0 5.0

$100 in H2 FY23 (Indian basket)
. = g 2 5 LB o= S o 94 9 = o= Mom o= 5 8 H broadly balanced evenly balanced
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Weak exports and steady elevated imports leading to worsening trade deficit "'« CAPITAL

Exports have been weak in recent months, NONG exports largely flat
Imports have remained steady at elevated levels

Non-oil Trade deficit has been hit due to external factors
MNon- Mon-0il
Trade Qil Qil Gold gold Maon-zil |trade
55 bn Exports |Imports |balance |Exports |Imports |Met Qil |imports |imports |exports |balance |balance 5.0
09-2022 326
0E-2022 33.9
2002 % 0.0 Trade balance (US$ bn)
D6-2022 424
05-2022 39.1 63.3| -4z ES 19.2 107 6.0 -135 75 -5.0
04-2022 39.7 60.3|  -206 7.9 201 127 17 -E3 -6.6
032022 #a6| 631|185 98] 211 113 10 72| 61 -10.0
02-2022 37.2 559  -187 6.9 15.8 ED 48 09 -5.1
01-2022 35.2 526 -17.3 45 124 7. 24 378 307 -85 7.2
12-2021 39.3 603 -211 6.E 16.5 97 47 39.1 325 -113 -6.6 -15.0
11-2021 318 530  -212 55 14.2 B7 43 346 263 -125 -B.3
10-2021 357 536 -17.8 5.4 12.3 5.9 5.1 36.3 304 -110 -5.9 -20.0
09-2021 33.8 563  -225 5.2 16.8 116 5.1 344 86| -109 5.8
08-2021 33.4 asi1| 117 47 94 48 6.7 28.9 8.7 -6.9 0.7 50
07-2021 35.5 461  -106 5.8 12.4 5.6 43 295 297 41 0.1
D6-2021 325 471 95 40 10.7 5.7 10 30.5 8.5 -29 -19
05-2021 32.3 38.8 -6.5 5.3 95 432 07 287 7.0 -2.4 -1.7 -30.0
04-2021 30.8 460 -153 36 10.8 7.1 6.2 29.0 7L B2 -19
03-2021] 353 489] 136 36 103 57 85 301] 316 70 15 35.0
02-2021 7.6 a7 131 25 9.0 5.6 5.3 26.4 5.2 -6.6 -13 5 ¥ g 9 2 o84 o & v o9 N ®x 9 9 o
01-2021 7.5 az0] 145 21 94 7.3 40 28.6 5.4 72 -3.2 S 9 g ¢ ¢ §g 8 ¢ ¢ g ¢ ¢ ¢ g @
12-2020 272 429 45 288 249 -84 -3.9 a6 666 66066 6 6 6 6 6 a6
11-2020 23.6 33.8 3.0 245 771 5.4 -2.4
10-2020 249 34.1 15 5.6 23.4 47 57
09-2020 7.6 30.3 0.6 239 24.0 05 0.1
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...Widening trade gap leading to higher CAD ADITYA BIRLA

'« CAPITAL

Widening gap in trade momentum Current Account Balance seen widening further

External trade YoY indexed (2019 = 100)
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Import dependence on crude at elevated prices forced FX reserves to come off peaks . . CAPITAL

Elevated crude prices and energy import dependence distorting country’s
external balances

FX reserves have come off peak levels, import cover falls to ~¥9 months
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Prudent FX reserves drawdown has eased volatility and supported FX

v ADITYA BIRLA
. CAPITAL

While USD has strengthened majorly this year, INR has been relatively well behaved and has depreciated to a lesser extent vs USD

Last Price
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Source: Bloomberg
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Credit growth picked up across segments

Bank Credit growth improved to 17.9% YoY, deposit growth improved towards 9.6% YoY
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Credit Growth picked up across segments — Agri (13.4% YoY),
Retail (19.5% YoY), Industrials (13.4% YoY), Services (17.2% YoY)
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...while RBI continues removal of liquidity and balance sheet reduction CAPITAL

"« CAPITAL
Balance sheet change since Mar 2022 % 11000 Banking system liquidity, INR cr (7 day average)
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Rotation to T-bills as Terminal FFR futures flirting with 5% CAPITAL

. Disorderly drop in bank d its N . _— .
e UST 2yr of ~4.5% at 280bp$ premium over Uggor:mgrc:;’l':::lk?i:po;fso(séhdchange,Sbn) UST 2Y yield now 280bp higher than SPX dividend yield

.. . US 2Y Treasury Yield and S&P500 dividend yield
SPX dividend and FFR terminal rate 2500
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Fed Pivot some distance away, but triggers emerging « Uw CAPITAL

Only two metrics at levels normally seen when Fed panics/pivots/eases after market/macro pain...volatility

Fed capitulationwatch US real estate market cooling rapidly

3m/3m changein US house priceindices (%)

Dotcom GFC EuroDebt  Trade War 6.0% ——Case Shiller IS National Home Price Index. 3maf, SA
Dec'00- Aug'07- Crisis (Feb'18- covip FedPivot to [ ——— FHFA US House Price Index, 3mah, SA
Dec'01 Mar'09  Jul'l1-Apr'12  Jan'19) Mar-Apr'20 Rate Cuts? [RRE

Initial unemployment claims (000s) 517 665 409 241 5,946 228 X H0%

US unemployment rate (%) 42 83 9] 42 130 36 X fg:

ISM manufacturing PMI 408 345 514 549 416 509 X oo K ™

CPl core y/y, NSA (%) 28 25 23 24 21 66 X o V

US IG credit spreads (bp) 204 622 266 266 401 171 X -20%

US HY credit spreads (bp) 1,025 2,147 894 894 1,087 531 X 30%

CBOE Volatility Index (VIX) 336 599 430 254 535 v 0%

ICE BofA MOVE Index 1389 2140 107.2 666 839 & v e e e w0 w04 06 08 0 2 6 18 20w
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Inflation shock continues Food price inflation YoY%

UK Confidence Crisis, EU Energy Crisis

U.K. 30 Year Gilt

* At 44 days long tenure, Liz Truss now the shortest

serving UK PM.

* Appointment of new PM perceived to
improve fiscal credibility with clearer stance
of fiscal tightening after uncertainty under
PM Truss (GBP45bn tax cuts announced
earlier rolled down to GBP13bn along with
promise of scaling back energy price freeze).

* Additional contractionary measures such as
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budget considering gaping fiscal hole given
Active QT to begin from 310ct as planned.
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* Transition to contractionary fiscal policy also

means BoE may reduce its degree of Natural gas prices in Europe (TTF spot, EUR per MWh) : ;
haWkiShneSS, Implylng IOwer terminal rate. The movelowerin gas prices as storage filled may not last, but could slow the debate on EU joint action bE:m area financials CDS spmad
350
* ECB takes path of policy normalization 0 3251
: . 275
* Lower natural gas prices perhaps resulting in 20 .
lack of joint EU response to energy crisis 200 75 .
150
* ECB has cranked up the QT commentary . 125 -
50 75 4
O 25 T T T T T
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Leaning towards ‘Security’' than ‘Development’: Not inspiring much investor confidence!

* President Xi secured a third term, while new Politburo Standing Committee members are longstanding Xi allies; further consolidating
power. Personnel change expected at all levels of Govt, including Premier, PBOC and CBIRC.

* Opening report reiterated “Development is the top priority for the Party”, however reference to ‘Security’ was more number of times
than to ‘Development’.

* Report contains nothing new about Zero-covid policy or policy stimulus.

e 2035 Growth Target: China’s GDP per capita should reach that of a “medium level developed country”, which may be interpreted as
doubling of 2020 GDP per capita in turn implying annual growth rate of 4.5%-5% in 2021-2035 — this could be a challenge given the
current headwinds i.e. property sector stress, aging population and US-China tension.

* Further report mentioned ‘Housing is for living, not for speculation’, while Xi didn’t mention anything to this effect in his speech.

* In regards with 2060 target of becoming carbon neutral, Xi mentioned that China would not stop burning fossil fuels until clean energy
sources can reliably replace them.

» Geopolitical risks expected to remain, as Xi emphasized that reunification “will definitely be achieved” — peaceful route preferred
though will not rule out using force.

Aditya Birla Sun Life AMC Ltd. 50



EM Corporate Default Rate running high, led by RU/UA/CN RE . . CAPITAL

* EM corporate default rate remains elevated in 2022YTD, however concentrated in
. . . . . China property default rate reached 43% YTD bringing China HY default rate to 22%
Russia, Ukraine and China RE. EM corporate default rate in 2022 is expected to - e : - ot

surpass that seen in GFC » m—C1ina ex-oal estate default volume
China real estate dofaull volume b 40%

* China RE formed 83% of default volumes in 2021 and is 59% in 2022. In addition, “ e Dt rae (China HY)
Russia and Ukraine credits are responsible for 38% and 4% of 2022 defaults, ====Dolackirale (China HY reel sstak) oo

ajes ynejaq

respectively. g
* However, without the China RE, Russian and Ukrainian credit, EM corporate -
default rate YTD is just 1.2% (vs 10.3% including RU/UA/CN RE). This is not very

et A b 08
different from DM markets where the default rate is 1.5% for US HY and 0.3% for BEEE8EEE5EE885885885838¢888¢E
European HY Source (both tables) J P Mongan, Note: defaull rates are par weighted and exchide 100% quass sovereigns. &

0 0 2 H H
2022 EM corporate default rate reached 10.3% or 1.2% ex. idiosyncratic segments ESiiiii it 08 Eimowe. Eill comorite didiill waibe

2020 2021 2022YTD 2022F remain not far from DM levels
Overall ex.” Overall ex.’ e :ﬁtllan Amenca :;’};;;rgg; & Afnca
Asia 34%  132%  134% 0.9% 128%  1.6% -, TP Y ——H
EM Europe 3.3% 0.0% 21.7% 0.3% 220%  1.7%
Latin America 4.4% 2.5% 2.2% 2.2% 3.2% 3.2% 1o
Middle East & Africa 2.1% 0.0% 0.0% 0.0% 0.8% 0.8% i
Global EM corp HY 3.5% 74% 10.3% 1.2% 10.7%  2.0%

Source: J.P. Morgan. Note: Default rates are par weighted and exclude 100% -guasi-sovereigns. ex * RU/UA/CN RE.
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EM funds outflows take a breather CAPITAL

* With rising USTs and increased volatility, EM debt funds continue to witness 80 - Flows into MM funds (weekly, USD bn)
broad based outflows led by LCY Debt funds, esp CNY. However, HCY Debt 60 - S MM
outflows have paused. 40 - = Europe MM
* EM equity fund flows though in red saw inflows in ETFs, largest since Apr with 90 - | .
hope of “peak USD”; CNY and KRW equities face outflows following US Govt’s . B —
semiconductors chip ban. ” ] . I -
* US HY flows spiked as investors return to credit on “Peak yields” “ .
* Flows into MM funds persist .
24-A 07-S 215 05-Oct 19-Oct
Weekly Cross-Asset Flows USD billion "9 * % ‘
Asset Bw flows (8w ago — current)  This wk YTD “Peak yields” bring investors back to Credit...
EM Bonds and Equities ™ .- -2.1 -81.6 Credit flows: weekly vs 4-wk moving average (S bn)
EM Bonds T T - AT -82.9 0
Hard Cey Dl L 0.5 433 B (G + HY bond flows (Sbn) ==+ HY bond flows 4-week MA (Sbn)
Local Cey* T .- 1.1 -40.6
w o.w. EM ex-China T T g -0.6 -20.4
L_% o.w. China ST ETETEn -0.5 -18.9
= EM Equities === -0.4 1.3
T USHG — -m— 28 -63.8
US HY — —— 4.0 -46.1
Global Equities -_———— e — == 20.3 104.7
EM Bond and Equity ETFs - - ™ 1.6 3.2
EM Bond ETFs ==, 0.0 A1.7
FM Fruity FTFs -_————— — - 16 459 R - . - . . -
Men-resident EM flows® m T -— 1.0 -T4.4
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Asia x-) USD Bond Market - CAPITAL

* Asia ex-J Bond Yields and Spreads continue to rise as Asia HY bonds get hammered
* JACI-India USD bonds see widening in spreads, still below July peak however the JACI-HY spreads are at YTD peak
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Indian USD bond complex ' CAPITAL

* Yields continue to rise along with UST benchmark yields though supply remains muted as issuers enjoy more competitive yields onshore
* HY bond spreads have risen over past month, though spreads of IG names have been flat or marginally lower

Indian IG USD Bond Spreads (in bps) Indian HY USD Bond Spreads (in bps)

Aditya Birla Sun Life AMC Ltd. Source: JP Morgan, Bloomberg
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Sovereign Yield Curve — Levels and Steepness . CAPITAL

i VS a
Central Government State Govt.
Sovereign 2Y 3Y 5Y 10Y
31st March 21 4,54 4.90 5.71 6.18 6.72
30th April 22 5.49 6.22 6.68 7.14 7.33
29th July 22 6.45 6.77 7.07 7.32 7.54
29th Aug 22 6.55 6.85 7.00 7.22 7.38
8.00 231 Sep 22 7.10 7.25 7.38 7.40 7.50 7.9
30th Sep 22 7.10 7.22 7.32 7.40 7.51
31st Oct 22 7.00 7.32 7.34 7.42 7.47
7.50 7.7 775
736 7.37 737 740 )
7.50 7'25 / . 5
7.10 )
7.00
7.00 6.85 7.3
6.43 7.1 7.23
6.50
0.42 6.9
6.00 .
000 015 910 0315 o011 001 o000 003 10 '
cso B =m B e " ° —— W s
3M 6M 1Y 2Y 3Y 5Y 6Y 8Y 10Y 14Y 1Y 2Y 3Y 5Y 7Y 10Y

I Steepness (bps) over prev tenor —Sovereign Yield Curve

Yields have consolidated near the current levels over the last month as expected policy actions are adequately priced in the curves. Yield curves up to
the 3—4 year point continue look attractive on a duration-adjusted basis for investors given the absolute levels. Overall volatile environment, and
potential demand-supply imbalance can possibly cause pressure at long-end of the yield curve in H2 FY 23.

Aditya Birla Sun Life AMC Ltd. Source: ABSLAMC Research

Latest data for the curves is as of 315t Oct 2022, ABSLAMC Research
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0IS Curve Movement . CAPITAL
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OIS market is now pricing in a 7% overnight rate by March 2023. Rate hike expectations are now pricing a full front loading till March
23 and thereafter a higher for longer policy.

Aditva Birla Sun Life AMC Ltd. Source: Bloomberg, Reuters Eikon, ABSLAMC Research 57
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AAA

Corporate / PSU Curve
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HDFC Ltd.
8.10
8.00
7.90
7.90 781 7.83
7.80
7'70 7_66/
7.60
7.50 0.15 0.02 0.07
1Y 2Y 3Y 5Y
N Steepness(bps) e AAA HFC
Movement in Rates
NABARD 1Y 2Y 3Y 5Y 10Y
1st April 21 4.00 4.82 5.28 6.07 6.81
31st March 22 4.82 5.37 5.83 6.42 7.05
30th April 22 5.24 5.92 6.31 6.78 7.33
29th July 22 6.70 7.00 7.00 7.45 7.69
23rd Sep 22 7.12 7.35 7.55 7.58 7.62
28t Oct 22 7.58 7.60 7.60 7.63 7.70

Aditya Bi

Latest data for the

rla Sun Life AMC Ltd.

curves is as of 31t Oct 2022
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Fixed Income Funds Portfolio Snapshot (As on 15" October 2022) 8 CAPITAL

Aditya Birla Sun Life Liquid Fund
Aditya Birla Sun Life Money Manager Fund
Aditya Birla Sun Life Savings Fund
Aditya Birla Sun Life Low Duration Fund
Aditya Birla Sun Life Floating Rate Fund

Aditya Birla Sun Life Short Term Fund
Aditya Birla Sun Life Corporate Bond Fund

Aditya Birla Sun Life Banking & PSU Debt Fund
Aditya Birla Sun Life Government Securities Fund
Aditya Birla Sun Life Income Fund

Aditya Birla Sun Life Credit Risk Fund

AditipcBBlal Susiusifd KR AINGC Ltd.

Modified
Duration (Years)

0.10
0.36
0.46
0.65
0.57

1.40
1.48

1.90
2.85
2.32
1.59

YTM (%)

6.53
7.13
7.34
7.42
7.37

7.74
7.71

7.44
7.54
7.34
8.30

Current Asset Class Distribution
(As on 15t September 2022)

Sovereign and Al+ rated
Sovereign and Al+ rated
>90% in Sovereign, AAA and Al+
>90% in Sovereign, AAA and Al+
100% Sovereign, AAA and Al+

>90% in Sovereign, AAA, AA+ and Al+
>95% in Sovereign, AAA and Al+

>95% in Sovereign, AAA and Al+
100% Sovereign
100% Sovereign and AAA
Credit Risk Fund
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Fixed Income Funds Portfolio Snapshot — Debt Index Funds

Modified
Duration
(Years)

Aditya Birla Sun Life CRISIL AAA June 2023 Index Fund 0.55

Aditya Birla Sun Life CRISIL SDL Plus AAA PSU Apr 2025 1.99
60:40 Index Fund

Aditya Birla Sun Life Nifty SDL Plus PSU Bond Sep 2026 2.97
60:40 Index Fund

Aditya Birla Sun Life CRISIL SDL Plus AAA PSU Apr 2027 3.38
60:40 Index Fund

Aditya Birla Sun Life NIFTY SDL Apr 2027 Index Fund 3.38

Aditya Birla Sun Life Nifty SDL Sep 2025 Index Fund 2.27

Aditya Birla Sun Life CRISIL IBX GILT April 2026 Index 2.87
Fund

Aditya Birla Sun Life CRISIL IBX 50:50 GILT Plus SDL April 4.11

2028 Index Fund

YTM (%)
(As on 15t
Oct 22)

7.36
7.57

7.68

7.69

7.67
7.61
7.46

7.57

Aditya Birla Sun Life CRISIL IBX GILT April 2029 Index Scheme Allotted post
Fund 15t October 2022

YTM (%) of
Underlying Index
(As on 30t Oct 22)

7.40
7.54

7.56

7.61

7.55
7.43
7.38

7.61

7.54

4 ADITYA BIRLA
w V'w CAPITAL

Current Asset Class Distribution
(As on 15t October 2022)

AAA and Sovereign
Sovereign (G-Sec + SDL) and AAA PSU

Sovereign (G-Sec + SDL) and AAA PSU
Sovereign (G-Sec + SDL) and AAA PSU

Sovereign (G-sec + SDL)
Sovereign (G-sec + SDL)

Sovereign (G-sec)
Sovereign (G-Sec + SDL) and AAA PSU

Sovereign (G-sec)

B Blar| SubiLifd Kis ANAC Ltd.
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Horizon

1 - 3 Months Aditya Birla Sun Life Savings Fund and Aditya Birla Sun Life Money Manager Fund

3 Months + Aditya Birla Sun Life Low Duration Fund

6 Months + Aditya Birla Sun Life Floating Rate Fund and Aditya Birla Sun Life CRISIL AAA June 2023 Index Fund

9 Months + Aditya Birla Sun Life Banking & PSU Debt Fund
1 Years + Aditya Birla Sun Life Short Term Fund, Aditya Birla Sun Life Corporate Bond Fund
3 Years + Aditya Birla Sun Life Government Securities Fund, Aditya Birla Sun Life Income Fund,

Aditya Birla Sun Life Debt Index Funds and Aditya Birla Sun Life Credit Risk Fund

tcB Biar| Suburifd il AINAC Ltd.
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Disclaimer U CAPITAL

Aditya Birla Sun Life AMC Ltd (“ABSLAMC") /Aditya Birla Sun Life Mutual Fund is not guaranteeing/ offering/ communicating
any indicative yield/returns on investments. The sector(s)/stock(s)/issuer(s) mentioned in this presentation do not constitute
any research report/recommendation of the same and the Fund may or may not have any future position in these
sector(s)/stock(s)/issuer(s).

The document is solely for the information and understanding of intended recipients only. If you are not the intended
recipient, you are hereby notified that any use, distribution, reproduction or any action taken or omitted to be taken in
reliance upon the same is prohibited and may be unlawful. Wherever possible, all the figures and data given are dated, and
the same may or may not be relevant at a future date. In the preparation of the material contained, ABSLAMC has used
information that is publicly available including information developed in-house. Information gathered and material used in this
document is believed to be from reliable sources. Further the opinions expressed and facts referred to in this document are
subject to change without notice and ABSLAMC is under no obligation to update the same. While utmost care has been
exercised, ABSLAMC or any of its officers, employees, personnel, directors make no representation or warranty, express or
implied, as to the accuracy, completeness or reliability of the content and hereby disclaim any liability with regard to the
same. Recipients of this material should exercise due care and read the scheme information document (including if necessary,
obtaining the advice of tax/legal/accounting/financial/other professional(s) prior to taking of any decision, acting or
omitting to act. Further, the recipient shall not copy/circulate/reproduce/quote contents of this document, in part or in
whole, or in any other manner whatsoever without prior and explicit approval of ABSLAMC.

MUTUAL FUND INVESTMENTS ARE SUBJECT TO MARKET RISKS, READ ALL SCHEME RELATED DOCUMENTS CAREFULLY
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