di1cici

& PRUDENTIALTS/
MUTUAL FUND
_DEFICIT _ T TARAKKI KAREIN!

TLOOK

INTEREST RATES

gif

The information contained herein is solely for private circulation for reading / understanding of registered Mutual Fund Distributors and should not be circulated to investors/prospective investors.



Y0

é1cici

‘ Global Indices Performance PRUDENTIALYS,

. MUTUAL FUND
" TARAKKI KAREIN!

Returns Performance - May 2022 (%)
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Germany - DAX Index; China - SSE Composite Index; France - CAC 40 Index; Japan - Nikkei; Eurozone - Euronext 100; Hong Kong - HangSeng; US - Dow Jones; Singapore - Strait Times; Russia - RTS Index; Indonesia - Jakarta
Composite Index; U.K. - FTSE; South Korea - Kospi; Brazil - Ibovespa Sao Paulo Index; Indonesia — Jakarta Composite Index; Switzedand — Swiss Market Index; Taiwan — Taiwan Stock Exchange Corporation; India— S&P BSE
Sensex; Data Source: MFI & ACEMF, Returns are absolute returns for the index calculated between Apr 30, 2022 — May 31, 2022. Past performance may or may not sustain in future. FP1 — Foreign Portfolio Investors. MH p)

Explorer is a tool providedby ICRA Online Ltd. For their standard disclaimer please visit http:/Avww.icraonline.com/egal/standard-dis claimer.html
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Returns Performance - May 2022 (%)
10 -

5

5_
11

0 = m

All sectoral indices

-5 - 4 : .
5 5 5 plunged in negative
-10 - % . terrain except Auto &
15 - L FMCG
-20 -
$885858=55%£8 355G
3 S = 5 8 g 3 = 5 = =S
L « £ wm = = £ o 8
@ = S = 2
(28]

All indices are of S&P BSE and carry the prefix of S&P BSE; Abbreviated CD - S&P BSE Consumer Durables; CG - S&P BSE Capital Goods; FMCG - S&P BSE Fast Moving Consumer Goods; HC - S&P BSE Health Care; Infra. -
S&P BSE India Infrastructure; IT - S&P BSE Information Technology, NBFC — Non-banking Finance Companies. Data Source: MFI, ACEMF ; Returns are absolute returns for the TRI variant of the index (except Infrastructure
Index) calculated between Apr 30, 2022 — May 31, 2022; Past performance may or may not sustain in future. The sector(s)/stock(s) mentioned in this slide do not constitute any recommendation and ICICI Prudential Mutual
Fund may or may not have any future position in this sector(s)/stock(s). MFI Explorer is a tool provided by ICRA OnlineLtd. For their standard disclaimer please visit http:/Awwwv.icraonline.convlegal/standard-disclaimer.html. 3
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uity Qutlook:
TAPER TANTRUM 2.0 - Déja Vu

Positive over medium to long term

The information contained butors ana be circulated to investors/prospectiveinvestors.
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JUNE 2022 OUTLOOK - NEAR TERM VOLATILITY
DEJA VU SCENARIO

Equity Markets are expected to remain volatile in near term given asset taper program initiated by the US Fed. The
current scenario reminds one of 2013 where the Fed had initiated asset taper program in the aftermath of GFC
crisis. Factors contributing to our view of near term volatility similar to 2013 include —

N . E—,
N ——

» Fiscal & Monetary tightening by US Fed

* FPl outflows from Indian markets in response to US rate hikes
* INR depreciation

* High Inflation

- RBI rate hikes

However, India fundamentals have improved since 2013 with relatively stable source of flows (FDI), good import
cover, robust tax collections & Govt. reforms. Hence, we remain positive on equities over medium to long term

The information contained herein is solelyfor private circulation for reading / understanding of registered Mutual Fund Dist ributors and should not be circulated to investors/prospectiveinvestors.
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Déja Vu — US Fed Balance Sheet Taper

The current asset taper announced & being executed by US Fed reminisces of Taper Tantrum initiated by
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the Central Bank in the aftermath of Global Financial Crisis (GFC) back in 2013

US Fed Balance Sheet 2008 - 2015 (USD Bn)
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Source — Morgan Stanley Research. QE — Quantitative Easing
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FPIs have remained net sellers in the Indian Equity Market with 8 consecutive month of selling since
US Fed announced its asset taper decision akin to 2013 where FPIs withdrew money on Fed's

announcement to commence asset taper

FPI Equity Flows (Crs) FPI Equity Flows (Crs)
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Source: NSDL, FPI - Foreign Portfolio Investors 7
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Due to FPI selling in 2013, RBI in a bid to stem outflows and manage inflation raised interest rates.
Currently too, amidst high inflation and FPI selling, RBI has begun hiking rates

RBI Repo Rate (%) 2013-2014
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Post asset taper announcement in 2013, INR depreciated sharply against USD.
Currently too, since Oct-21 (taper announcement), INR has depreciated

INR Appreciation/Depreciation INR Appreciation/Depreciation
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TAPER TANTRUM 2.0 -
Indian Economy better placed

The information contained butors ana be circulated to investors/prospectiveinvestors.



@ ‘ Stable Import Cover

Import Cover currently is much better compared to 2013

Import Cover (months) 2013-2014
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FDI Flows which are usually considered as stable flows for an economy is high compared
to 2013 and is on the rise given various structural reforms initiated by the Govt.
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GST Collections have been resilient since economy re-opened and have been a major source of
revenue for the Govt. which is working towards reducing Fiscal Deficit

GST Collections (INR Bn)
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Scheme approved for 13 sectors Banking sector reforms:

t

Deposit insurance, introduction of
interim payments, etc.

T

A

4

National Monetization pipeline,
privatization of Public Sector

Retrospective tax repealed to Enterprises

promote tax certainty
& foreign investment

14

Source - https://www.indiabudget.gov.in/economicsurvey. GDP — Gross Domestic Product
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» Supply chain issues in last 2 years due to dependency on China, uncertain Chinese policies & rising duties on

Chinese products by different countries present India with good export opportunity

= Anti-dumping measures against China
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Source — UBS Research
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* Marginal shift in China export may mean ~20-30% growth for Indian manufacturing space

India & China Share in global trade (%)
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Labour Cost is amongst the lowest

compared to peers in India

Post the pandemic, in a bid to diversify supply chains
from China, some key investment announcements by
global manufacturing include

Wages per employee (in US$, at current prices)
: Investment _ :
China I Compames Time Period
(Rs. bn)
Brazil ] :
. * Gionee
Il i Ninom
. * Alaomi
Mexico | . 12.5 FY16 - FY19
Philippines * Vlideocon
... Vietnam R s " JiviMoble
g Lava 26.2 FY16 - FY22
Indonesia Foxconn 340 FY18 onwards
Bangladesh = Samsung 50 FY18- FY20
1000 3000 5000 7000 9000 11000 Comio Intex 11.5 FY19
2019 = 2018 = 2005 IVoomi 2.5 FY19
Source — Morgan Stanley, Spark Capital Research. The sector(s)/stock(s) mentioned in this slide do not constitute any recommendationand ICICI Prudential Mutual Fund may or may not have any future position in this 16

sector(s)/stock(s).
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* Rising crude oil prices, high inflation, rate hikes and geo-political tensions may keep markets volatile
in near term

* The current market behaviour is currently giving a sense of déja vu wherein certain indicators are
reacting in a similar manner as in 2013 when US Fed initiated taper tantrum post GFC

* Relative to 2013, Indian economy appears to be relatively more resilient with strong core
fundamentals

* Despite expected near term volatility, our medium to long term outlook on equities remains positive

 We continue to remain positive on sectors which are closely linked to economy like Auto, Banks,
Capital Goods, Infrastructure, etc.

* We continue to recommend schemes which have the flexibility to manoeuvre across different Asset
classes, Marketcap & Themes to mitigate expected volatility in near term

The information contained herein is solelyfor private circulation for reading / understanding of reqistered be circulated to investors/prospective investors.
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Equity Valuation index is calculated by assigning equal weights to Price-to-Earnings (PE), Price-to-Book (PB), G-Sec*PE and Market Cap to GDP ratio. G-Sec — Government Securities. GDP — Gross Domestic
Product, Data as on May 31, 2022 has been considered 18
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FIXED INCOME OUTLOOK:
RBI Changing Gears

The information contained be circulated to investors/prospectiveinvestors.
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Hiked Cash
Reserve Ratio

Stopped Injecting
Liquidity

Narrowed LAF
Corridor

Hiked Repo
Rate

Introduction
of SDF

LAF — Liquidity AdjustmentFacility, SDF — Standing Deposit Facility
The information contained be circulated to investors/prospective investors.
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The RBI hiked repo rates to 4.4% in an off-cycle policy meet recently & has begun absorbing excess
liquidity from the system by means of CRR hike

Repo and CRR Rate Movement Banking liquidity (INR bn)
15 | -10000
-9000
6.5 S -8000
= -7000
5.5 o=
= -6000
=
4.5 I £ -5000
Z -4000
[=7)
3.5 ‘ I—' £ -3000
S -2000
2.5 -1000
(Ty) (1] M~ (- <) N (=] — N
< = - v = N N R 0
: & & £ & & § = - S - N
= = = = = = = = : % 3 i
= = = =
—CRR -——Repo Rate = = = =
32

Data as on May 31, 2022, CRISIL Research
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RBI's policy normalization phase is affecting the shorter-end of the yield curve
more compared to the longer-end

- Yield Curve — Gsec (%) g Yield Curve — Corporate Bond (%)
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Data as on May 31, 2022, CRISIL Research
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Term Spreads Compressed Marginally

5 6 due to Rise in Short-term Yields
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Data as on May 31, 2022, CRISIL Research
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KEY TAKEAWAYS =S

 High valuations at the
short-end of the yield
curve have corrected.
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low risk-reward benefit
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to be managed actively
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Data as on May 31, 2022, CRISIL Research
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= \We expect the RBI to intensify its battle against high inflation while putting growth on the back-burner
= \We expect longer-end to remain volatile, but more protective compared to shorter-end

= The burden of the impact will be more visible in the extreme short end of the yield curve.

= \We expect series of repo rate hikes in the upcoming meetings

= 100 bps incremental repo-rate hike expected in CY — 2022

= We expect withdrawal of surplus liquidity from the system and hiking CRR is a strong step towards it
= \We believe floating-rate bonds (FRBs) has the ability to outperform all other fixed-rate instruments

= Investin schemes which takes exposure in FRBs like ICICI Prudential Floating Interest Fund and ICICI Prudential
Savings Fund

The information contained D g g 0 be circulated to investors/prospective investors.
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10
9 Highly Aggressive
8
Aggressive :
1 Our Debt Valuation
6 Index suggests
; caution on high
duration as the
4 interest rates are
3 Cantions expected to
remain volatile
2
1 Very Cautious
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Data as on May 31, 2022. Debt Valuation Index considers WPI, CPI, Sensex returns, Gold retums and Real estatereturns over G-Secyield, Current Account Balance, Fiscal Balance, Credit Growth and Crude Oil Movement for 45
calculation.
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Investing in IPOs without

understanding the business Reacting to temporary under-

performance due to active management

Investing based on past

returns Not giving due respect to valuations

Not opting for debt as a capital
preservation tool 48
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Mutual Fund investments are subject to market risks, read all scheme related documents carefully.

All figures and other data given in this document are dated. The same may or may not be relevant at a future date. The AMC takes no responsibility of updating
any data/information in this material from time to time. The information shall not be altered in any way, transmitted to, copied or distributed, in part or in whole, to
any other person or to the media or reproduced in any form, without prior written consent of ICICI Prudential Asset Management Company Limited. Prospective
investors are advised to consult their own legal, tax and financial advisors to determine possible tax, legal and other financial implication or consequence of
subscribing to the units of ICICI Prudential Mutual Fund. Past Performance may or

Disclaimer: In the preparation of the material contained in this document, ICICI Prudential Asset Management Company Ltd. (the AMC) has used information that is
pub- licly available, including Budget speech and information developed in-house. The stock(s)/sector(s) mentioned in this slide do not constitute any
recommendation and ICICI Prudential Mutual Fund may or may not have any future position in this stock(s). Some of the material used in the document may have
been obtained from mem- bers/persons other than the AMC and/or its affiliates and which may have been made available to the AMC and/or to its affiliates.
Information gathered and material used in this document is believed to be from reliable sources. The AMC however does not warrant the accuracy,
reasonableness and / or completeness of any information. We have included statements / opinions / recommendations in this document, which contain words, or
phrases such as “will”, “expect”, “should”, “believe” and similar expressions or varations of such expressions, that are “forward looking statements”. Actual
results may differ materially from those suggested by the forward looking statements due to risk or uncertainties associated with our expectations with respect
to, but not limited to, exposure to market risks, general economic and political conditions in India and other countries globally, which have an impact on our
services and/ or investments, the monetary and interest policies of India, inflation, deflation, unanticipated turbulence in interest rates, foreign exchange rates,
equity prices or other rates or prices etc. ICICI Prudential Asset Management Company Lim- ited (including its affiliates), the Mutual Fund, The Trust and any of its
officers, directors, personnel and employees, shall not liable for any loss, damage of any nature, including but not limited to direct, indirect, punitive, special,
exemplary, consequential, as also any loss of profit in any way arising from the use of this material in any manner. Further, the information contained herein
should not be construed as forecast or promise or investment advice. The recipient alone shall be fully responsible/are liable for any decision taken on this material.
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