
 
 

RBI Mid Quarter Policy - Review & Implications  
 

Highlights: 

 

 All rates (repo, reverse repo, CRR, SLR) kept unchanged 

 Commitment to do OMOs to address higher than threshold liquidity deficit. However, no explicit calendar for OMOs as 

expected by sections of the market. 

 

The RBI‟s tone is now decidedly dovish with explicit concerns with respect to growth, especially in context of a deteriorating global 

environment. It cites various indicators like falling IIP and investments growth, as well as declining pricing power with corporates On 

inflation, while non-food manufactured inflation remains elevated, momentum indicators are showing continuing signs of moderation. 

Concerns on fiscal deficit remain, however, and the RBI notes that likely slippage on the same has inflationary expectations. With 

regard to money markets, while the central bank observes that there are no significant signs of stress, in view of the fact that LAF 

borrowings are persistently above RBI‟s comfort zone, further OMOs will be conducted as and when seen to be appropriate. 

 

Implications: 

 

The RBI has officially flagged a reversal in monetary policy stance by its explicit guidance that „from this point on, monetary policy 

actions are likely to reverse the cycle, responding to risks to growth‟. We would like to reiterate our view that we expect the first 

rate cut in the half year starting April 2012; with the risk that a rise in global uncertainties may bring forward that action. With the 

change in stance now underway, CRR as a tool for money infusion may re-enter RBI‟s consideration set; apart from OMOs.  

 

November was most likely the last print above 9% in the current inflation trajectory; with December likely to bring a number lower 

than 8% given falling primary articles‟ prices and the substantial base effect from here on. Barring a new commodity shock, inflation 

looks set to comfortably fall to below the RBI‟s expectation of 7% by March. This should allow the central bank the desired headroom 

to act in favour of growth going forward. 

 

Even as signs of relief on monetary policy become definitive, concerns on the fiscal side continue to rise. It is likely that the 

government may make an official acknowledgement of deficit breach over the next month or so. December quarter advance tax 

collections are likely to be a critical input into this assessment. At the time of writing, media reports suggest there has been virtually 

no growth in tax collections over same quarter last year. Hence, it is likely that bond supply to the mid – long end of the curve will be 

substantial in the quarter going forward. This may be partly due to excess borrowing from the central government, and partly owing to 

more borrowings from state governments as well given slowdown from receipts under small savings, among other things.  

 

We think conditions are falling in place for the yield curve to steepen over the next 6 months or so. Shorter end rates may be quicker 

to react to falling growth and change in RBI stance, whereas long term rates, though likely to maintain an easing bias over the medium 

term, may still have to face headwinds from excess bond supply as fiscal pressures mount. 

 

In the context of the above we reiterate our following product recommendations and also reiterate the urgency to participate 

sooner rather than later given the mounting opportunity costs of delaying participation 

 

 

 IDFC Super Saver Income Fund-Short Term- Is a Short Term Income Fund, the portfolio is a mix of short duration 

corporate bonds and money market instruments. The residual maturity of any instrument bought will not ordinarily exceed 3 

yr. Average portfolio maturity will not ordinarily exceed 24 months.  

 

 IDFC Super Saver Income Fund-Medium Term- Is a fund in the short to medium term income category. The portfolio is a 

mix of good quality debt instruments including corporate bonds and money market instruments. The fund shall invest upto 

75% in corporate bonds with 2 – 5 years residual maturities.The fund strategy states that it can take upto 25% exposure 

in Government Securities of not more than 11 years tenor, subject to fund manager‟s view.  This upto 25% will be invested in 

gilts opportunistically ( The same will be parked in upto 1 yr bank CD‟s if the fund is not running any gilt positions). The 

overall average maturity of the fund will ordinarily not exceed 4 years. The fund will endeavor to maintain its objective to 

generate stable long term returns through a mix of accrual income and capital appreciation.  

 
 

 



 
 

 

 

 

 

 IDFC Dynamic Bond Fund- Is positioned in the income fund category to take exposure across the curve depending upon 

the fund manager‟s underlying interest rate view where we employ the majority of the portfolio. The fund plays the trade of 

the season which we think will sustain for a longer period of time. The fund will move dynamically between cash, 

government bonds, money market and corporate bonds to optimize performance. However, a part of the fund can be used to 

opportunistically play trading opportunities. 

 

 IDFC Super Saver Income Fund-Investment Plan- Is a long income fund, run slightly passively, the fund is predominantly 

invested in a mix of corporate bonds and government bonds. The fund will actively monitor the dynamic interest rate and 

credit spread environment to optimize performance.  

 

 

 

 
Disclaimer: 
 

The Disclosures of opinions/in house views incorporated in this document is provided solely to enhance the transparency and should not be treated as endorsement of 

the views expressed in the report. This information is subject to change without any prior notice. The Company reserves the right to make modifications and alterations 
to this statement as may be required from time to time. The recipient should take this into account before interpreting the document. This report has been prepared on 

the basis of information, which is already available in publicly accessible media or developed through analysis of IDFC Mutual Fund. Neither the IDFC Mutual Fund / 

Board of Trustee/ IDFC Asset Management Co. Pvt. Ltd nor IDFC, its Directors or representatives shall be liable for any damages whether direct or indirect, incidental, 
special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information. 

 

Risk Factors: Mutual Funds and securities investments are subject to market risks, reinvestment risk, changes in political, economic environment and government 
policy and there is no assurance or guarantee that the objectives of the Scheme/s will be achieved. The NAV of the Scheme/s can go up or down depending on factors 

and forces affecting the Securities Market including fluctuation in interest rates, trading volumes and reinvestment risk. Past performance of the Sponsor/AMC/Mutual 

Fund is not necessarily indicative of the future performance of the Scheme/s and may not necessarily provide a basis for comparison with other investments. IDFC 
Super Saver Income Fund - Investment Plan (IDFC - SSIF-IP), IDFC Super Saver Income Fund - Medium Term (IDFC-SSIF-MT), IDFC Super Saver Income Fund - 

Short Term (IDFC-SSIF-ST), IDFC Dynamic Bond Fund (IDFC – DBF) are names of the Schemes and do not in any manner indicate either the quality of the Schemes, 

their future prospects or returns. The Sponsor or any of its associates is not responsible or liable for any loss resulting from the operation of the Schemes beyond the 
corpus of the Trust of Rs. 30,000/-. Terms of Issue & Load Structure: IDFC-SSIF (IP), IDFC-SSIF (MT), IDFC-SSIF (ST), IDFC-DBF: During the continuous offer the 

AMC calculates and publishes NAVs and offers for sale and redemption of units of the Scheme on all Business days . Entry Loads – Nil for all the schemes. Exit Load - 

IDFC-SSIF Investment Plan (IP) – Plan A Plan B, plan C & Plan F - 1% of NAV on investors who purchase / switch and seek to redeem / switch out such investments 
within 365 days from the date of effecting such purchase / switch in. Investors opting for PEP / Dividend reinvestment option / SWP or switch between options within 

the plan will not be levied an exit load. IDFC –DBF (Plan A & Plan B):-Nil, IDFC-SSIF Medium Term Plan (MT) Plan A , Plan B& Plan F: 0.25% of NAV on 

investors who purchase / switch and seek to redeem / switch out such investments within one month from the date of effecting such purchase / switch in. Investors 
opting for PEP / Dividend reinvestment option / SWP or switch between options within the plan will not be levied an exit load(w.e.f July 25, 2011). IDFC-SSIF Short 

Term Plan (ST) – Plan A, B, C, D & F: 0.50% of NAV on investors who purchase / switch in and seek to redeem / switch out such units within 6 months from the date 

of effecting such purchase / switch in. Investors opting for PEP / Dividend reinvestment option / SWP or switch between options will not be levied an exit load. (with 

effect from March 01, 2011) Investment Objective: IDFC - SSIF-IP: Seek to generate stable returns by creating a portfolio that is invested in good quality fixed income 

and money market securities. However there is no assurance that the investment objective of the scheme will be realized. IDFC – DBF: Seek to generate optimal returns 

with high liquidity by active management of the portfolio; by investing in high quality money market & debt instruments. However there is no assurance that the 
investment objective of the scheme will be realized. IDFC-SSIF-MT: Seek to generate stable returns with a low risk strategy by investing in good quality fixed income 

securities and money market securities. However there is no assurance that the investment objective of the scheme will be realized. IDFC-SSIF-ST: Seek to generate 
stable returns with a low risk strategy by investing in good quality fixed income securities and money market securities. However there is no assurance that the 

investment objective of the scheme will be realized. IISL Disclaimer: “S&P®” and “Standard and Poor‟s®” are trademarks of the McGraw-hill Companies, Inc. 

(“S&P”), and have been licensed for use by India Index Services & Products Limited in connection with the S&P CNX Nifty Index. “The Product is not sponsored, 
endorsed, sold or promoted by India Index Services & Products Limited ("IISL") or Standard & Poor's, a division of The McGraw-Hill Companies, Inc. ("S&P"). 

Neither IISL nor S&P makes any representation or warranty, express or implied, to the owners of the Product or any member of the public regarding the advisability of 

investing in securities generally or in the Product. Please read the full Disclaimers in relation to the S&P CNX Nifty Index in the Offer Document / Prospectus / 
Information Statement." Statutory Details:  IDFC Mutual Fund has been set up as a trust by Infrastructure Development Finance Company Limited (IDFC) (liability 

restricted to corpus of Trust of Rs. 30,000) with IDFC AMC Trustee Company Ltd as the trustee and IDFC Asset Management Company Ltd as the investment manager. 

Investors in the scheme(s) are not being offered any guaranteed or assured rate of return.  Copy of Scheme Information Document and Key Information Memorandum 
along with application form for all the schemes may be obtained from the office of IDFC Mutual Fund, One India Bulls Centre, 841, Jupiter Mills Compound, Senapati 

Bapat Marg,, Elphinstone Road, (West), Mumbai 400 013. Contact 1-800-226622 for details. 

For details please read the respective Scheme Information Document (SID) (including those of FMPs)/ Offer Document (OD) / Statement of Additional Information 

(SAI) carefully before investing. 

 

 


