
Review portfolio holdings before
choosing a credit risk fund
SANJAYKUMARSINGH&KARTHIK JEROME

Overthepastyear,creditriskfunds
(regularplans)havedelivereda
categoryaveragereturnof7.45percent.
Thesefundsarerequiredtoallocateat
least65percentoftheirassetsto
corporatebondscarryingbelow-
highestratings.Currently,thereare
fourteenfundsinthiscategory
managingtotalassetsof~23,141.4crore.
Investorsshouldconsidernotjustpast
performancebutalsotheinherentrisks
ofthesefundsbeforeinvestinginthem.

Highaccruals,somecapitalgains
Accrualshavecontributedtoreturns
overthepastyear.“Accrualhasbeena
goodsourceofreturnsgiventhat
interestratehasbeenstagnantand
yieldshavebeenrangebound,”says
ManishBanthia,chiefinvestment
officer(CIO)-fixedincome,ICICI
PrudentialAssetManagement
Company(AMC).

VivekRamakrishnan,fund
manager,DSPMutualFundagrees.
“Higheryieldingbondshavegivengood
carry—9percentplusinsomeofthe
AAandlower-ratednon-banking
financialcompanies
(NBFCs)and8percentplus
inthecaseofcorporates,”he
says.Somegainshavealso
comefromsofteningyields.
“In2023,asinterestrates
headedlower,the
governmentbondsportion
ofcreditriskfundsprovided
capitalgains,”says
Ramakrishnan.

Someofthesefunds
recoupedinvestmentsthat
werepreviouslywrittenoff.“This
contributedtotheircurrentdouble-
digitreturns,”saysVivekBanka,co-
founder,Goalteller.

Positivedrivers
Returnsoverthenext12monthsmaybe
drivenlargelybyaccruals.“Giventhe
positiverateenvironment,webelieve
accrualswillremainasignificant
componentofreturn,asspreadassets
provideareasonablecarrywitha
marginofsafety,”saysBanthia.Others

expectcapitalgainstocontribute.“Our
basecaseisthatinterestrateswill
declineinthecomingyear,providing
scopeforcapitalgains,”says
Ramakrishnan.

VijayKuppa,chiefexecutiveofficer,
InCredMoney,too,believesthatif
inflationremainsaroundtheMonetary
PolicyCommittee's(MPC)targetof4
percentforasustainedperiod,ratecuts
couldhappeninthelatterpartof2024-

25,benefitingalldebtfunds.
Thecreditenvironmentis

expectedtoremainstable.
“Mutualfundshave

focusedonmaintaining
portfolioliquidityand
conductingthorough
bottom-upcreditanalysis.
Theyhavealsosharpened
theirfocusongovernance,
whichhasreducedthe
likelihoodofdefaults,”says
Ramakrishnan.

“Tacticalinvestmentsincorporates
withlowerratingsbutstrongpedigrees
couldresultinhigheryieldstomaturity
inthesefunds,”addsBanka.

Keyrisks
Inflationcouldtakelongerthan
expectedtosoften.“Ifgeopolitical
tensionsintensifyandcrudeoilprices
exceed$100perbarrel,orifthe
monsoonisunfavourable,inflation
couldrise,reducingthelikelihoodof
ratecuts,”saysBanka.

Kuppasayscreditspreadscould
widenifthereisanincreaseingrossor
netnon-performingassetsinthe
economy,affectingtheperformanceof
creditriskfundsnegatively.

FollowingtheIL&FSdebacle,many
creditriskfundshavebecomesafer.
“However,asinvestorsseekhigher
returns,somefundsmaylowertheir
creditqualitystandards,leadingto
defaultsandnegativereturnsinthe
future,”saysBanka.

Whoshouldinvest?
Onlyinvestorswithahigherrisk
appetiteshouldenterthesefunds.

“Maintainahorizonofatleastone
year,asmostcreditriskfundsimpose
anexitloadofupto1percentfor
redemptionswithinthatperiod,”says
Kuppa.Bankarecommendsthat
individualsinlowertaxbrackets,who
canholdthesefundsfor12to24
months,shouldconsiderinvestingin
them.Withgainsbeingtaxedattheslab
rate,therisk-returndoesnotfavour
thoseinthehighestbrackets.

Limitexposuretothesefundsto5-10
percentoftotaldebtfundallocation.
Thosewithalowriskappetitemay
avoidthem.

Bankaadvisesagainstinvestingin
fundsthathavehighexpenseratiosand
portfoliodurationsexceedingthree
years.Finally,beforeinvesting,reviewa
fund’sbondholdingstounderstand
itsrisklevel.
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Only investorswithhighriskappetiteshouldoptforthem;limitallocationto5-10%

TANMAY TIWARY
NewDelhi,23April

S hares ofMukeshAmbani-ownedReliance
Industries (RIL) rose nearly 1 per cent on
Tuesday, reaching an intraday high of

~2,986.05 apiece, after most brokerages reacted
positively to the company’s results for the
January-March quarter (Q4) of 2023-24 (FY24).

Thebullishoutlook stems fromRelianceJio’s
potential tariff hikes, given thecompetitive land-
scape, along with slow but steady improvement
in the oil-to-chemical (O2C) vertical.

Targets on Reliance stock
raisedafterQ4 showcase

KEY BROKERAGES ON RIL’S MARCH QUARTER RESULTS

Analystschartabullishcourse,drivenbyJio’stariffprospectsandO2Cmomentum

MOTILALOSWAL
nBuy n Targetprice:~3,245
Segment-wise, the consumerbusi-
ness continues topost double-digit
earnings before interest, tax, depreci-
ation, andamortisation (Ebitda) gro-
wth,withboth Jio andRelianceRetail
likely to record 14per cent and25per
centEbitda compoundannual gro-
wth rates over FY24 through2025-26,
respectively. The growthwouldbe
drivenby footprint additions, new
categories in the retail sector, the foc-
used approach to subscriber growth,
and the expected tariff hikes in the
telecommunications business.More-
over, 2024-25wouldwitness the full
benefit of the ramped-upvolumes at
theMJField located in theKrishna
GodavariD6blockoff theEastCoast.
Overall, analysts remainpositive on
both the refining andpetrochemical
segments.

ICICI SECURITIES
nHold n Targetprice:~2,810

Despite earnings growth, however,
the target price of ~2,810 implies a
5per cent downside fromhere onout,
as analysts see return ratios and free
cash flowyields remaining subdued
over thenext two to three years and
monetisationof theNewEnergybusi-
nesses aswell as themedia acqui-
sition taking time. ICICI Securities has
reiterated its ‘hold’ rating.

JMFINANCIAL
nBuy n Targetprice:~3,320
Capital expenditure (capex) declined
sharply to ~23,200 crore inQ4FY24
versus ~30,100 crore in the third
quarter of FY24and ~38,800crore in
the secondquarter of FY24, drivenby
moderation in 5Gcapex—thiswould
bepositive for potential free cash flow
generation if this becomes thenew
sustainable capex run rate.

EMKAY
nAdd n Targetprice:~3,200

Jio andupstreamnumberswere in
line. Capital expenditure run rate fell
sharply to ~23,200 crore inQ4.The
brokerage is positive about Jio tariff
hikes, given the competitive land-

scape.Revenue from theoil andgas
and retail segments should remain
steady. Emkay raises 2024-25 through
2025-26 earnings estimate by 2-5 per
cent eachand retains ‘add’with a tar-
get price of ~3,200per share on the
backof higher profitability in Jio (due
to average revenueperuser) and roll-
over toMarch 2026 estimate.

KOTAK INSTITUTIONALEQUITIES
nAdd n Targetprice:~3,200

RIL’sQ4earnings before interest, tax,
depreciation, andamortisation
(Ebitda)were in linewith analyst
estimates.Meanwhile,O2CEbitda
(up 19per cent quarter-on-quarter/
Q-o-Q),whichwas 7per cent ahead
of estimates,was offset byweak retail
(Ebitdadown7per centQ-o-Q, 8per
cent belowanalyst estimate).With the
first phase of 5G rollouts completed,
Q4 capital expenditure of ~23,000
crore further fell by 23per cent
Q-o-Q, thebrokerage said.

Analysts said that the refining
marginshavebeenweak recently and
expect refiningmargins to recover but
expect a slower recovery inpetro-
chemicals.

AlthoughQ4wasweak for retail,
with strong area additions, analysts
expect growth topickup.Considering
these factors, Kotak Institutional
Equitiesmaintains ‘add’with a
revised fair valuationof ~3,200.

120

110

100

90
Dec 9,’232 Apr 3,’242

112.91

102.07

HIGH HOPES
RelianceInds Sensex

BASE=100

ICICI Fund HDFC DSP Baroda SBI ABSL Axis
Prudential Credit Risk Credit BNP Paribas Credit Risk Credit Risk Credit Risk
Credit Risk Debt Fund Risk Fund Credit Risk Fund Fund Fund

Returns are for regular plans. Three and five-year returns are in CAGR; Data as on April 22, 2024
Source: Navigation RA

7,186.8 8,167.5 195.2 153.6 2,506.1 983.7 464.0

MANY FUNDS SURPASSED 7% RETURNS OVER FIVE YEARS
Returns n 1year n3years n5years (%) nCorpus(~crore)
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Fake group/s using DSP Mutual Fund’s name on Telegram/ Social Media Channels

We have recently come across fake Telegram groups/ channels falsely claiming to be run or owned by DSP
Mutual Fund. Please do not get misled by such fake groups/ channels on social media platforms as it is a
scam and we condemn this as an act of defrauding investors. DSP Mutual Fund/ DSP Asset Managers Private
Limited are in no way associated with such fake groups/ channels and shall not be held liable for any claims,
damages, and losses arising due to such scams.

We would like to inform our Investors/ Prospective Investors/ General Public that we are only present on the
following social platforms, with the handles/ channel names mentioned here:
Twitter: @dspmf | Instagram: @dspmutualfund | YouTube: @DSPMutualFund_in
Facebook: @DSPMutualFund | LinkedIn: DSP Mutual Fund

If you come across any Telegram profiles in the name of or containing the name DSP Mutual Fund, please
report them on Telegram as ‘fake’, write to abuse@telegram.org or to us at service@dspim.com. If you notice
other social media platforms in our name that seem dubious, do report them on the respective platforms as
‘fake’ or tell us on service@dspim.com.

Any queries/clarifications in this regard may be addressed to: DSP ASSET MANAGERS PRIVATE LIMITED
CIN: U65990MH2021PTC362316, Investment Manager for DSP Mutual Fund (‘Fund’), Mafatlal Centre, 10th
Floor, Nariman Point, Mumbai 400021, Tel. No.: 91-22 66578000, Fax No.: 91-22 66578181, Toll Free No:
1800 200 4499 Website: www.dspim.com

Place: Mumbai
Date: April 23, 2024

Mutual Fund investments are subject to market risks, read all scheme related documents carefully.

NOTICE
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