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The month of policy dilemma
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Look Back at the month (January 2025)

e The benchmark indices, Nifty 50 and BSE Sensex, declined by approximately
1.2% during the month, marking the fourth consecutive monthly loss—the
longest losing streak in over 23 years.

s&— Concerns over the U.S. Federal Reserve's monetary policy, geopolitical risks,
and volatility in oil prices affected investor confidence, leading to cautious
trading activity.

February 2025 Outlook:

& The impact of the Union Budget 2025-26, announced on 1¢t February 2025,
may continue to influence market movements.

& The ongoing Q3 FY25 earnings season is expected to be a key market driver.
While there have been mixed trends across sectors, stock-specific reactions
may play an important role in index movements.

e Foreign Institutional Investors (Flls) were net sellers in January, withdrawing
funds due to high valuations and global uncertainties. However, improving
macroeconomic indicators and budget-driven optimism may trigger a return
of Fll inflows. In contrast, Domestic Institutional Investors (Dlls), particularly
mutual funds and insurance companies, may continue to provide market
stability.

e President Trump’s policies and tariff announcements may continue to keep
the stock and currency markets nervous.
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Look Back at the month (January 2025)

e~ December’s Consumer Price Index (CPI) inflation declined by 0.6% to
5.2%, thanks to moderation in food prices and core component prices.

ie— Durable food inflation remained benign at 3.5%; however, rural inflation
continues to be relatively higher than urban inflation.

e— With Federal Reserve Chair indicating that the central bank would exercise
patience in evaluating the full impact of President Trump’s policy regime
before taking further action, the Federal Reserve maintained the status
quo—consistent with market expectations.

iee— Globally, the Bank of Japan (BoJ) raised its short-term interest rate target
to 0.50%.

February 2025 Outlook:

e The Union Budget presented by the Central Government demonstrated a
commitment to fiscal prudence while delivering a consumption-oriented

plan.

& Fiscal figures aligned with market expectations. With food inflation
decelerating and core inflation remaining below 4%, the Reserve Bank of
India now has the flexibility to focus on underlying price
pressures—evidenced by the anticipated 25 bp policy rate cut.

i As aresult of these factors, we expect 10-year yields to fall to levels below
6.50%.

Source: Bloomberg, RBI, LIC MF internal research
Date: 10* February 2025
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Disclaimer: The views expressed herein are based on internal data, publicly available information and
other sources believed to be reliable. Any calculations made are approximations, meant as guidelines
only, which you must confirm before relying on them. The information contained in this document is for
general purposes only. The document is given in summary form and does not purport to be complete. The
document does not have regard to specific investment objectives, financial situation and the particular
needs of any specific person who may receive this document. The information / data herein alone are not
sufficient and should not be used for the development or implementation of an investment strategy. The
statements contained herein are based on our current views and involve known and unknown risk and un-
certainties that could cause actual results, performance, or event to differ materially from those expressed
or implied in such statements. Past performance may or may not be sustained in the future. LIC Mutual
Fund Asset Management Ltd. / LIC Mutual Fund is not guaranteeing / offering / communicating any indic-
ative yield on investment made in the scheme(s). Neither LIC Mutual Fund Asset Management Ltd. and
LIC Mutual Fund (the fund) nor any person connected with them, accepts any liability arising from the use
of this document. The recipients before acting on any information herein should make his/her/their own
investigation and seek appropriate professional advice and shall alone be fully responsible / liable for any
decision taken on the basis of information contained herein.

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




