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Safe long term tax efficient option...

<>b‘m Bond

The second tranche of the Bharat Bond exchange traded fund (ETF) with two ~————Exchange Traded Fund

more new ETFs maturing in 2025 and 2031 referred to as Bharat Bond ETF
April 2025 and Bharat Bond ETF 2031 is will be up for subscription from July
14, 2020.

The indicative yield of the five-year Bharat Bond ETF April 2025 is 5.6% and
that of the 11-Year April 2031 version is 6.7%. The bond ETF will enjoy tax
advantage in the form of indexation benefit similar to debt mutual funds
(20% with indexation). While the actual tax implication depends on future
inflation index, tentative after tax yield could be ~5.0% for five-year ETF and
6.2% for 11-Year ETF.

Thematic Report

Bharat Bond ETFs provide a higher degree of certainty of returns (if held-to-
maturity) with a higher safety of capital as it invests in government owned
AAA rated public sector bonds. With the current prevailing low interest rate
regime that is likely to continue, a small allocation could be considered by
investors looking to lock in safe and predictable returns. In the current
environment, the 11-year ETF is better placed as it offers higher and safe
return for longer period. The yield on five-year ETF is lower and investors
may instead prefer open end good quality debt mutual funds.

Edelweiss AMC is managing this ETF. The Bharat Bond ETF is India’s first
corporate debt ETF. The ETF will invest in a portfolio of AAA-rated bonds of
state-run entities in two fixed maturity period investment options. The
Bharat Bond ETF is a target-maturity bond ETF, which has a defined fixed
maturity, investing in bonds with similar maturity. It will track the newly
introduced Nifty Bharat Bond index. Edelweiss has also launched a ‘fund of
fund’ (FoF) for this ETF to facilitate retail investors to buy/sell like a normal
mutual fund. For retail investors, this Bharat Bond FoF is better suited in
terms of convenience and liquidity.

The Bharat Bond ETF offers a reliable and tax
efficient debt investment option for long term
investors.

The Government of India intends to raise up to ¥ 14000 crore through this
ETF. In its first trance, it raised around ¥ 12400 crore.

Investment rationale

¢ Stability and predictability: A bond like structure with fixed maturity
provides predictable and stable returns at maturity

¢ High safety: Investment in public sector bonds Research Analyst

e Transparency: Daily disclosure of portfolio constituents and live Sachin Jain
NAV sachin.ja@icicisecurities.com
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¢ Liquidity: Buy/sell on exchange any time or through AMC in specific
basket size. Edelweiss has also come out with a Bharat Bond FoF. It
enables retail investors to enter and exit just like mutual funds

e Tax efficient: Tax efficient compared to traditional investment
avenues. Taxed at only 20% post indexation, excluding surcharge

e Low cost: The expense ratio of the ETF is only 0.0005%
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Fund feature of Bharat Bond ETF

Indicative return expectation illustration

Series BHARAT Bond FOF —April 2025 BHARAT Bond ETF-April 2031

The investment objective of the scheme
The investment objective of the scheme is to track is to track the Nifty BHARAT Bond Index

the Nifty BHARAT Bond Index — April 2025 by — April 2031 by investing
Investment Objective investing in bonds of AAA-rated
in bonds of AAA-rated CPSEs/CPSUs/CPFls and other CPSEs/CPSUs/CPFls and other
Government organizations, subject to tracking errors Government organizations, subject to Index will be reviewed at the end of each calendar
tracking errors quarter. During the review, existing issuers and their
NFO Period 14th July to 17th July 2020 bonds in the index would be continued if they
Benchmark Nifty BHARAT Bond Index —April 2025 Nifty BHARAT Bond Index —April 2031 continue to meet the eligibility and selection criteria.
Fund Manager Mr.Dhawal Dalal, Mr. Gautam Kaul Similarly, new issuances during previous calendar
Minimum Investment (Retail) 1,001 and in multiples of 1 thereafter quarter shall be included in the index if they meet the
Exit Load NIL eligibility and selection criteria

Source: Scheme Information Document, Bharat Bond ETF

Exhibit 1: Nifty Bharat Bond Index —April 2025 constituents

NIFTY Bharat Bond Index -April 2025 constituents as on 1st July 2020 Bharat Bond ETF is a well-diversified basket of PSUs

Sr. no. Issuer Credit Rating Weight(%) providing effective diversification

1 POWER FINANCE CORP. LTD. AAA 15.00

2 REC Ltd. AAA 15.00

3 POWER GRID CORP. OF INDIA LTD. AAA 15.00

4 NATIONAL HOUSING BANK AAA 10.51

5 INDIAN OIL CORP.LTD AAA 8.58

6 NATIONAL BANK FOR AGRICUL;E\F;ESPRMUES-I} AAA 8.02

7 HINDUSTAN PETROLEUM CORP.LTD AAA 7.16

8 NHPC LTD. AAA 6.00

9 EXPORT-IMPORT BANK OF INDIA AAA 5.06

10 INDIAN RAILWAY FINANCE CORP.LTD AAA 4.89

1 NTPC LTD AAA 3.63

12 NUCLEAR POWER CORP.OF INDIA LTD AAA 1.15 All companies on bond index are public sector

undertakings and therefore credit risk is very low

Source: Scheme Information Document, Bharat Bond ETF

Exhibit 2: Nifty Bharat Bond Index —April 2031 constituents
NIFTY Bharat Bond Index -April 2031 constituents as on 1st July 2020

Sr. no. Issuer Credit Rating Weight(%)
1 POWER GRID CORP. OF INDIA LTD. AAA 15.00
2 REC LIMITED AAA 15.00
3 POWER GRID CORP. OF INDIA LTD. AAA 15.00
4 NATIONAL HIGHWAYS AUTHORITY OF INDIA AAA 15.00
5 NUCLEAR POWER CORP. OF INDIA LTD. AAA 14.80
6 INDIAN RAILWAY FINANCE CORP.LTD AAA 13.05
1 HOUSING & URBAN DEVELOPMENT CORP.LTD AAA 9.62
8 NHPC LTD. AAA 2.53

Source: Scheme Information Document, Bharat Bond ETF
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Disclaimer
ANALYST CERTIFICATION

We, Sachin Jain, CA, Research Analyst, author and the name subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our views about the subject

issuer(s) or Funds. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report.
Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) AMFI Registration. No.: ARN-0845. Registered office of I-Sec is at ICICI Securities Ltd. - ICICI Centre, H. T. Parekh Marg, Churchgate, Mumbai - 400020, India. ICICI
Securities Limited is a Sebi registered Research Analyst having registration no. INH000000990. ICICI Securities Limited Sebi Registration is INZ000183631 for stock broker. ICICI Securities is a subsidiary of
ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund

management, etc. (“associates”), the details in respect of which are available on www.icicibank.com.
ICICI Securities is one of the leading distributors of Mutual Funds and participate in distribution of Mutual Fund Schemes of almost all AMCs in India.

The selection of the Mutual Funds for the purpose of including in the indicative portfolio does not in any way constitute any recommendation by ICICI Securities Limited (hereinafter referred to as ICICI
Securities) with respect to the prospects or performance of these Mutual Funds. The investor has the discretion to buy all or any of the Mutual Fund units forming part of any of the indicative portfolios on
icicidirect.com. Before placing an order to buy the funds forming part of the indicative portfolio, the investor has the discretion to deselect any of the units, which he does not wish to buy. Nothing in the

indicative portfolio constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to the investor's specific circumstances.

The details included in the indicative portfolio are based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy
or completeness guaranteed. The funds included in the indicative portfolio may not be suitable for all investors, who must make their own investment decisions, based on their own investment objectives,

financial positions and needs.

This may not be taken in substitution for the exercise of independent judgement by any investor. The investor should independently evaluate the investment risks. ICICI Securities and affiliates accept no

liabilities for any loss or damage of any kind arising out of the use of this indicative portfolio.

Past performance is not necessarily a guide to future performance. Actual results may differ materially from those set forth in projections. ICICI Securities may be holding all or any of the units included in
the indicative portfolio from time to time as part of our treasury management. ICICI Securities Limited is not providing the service of Portfolio Management Services (Discretionary or Non Discretionary) to

its clients.
Mutual fund investments are subject to market risks, read all scheme related documents carefully.

Kindly note that such research recommended funds in indicative portfolio are not based on individual risk profile of each customer unless a customer has opted for a paid Investment Advisory Service offered
by I-Sec. Investors should consult their financial advisers if in doubt about whether the product is suitable for them.

The information contained herein is strictly confidential and meant solely for the selected recipient and may 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 Securities Limited. The contents of this mail are solely for informational purpose and may not be used or considered
as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments or any other product. While due care has been taken in preparing this mail, I-Sec and affiliates
accept no liabilities for any loss or damage of any kind arising out of any inaccurate, delayed or incomplete information nor for any actions taken in reliance thereon. This mail/report is not directed or intended
for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be
contrary to law, regulation or which would subject |-Sec and affiliates to any registration or licensing requirement within such jurisdiction.

ICICI Securities and/or its associates receive compensation/ commission for distribution of Mutual Funds from various Asset Management Companies (AMCs). ICICI Securities host the details of the
commission rates earned by ICICI Securities from Mutual Fund houses on our website www.icicidirect.com. Hence, ICICI Securities or its associates may have received compensation from AMCs whose
funds are mentioned in the report during the period preceding twelve months from the date of this report for distribution of Mutual Funds or for providing marketing advertising support to these AMCs. ICICI
Securities also provides stock broking services to institutional clients including AMCs. Hence, ICICI Securities may have received brokerage for security transactions done by any of the above AMCs during
the period preceding twelve months from the date of this report.

It is confirmed that Sachin Jain, CA, Research Analysts of this report have not received any compensation from the Mutual Funds house whose funds are mentioned in the report in the preceding twelve
months.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or is associates may be holding all or any of the units included in the indicative portfolio from time to time as part of our treasury management. Hence, ICICI Securities or its associates may
own 1% or more of the units of the Mutual Funds mentioned in the report as of the last day of the month preceding the publication of the research report.

Research Analysts or their relatives of this report do not own 1% or more of the units of the Mutual Funds mentioned in the report as of the last day of the month preceding the publication of the research

report.

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies/ AMCs including the AMCs whose

funds are mentioned in this report or may have invested in the funds mentioned in this report.
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