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Narendra Modi’s emphatic win in the General
Elections, which led him to re-election as Prime
Minister for the second term, uplifted the
market sentiment significantly. Right from the
time exit polls were released on 19" May (which
predicted a majority for NDA), the markets
rallied. The final election results were released
on 23" May. The 58-member council of ministers
under Modi’s leadership was sworn in on 30™
May.

Sensex and Nifty inched up by more than 1.5% in
May. The BSE Mid and Small Cap indices went up
by 1.4% and 1.7% respectively. The benchmark
10-year government security yield fell by a sharp
38 basis points from 7.41% to 7.03%. Foreign
institutional investors pumped in a net amount
of Rs. 7,919.7 crore and Rs. 1,111.4 crore in the
equity and debt markets respectively.

For the first time in 6 years India saw a decline in
foreign direct investment (FDI) equity inflows for
financial year 2018-19. The drop was to the tune
of 1%, falling to $44.4 billion as on 315 March,
2019.
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The markets globally felt some jitters as the
trade war between the US and China intensified.
US hiked tariffs from 10 to 25% on goods worth
S 200 billion. In retaliation, China also
announced an increase of 10 to 25% in tariffs on
US exports worth $ 60 billion.

On the domestic macroeconomic front, there
are concerns on the growth slowdown. The
Indian GDP growth for the January-March’19
quarter dropped to a 5-year low of 5.8%. A FICCI
economic outlook survey estimated the Indian
GDP growth between 6.8 and 7.3% for FY20.
According to the UN Report ‘World Economic
Situation and Prospects’, India GDP is expected
to grow at 7.1% in financial year 2019-20, a
downward revision from the 7.4% previously
expected. The Nikkei India Manufacturing
Purchasing Managers’ Index (PMI) moved up to
52.7 in May from 51.8 in April. A figure above 50
indicates expansion, while a reading below that
signals contraction. The India Services PMI fell to
50.2 in May from 51 in April.

The pre-monsoon rains (which occur between
March and May) have been deficient by 23%
across the country. Retail inflation measured by
the consumer price index (CPI) increased to a 6-
month high of 2.92% in April, due to higher food
prices. On the other hand, the wholesale
inflation number measured by the wholesale
price index (WPI) dropped by 3.07% in April due
to lower fuel and manufactured product prices.

The GST tax collection for April was at an all-time
high of Rs. 1.13 lakh crore —a 10% increase from
last year.
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There have been some more credit events
highlighting the continuing pain in the liquidity
situation of some institutions in the Indian NBFC
space. On 15 May CARE downgraded the rating
of the long term debt of Dewan Housing Finance
Limited (DHFL) from A/A- to BBB- with negative
implications. The reason for the downgrade was
the deteriorating liquidity of the group due to
delay in getting a strategic investor on board.
Later in the month DHFL failed to make timely
debt repayment on its bonds. On 19 May, CARE
downgraded the rating of Reliance Capital’s long
term debt and subordinated debt by three
notches from ‘A’ to ‘BBB’ due to defaults by two
of its subsidiaries — Reliance Home Finance and
Reliance Commercial Finance. This put pressure
on the NAV of some debt mutual funds which
had exposure to these entities as mutual funds
have to follow the standard haircuts in case of
default by the issuers.

Reforms

e RBI created a task force to develop a
secondary market for corporate loans.

e RBI has clarified that banks can use
Aadhar for KYC verification with the
customer’s consent.

e RBI will extend the timings for RTGS
transactions from 4:30 pm to 6 pm.

e RBI plans to implement new norms for

non-banking financial companies
(NBFCs) after the recent liquidity crisis in
the sector:

o Liquidity coverage ratio (LCR) in
a phased manner over four

years starting  April

2020. The requirement |, riNANCIAL SOLUTIONS

will be 60% LCR in April
2020 and will move towards
100% LCR by April 2024.

o Set aside 60% of net cash flows
in highly liquid assets (like
government  securities and
cash).

There have been reports that the new
government is working to introduce a
banking cash transaction tax (BCTT) to
discourage cash transactions.

The Insurance Regulatory  and
Development Authority of India (IRDAI)
released draft regulations for the
creation of a regulatory sandbox to allow
a conducive environment for insurtech
and fintech companies to carry
innovation in the insurance space.

NITI Ayog has developed a plan to create
an institutional framework for artificial
intelligence (Al) in India. There is a
budget likely to the tune of Rs. 7,500
crore for the next 3 years.

SEBI and RBI are discussing and
analyzing the business model of rating
agencies.

RBI has released 12 objectives in its
Payment and Settlement System in India
Vision 2019-21 document. It includes a
four times increase in digital payments,
a drop in paper-based transactions,
better pricing and better customer
grievance redressal system.
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All You need to know about Home
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Insurance

For most families, home is a painstakingly built asset which is
very close to their hearts. It involves lot of financial

commitment along with the effort and emotional involvement.
It is important to insure your home against any form of mishaps
and natural calamities. Less than 1% homes in India are insured. It is a myth that only home owners should
consider buying home insurance. Even if you live in a rented place, you need insurance for the home
contents which belong to you.

General insurance companies provide health insurance policies. Typically, home insurance plans cover
the building and its contents. Currently there are around 30-35 plans in the market. A policy which covers
everything related to your home is a comprehensive policy. A home insurance is not a very expensive
proposition. Most plans are reasonably priced. Normally, the sum insured of the structure of the house
completely depends upon multiplying the area of the structure by the cost of creation. The premium for
a sum insured of Rs. 1 crore is between Rs. 5,000 and Rs. 10,000. (indicative)

What all does a home insurance policy cover?

e Fire

e Burglary

e Breakdown

e Accidental damage of valuables such as laptops, phones, digital cameras

A standard fire and perils policy also covers

e Natural calamities like lightning, volcanic eruptions, earthquakes, storms, floods
e Damage caused due to malicious intent
e Missile testing operations
e Damage caused due to leakage from automatic sprinkler installations
e Rockslide and landslide
In a recent report released in May, IRDAI has said that insurance of home structure must cover accidental

death due to gas cylinder explosion for a reasonable amount.
What all is not covered?

e Destruction of property done willfully

e Damages to the property due to wear and tear

e losses occurred due to war

e Money in the form of cash, collectibles and antiques
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Things you need to know before opting for a home insurance:
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a. Structure Cover: Before choosing a comprehensive plan make sure you evaluate whether you
need to insure the structure. If you reside in a flat, it is quite likely that your housing society
already has insured the building. So it is important you check that.

b. Contents Cover: There are two options for covering the contents of the house: standard and
detailed. Under a standard plan, the insurer assumes a standard set of assets and belongings. It is
more advisable to opt for a detailed plan — and list down each of your assets.

c. Replacement Costs: It is preferable to select replacement cost, rather than depreciated value of
household assets for determining the insurance amount.

d. Preserve documents: It is important to keep the insurance documents carefully in a locker or safe
so that in case of a claim they can come in handy.
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Did you know?

Facebook runs on 61 million lines of code. That's more than twice the amount
needed for an F-35 Fighter Jet.

Cartoon of the Month

s

GASBERGE N —

“I do have a diversified retirement plan:
30% hopes, 30% wishes, 40% prayers.”
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Top Personal Finance News - May 2019

1) A five-minute guide to mutual fund ratios: Click here

2) The missteps that can cost you dear in MF investing: Click here

3) Cancer insurance: All you want to know on how to prepare for various scenarios: Click here
4) Filing ITR-1 this year? You must know about these changes: Click here

5) How much tax can you save via tax saving investments, expenditures?: Click here

6) Why you should not buy everything on EMI: Click here

7) Here's how loan against securities is a better option than personal loans: Click here

8) Do you need a guarantor to get a home loan?: Click here

9) Now you can lock your Aadhaar number. Here’s how to do it: Click here

10) Should you close your old salary account after a job switch? Find out: Click here

11) Understanding the alpha and beta of mutual funds: Click here

12) What to do if your mutual fund scheme earns more return than your investment: Click here
13) Is your mutual fund buying or selling stocks too much?: Click here

14) Consider higher exposure in equity if the investment horizon is long term: Click here

15) What is group insurance policy?: Click here

16) Secure the future of your loved ones with a term plan: Click here

17) Investors increasingly opt for overnight funds to meet short-term needs: Click here

18) Have small investors made money from share buybacks?: Click here

19) How to pick up the right home insurance policy?: Click here

20) Don’t redeem gains from MFs if you don’t need the money immediately: Click here
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https://economictimes.indiatimes.com/mf/analysis/a-five-minute-guide-to-mutual-fund-ratios/standard-deviation/slideshow/69579742.cms
https://economictimes.indiatimes.com/wealth/podcast/et-wealth-wisdom-the-missteps-that-can-cost-you-dear-in-mf-investing/podcast/69371680.cms
https://www.thehindubusinessline.com/todays-paper/tp-money-banking/article27280355.ece
https://economictimes.indiatimes.com/wealth/tax/filing-itr-1-this-year-you-must-know-about-these-changes/articleshow/69477978.cms
https://economictimes.indiatimes.com/wealth/tax/how-much-tax-can-you-save-via-tax-saving-investments-expenditures/articleshow/68475073.cms
https://www.financialexpress.com/money/why-you-should-not-buy-everything-on-emi/1589984/
https://www.business-standard.com/article/free-newsletter/a-snapshot-of-loan-against-securities-offered-by-various-banks-119052400723_1.html
https://www.financialexpress.com/money/to-get-a-home-loan-you-do-not-need-a-guarantor/1583922/
https://economictimes.indiatimes.com/wealth/personal-finance-news/now-you-can-lock-your-aadhaar-number-heres-how-to-do-it/articleshow/69266803.cms
https://www.financialexpress.com/money/your-money-should-you-close-your-old-salary-account/1577257/
https://economictimes.indiatimes.com/wealth/invest/understanding-the-alpha-and-beta-of-mutual-funds/articleshow/69354119.cms
https://economictimes.indiatimes.com/wealth/invest/what-to-do-if-your-mutual-fund-scheme-earns-more-return-than-your-investment/articleshow/69279357.cms
https://www.livemint.com/mutual-fund/mf-news/is-your-mutual-fund-buying-or-selling-stocks-too-much-1557126899664.html
https://www.livemint.com/money/ask-mint-money/consider-higher-exposure-in-equity-if-the-investment-horizon-is-long-term-1558969237698.html
https://economictimes.indiatimes.com/wealth/insure/other-risk-covers/what-is-group-insurance-policy/articleshow/69172829.cms
https://www.livemint.com/insurance/news/secure-the-future-of-your-loved-ones-with-a-term-plan-1557032025102.html
https://www.business-standard.com/article/pf/investors-increasingly-opt-for-overnight-funds-to-meet-short-term-needs-119050100009_1.html
https://www.livemint.com/market/mark-to-market/have-small-investors-made-money-from-share-buybacks-1556023015250.html
https://www.financialexpress.com/money/insurance/general-insurance-home-in-on-the-right-home-insurance-policy/1571450/
https://www.livemint.com/mutual-fund/mf-news/don-t-redeem-gains-from-mfs-if-you-don-t-need-the-money-immediately-1557939574501.html

