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The Reserve Bank of India in its Mid Term Review hiked the Repo & Reverse Repo rate by
25 bps each to 6.25% & 5.25% respectively but indicating a low probability of further

rate hikes in the near future.

The Central bank continues to be concerned on the inflation front even though admitting
the recent moderation in the WPI. They have also noted the upside risk to domestic
inflation from global commodity prices arising from the expected quantitative easing

measures from global central banks.

On the liquidity front, the RBI has noted that a deficit in the money market liquidity was in
line with its anti inflationary stance, excessive deficit could be disruptive for overall credit
growth & the financial markets as a whole. Thus they have been monitoring the situation
closely & have recently announced liquidity easing measures. The RBI has also announced
buy back of Government Bonds for an amount of Rs.12000 crs in line with this thought.
This buy back is from the RBI, unlike the one announced last week by the government.
The RBI has also indicated that they would not like liquidity deficit in excess of 1% of Net
Demand and Time Liability. (NDTL).

Going ahead we expect the RBI to wait for a couple of months and monitor the effects of
recent rate hikes on inflation before taking any further monetary action. We expect
inflation to moderate towards closer to RBI's estimate of 5.50% by the end of this fiscal,
coupled with the fact that most of the government borrowing would be done by
December 2010, laying the ground for a cautiously bullish sentiment for government
bonds. The RBI would closely monitor the liquidity situation & make sure the deficit does
not go beyond a certain limit affecting growth, but the deficit could cause short term

rates to be at elevated levels.

Disclaimer: This document including market update has been prepared by L&T Investment
Management Limited (LTIML) for information purposes only and should not be construed as an
offer or solicitation of an offer for purchase of any securities/ instruments or any of the
Schemes of L&T Mutual Fund. Market views expressed herein are for general information only
and do not have regards to specific investment objectives, financial situation and the
particular needs of any specific person who may have receive this information. These views
alone are not sufficient and should not be used for the development or implementation of an
investment strategy. It should not be construed as investment advice to any party. All
opinions and estimates included here constitute our view as of this date and are subject to
change without notice. Neither L&T Investment Management Ltd, nor any person connected with
it, accepts any liability arising from the use of this information. The recipient of this
material should rely on their investigations and take their own professional advice.
Recipient of this document should understand that statements made herein regarding future
prospects may not be realized. He/ She should also understand that any reference to the
securities/ instruments/ sectors in this document is only for illustration purpose. The
views expressed are of LTIML, neither this document nor the units of L&T Mutual Fund have
been registered in any Jjurisdiction. The distribution of this document in certain
jurisdictions may be restricted or totally prohibited and accordingly, persons who come into
possession of this document are required to inform themselves about, and to observe, any
such restrictions

Risk Factors: ¢ All investments in Mutual Funds and Securities are subject to market risks
and the NAV of the Schemes may go up or down, depending upon the factors and forces
affecting the securities market. ¢ Investors are requested to refer to the Scheme
Information Document / Statement of Additional Information of the respective scheme
carefully before making any investments.

L&T Finance Holdings Limited (indirect Holding Company of L&T Investment Management Limited)
is proposing, subject to market conditions and other considerations, to make a public issue
of securities and has filed a Draft Red Herring Prospectus (DRHP) with the Securities and

Exchange Board of 1India (SEBI). The DRHP 1is available on the website of SEBI at
www.sebi.gov.in and the respective websites of the Book Running Lead Managers at
www.jmfinancial.in, http://www.online.citibank.co.in/rhtm/citigroupglobalscreenl.htm,

http://www.hsbc.co.in/1/2/corporate/equities—global-investment-banking,
http://www.barclayswealth.com/india-offerdocuments.htm, http://www.credit-suisse.com/in/ipo/
and www.equirus.com. Investors should note that investment in equity shares involves a high
degree of risk and for details relating to the same, see ‘Risk Factors’ in the
aforementioned DRHP



