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Demonetisation: Time to invest in long-
term bonds

By Prashant Mahesh, ET Bureau | Updated: Nov 14, 2016, 10.25 AM IST

The demonetisation scheme of the government,
which is seen as disinflationary, has
strengthened the case for investing in debt
mutual funds that invest in long-term
government securities. Fund managers are
betting that lower inflation will lead to quicker
rate cuts by Reserve Bank of India (RBI).

Fund managers are betting that lower
0 inflation will lead to quicker rate cuts — "For the debt component of the portfolio, we
Gomments by Reserve Bank of India (RBI). advise investors to increase their allocation to
long-term funds from 33% to 50%," says Vishal
Dhawan, chief financial planner, Plan Ahead Wealth Advisors.
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Aggressive fixed income investors could invest in dynamic bond funds, income
funds and gilt funds, which will benefit from falling rates (or yields). Bond prices
and yields move in opposite direction; when yields fall, prices rise and vice-
versa. Funds that invest in long-term government securities look to benefit from
the rise in bond prices.

As individuals head to banks to deposit their old currency notes, fund managers
expect liquidity to improve and CASA balances of banks to show sharp rise. As
against this rise in deposits, there will be few opportunities for banks to lend as
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creait aemana is lkely 10 remain muteda 1or tne next couple or quarters.

Companies are by and large, underutilising existing capacity, and consumer
spending has reduced. Given this, a lot of money will chase government
securities, thereby bringing down yields even further in the next 6-12 months.

READ MORE : reserve bank of india | investment | Inflation | demonetisation | bonds

Comments ’ ‘ Add Your Comments
Live Market News Portfolio Mobile Live TV Newsletter Commodities Speed QnA Blogs Alerts RSS
Other Times Group news sites Living and entertainment Hot on the Web Services
Networking

http://economictimes.indiatimes.com/wealth/invest/demonetisation-time-to-invest-in-long-term-bonds/articleshow/55406681.cms?prtpage=1 3/4


http://timesofindia.indiatimes.com/
http://hindi.economictimes.indiatimes.com/
http://gujarati.economictimes.indiatimes.com/
http://www.mumbaimirror.com/
http://www.timesnow.tv/
http://www.indiatimes.com/
http://navbharattimes.indiatimes.com/
http://maharashtratimes.indiatimes.com/
http://vijaykarnataka.indiatimes.com/
http://www.lifehacker.co.in/
http://timescity.com/
http://idiva.com/
http://www.zoomtv.in/
http://luxpresso.com/
http://gaana.com/newrelease/
http://www.happytrips.com/guides/
http://cricbuzz.com/
https://www.getsmartapp.com/
http://www.itimes.com/
http://mensxp.com/
http://economictimes.indiatimes.com/sensex-nifty-live-today-2016-11-16/liveblog/55448232.cms
http://economictimes.indiatimes.com/commoditysummary/symbol-GOLD.cms
http://economictimes.indiatimes.com/us-presidential-elections-2016-updates/liveblog/54918320.cms
http://economictimes.indiatimes.com/magazines/panache/festive-guide-2016/festive-guide-2016/newslist/54677398.cms
http://economictimes.indiatimes.com/magazines/panache/google-expected-to-unveil-pixel-smartphones-at-tuesdays-san-francisco-event/articleshow/54671191.cms
http://economictimes.indiatimes.com/indias-surgical-strikes-on-pakistan-occupied-kashmir/liveblog/54582502.cms
http://economictimes.indiatimes.com/first-rbi-monetary-policy-committee-meet-full-coverage/liveblog/54671432.cms
http://www.ads2book.com/
http://shopping.indiatimes.com/
http://economictimes.indiatimes.com/freebusinesslisting.cms
http://www.simplymarry.com/
http://www.astrospeak.com/
http://www.timesjobs.com/
http://www.magicbricks.com/
http://www.zigwheels.com/
http://timesdeal.com/
http://www.dineout.co.in/delhi-restaurants
http://www.filmipop.com/mumbai
http://www.timesofmoney.com/remittance/jsp/home.jsp
http://gaana.com/
http://www.greetzap.com/
http://www.in.techradar.com/
http://www.alivear.com/
https://play.google.com/store/apps/details?id=com.getsmartapp
http://economictimes.indiatimes.com/markets/markets/1977021501.cms
http://economictimes.indiatimes.com/newshome.cms
http://etportfolio.economictimes.indiatimes.com/DashBoard.htm
http://m.economictimes.com/
http://economictimes.indiatimes.com/et-now/videohome/4413218.cms
http://economictimes.indiatimes.com/subscription.cms
http://economictimes.indiatimes.com/commodities.cms
http://speed.economictimes.indiatimes.com/
http://qna.economictimes.indiatimes.com/
http://blogs.economictimes.indiatimes.com/
http://economictimes.indiatimes.com/stock-price-alerts/pricealerts.cms
http://economictimes.indiatimes.com/rss.cms
http://economictimes.indiatimes.com/topic/reserve-bank-of-india
http://economictimes.indiatimes.com/topic/investment
http://economictimes.indiatimes.com/definition/Inflation
http://economictimes.indiatimes.com/topic/demonetisation
http://economictimes.indiatimes.com/topic/bonds

11/16/2016 Demonetisation: Time to invest in long-term bonds - The Economic Times

About us / Advertise with us / Terms of Use & Grievance Redressal / Privacy Policy / Feedback / Sitemap / Code of Ethics / / Disclaimer Copyright © 2016 Bennett, Coleman & Co. Ltd. All rights reserved.

http://economictimes.indiatimes.com/wealth/invest/demonetisation-time-to-invest-in-long-term-bonds/articleshow/55406681.cms?prtpage=1 4/4


http://www.gizmodo.in/
http://eisamay.indiatimes.com/
http://in.ign.com/
http://navgujaratsamay.indiatimes.com/
http://www.timesinternet.in/
http://advertise.indiatimes.com/
http://www.indiatimes.com/termsandcondition
http://www.indiatimes.com/privacypolicy
http://economictimes.indiatimes.com/feedback.cms
http://economictimes.indiatimes.com/sitemap.cms
http://economictimes.indiatimes.com/articleshow/4667553.cms?intenttarget=no
http://economictimes.indiatimes.com/wealth/disclaimer/articleshow/48202148.cms

