
Bajaj Finserv Banking and PSU Fund 
An open ended debt scheme predominantly investing in Debt instruments of banks, Public 
Sector Undertakings, Public Financial Institutions and Municipal Bonds with relatively high 
interest rate risk and moderate credit risk. 

Fund Note Dec 2023

Why did we launch?

• Term spread is the premium which an investor gets for investing in longer dated maturities 
vis-à-vis the near-term ones. 

• The term spread is low-to-nil, implying that the investors reward for taking longer term 
maturity is low vis a vis the 5-Yr maturity.

• In the current context, the term spreads are virtually non-existent - making 5 years a more 
attractive option vis-à-vis the longer maturities on a risk-reward basis.

• This negative spread has been observed only around 16% of times over last 8yrs.

Source: Bloomberg
Data as on 17th Jan 2024
• AICB10YR DCAP Index
• AICB5YR DCAP Index

Mutual Fund investments are subject to market risks, read all scheme related documents carefully.

Investment in high credit quality debt & money market instruments of 
Banks, PSU, PFIs and Municipal Bonds

80%- 100% 

Investment in Debt and Money Market securities issued by entities 
other than Banks, PSU, PFIs etc. 

0% - 20%

Where will our scheme invest?
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The Yields of 10-Yr & 5-Yr AAA Bond have Now Converged

10Yr AAA Yield 5Yr AAA Yield



Why Invest in Bajaj Finserv Banking and PSU Fund now
• Presently, the yield curve shape has largely flattened - indicating uncertainty in the market 

regarding allocation to the long duration of the curve. 
• The 5-year yields are presently trading at a higher level than the 10-year duration maturity.
• Having said that, we believe that we are likely to see bull steepening in the curve going 

ahead. 
• The inclusion of India in the emerging market bond Index, expectation of a rate cut in the 

medium term, and the mean reversion of yields are some of the likely triggers for the 
potential bond rally in the market in the future.

• This rally is likely to provide reasonable mark-to-market gains for the investor who holds a 
medium to long-term investing view. 

• Even if the investment thesis were not to play out, the markets are presently offering a 
relatively high yield. Investors can lock in the present yield levels and hold-to-maturity. 

Our Journey So far: Bajaj Finserv Banking and PSU Portfolio

As on 31st  December 2023

Mutual Fund investments are subject to market risks, read all scheme related documents carefully.

PRC



Riskometer and Product Label 

Disclaimers
This document should not be treated as endorsement of the views/opinions or as an investment advice. This 
document should not be construed as a research report or a recommendation to buy or sell any security. This 
document alone is not sufficient and should not be used for the development or implementation of an investment 
strategy. The recipient should note and understand that the information provided above may not contain all the 
material aspects relevant for making an investment decision. The decision of the Investment Manager may not 
always be profitable; as such decisions are based on the prevailing market conditions and the understanding of the 
Investment Manager. Actual market movements may vary from the anticipated trends. Neither Bajaj Finserv Mutual 
Fund / Bajaj Finserv Mutual Fund Trustee Limited / Bajaj Finserv Asset Management Limited nor its Directors or 
employees shall be liable for any damages whether direct or indirect, incidental, punitive special or consequential 
including lost revenue or lost profits that may arise from or in connection with the use of the information. Investors 
are advised to consult their own investment advisor before making any investment decision in light of their risk 
appetite, investment goals and horizon. This information is subject to change without any prior notice.

 Mutual Fund investments are subject to market risks, read all scheme related documents carefully.
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