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Play In Yield Curve Helps Debt Schemes Earn Up To 15% Returns In Past Few Months 
Sha iles h Menon 

MUMBAI 

B ATfERED by tht' sustained down­
trend in t"quitks, high net worth 
investors are turning towards debt 

portlolio management schemes (debt 
PI\\Sj which art" garnering average an­
nualised returns close to 15% over the 
past few months. 

A JXHtfo~o study conducroo by Trust In­
vestment Advisor; shows thaI debt PMS 
have not only Olitpetiolllloo equity IXlrtfo­
Ii O'l by a mile, but also have logged !xii eT ft'"­

turnscomparN to inmme funds and flXOO 
maturity plans. A 1cok at tht-yield profile 01 
debt instmme1llS (nO! disclosed in public 
domain) <;Iatt"S Ihai while debt PMS poslt-d 
an average J'e1urn of 14.4% (alillualisoo & 
pre-tax). income funds and FMPs have re­
turned -1.1 % and 10.2%, respeaivdy. 

Retums have nO! Ix-en easy for PMS 
fund managers as they 5t"t"'ll100 to have rig­
oromly played on yield rurve and dur.l­
tion. considering the high volatility in inter­
est ratesduringJuly .lnd Augu<;!. In 1.10, the 
I O-ye.lr G-Sec had rallied wdl above the 
9% nt.uk (rurrentlytradingin the range of 

8.5% t09% ) soon after RB[ announced its 
crtxlit policy re\ lew in July-end. 

"The returns in debt PMS come from 
trading in debt papers as wdl as from 
coupon interest. It gives greater scope to 
the lund manager to play on the yield 
rurw'and duration dt,pt'ndingon the in­
terest rate scenario: said Maneesh Ku­
mar, head-wealth management solu­
tions, ASK ',,"'ealth Advisors, which also 
oller; debt PMSs. 

· Over the past three months, when in­
terest rates were tightening, sew'ral debt 
PMS lund manager; had reduced the du­
ration 01 the JX>rtfolio by investing in short­
term papt'r;. Howt'Ver,IXlst the rt=nt eas­
ing of innation and the 10-year G-sec 
yidds. lund managers have retreattxl to 
thdr older portfolios to indude longerdat­
ed securities lor capturing capital apprt'Cia­
tion. ' Mr Kumar added. 

According to experts. income fund 
managers were trapped with papt'rs hav­
ing longer dur.ltion while interest rates 
were tightt'ning during June and July. 
Debt fund manager; were able to modify 
the duration ollXlrtlolios to shorter dura­
tion. Also money market instruments 

lormed a large percemage 01 debt PMS 
portfolio and that worked to the advantage 
of debt PMSs. experts said. 

However, there is a S('gIllent in the mar­
ket which reckons that it is pretty much 
diffiru It for debt portfolios to log rt1Urt1S in 
the range 0115% in presem conditions. 
"There is no way to check the daims of 
brokerages that have pro\~dtxl such re­
turns. For all we know. they might be in­
ve<;!ing in equities as wdL It is a common 
pr.loice among broker ages (offering debt 
PMS) to buy (option) puts inlalling market 
conditions,· said a debt lund manager. 

'Yielding 15% returns by investing 
purdy into debt paper; looks highly im­
probabk.1t will probablyworkiltheyin­
vest in equities and hi-intert'st unrated 
paper;,' the lund manager added. Unrat­
ed (or lowly rated) bonds and paper; 
come with higher interest rates. often 
ranging between [[ % and [4 %. 

There are takers for undt'r-rated state 
government and st'mi-government 
bonds as well. These instruments yield 
higher in tht' range of 200 bps to 300 bps 
over triple' A' rated papers. 
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