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UNITHOLDER INFORMATION REPORT
DSP Mutual Fund (Erstwhile known as DSP BlackRock Mutual Fund)
Mafatlal Center, 10th Floor, Nariman Point, Mumbai — 400 021

The Directors of DSP Trustee Private Limited (‘the Trustee Company’ or ‘Trustee’) have
the pleasure of presenting the 23 Annual Report of DSP Mutual Fund for the financial
year 2019-2020 along with the audited financial statements of the schemes for the
financial year ended on March 31, 2020.

I BRIEF BACKGROUND OF THE TRUST, SPONSORS, TRUSTEE COMPANY
AND ASSET MANAGEMENT COMPANY

a.

DSP MUTUAL FUND

DSP Mutual Fund ('DSPMF’ or ‘the Fund’) was set up as a Trust by the Settlers,
(DSP ADIKO Holdings Private Limited and DSP HMK Holdings Private Limited)
on December 16, 1996, with DSP Trustee Private Limited, (Formerly known
as DSP BlackRock Trustee Company Private Limited) (‘Trustee Company’) as
a Trustee in accordance with the provisions of the Indian Trusts Act, 1882
and is duly registered under the Indian Registration Act, 1908. The Trustee
has entered into an Investment Management Agreement dated December
16, 1996 with DSP Investment Managers Private Limited (Formerly known
as DSP BlackRock Investment Managers Private Limited) Asset Management
Company to the Fund, ((AMC’) to function as the Investment Manager for
all the schemes of the Fund. The Fund was registered with SEBI on January
30, 1997.

SPONSORS

The Fund is sponsored by DSP ADIKO Holdings Private Limited ('DSP Adiko’)
& DSP HMK Holdings Private Limited (‘DSP HMK'). DSP Adiko & DSP HMK
are the Settlors of the Mutual Fund trust. The Settlors have entrusted a sum
of %1 lakh to the Trustee as the initial contribution towards the corpus of
the Mutual Fund.

DSP Adiko and DSP HMK are companies incorporated in 1983 under the
Companies Act, 1956 and are also registered with the Reserve Bank of India
as non deposit taking Non-Banking Finance Companies. These companies
have been functioning as investment companies, dealing in the acquisition
and holding of various investment instruments in the securities market in
India and elsewhere.

DSP TRUSTEE PRIVATE LIMITED

The Trustee Company is the exclusive owner of the Trust Fund and holds
the same in trust for the benefit of the unit holders. The Trustee Company
has been discharging its duties and carrying out the responsibilities as
provided in the SEBI (Mutual Funds) Regulations, 1996 (‘Regulations’) and
the Trust Deed. The Trustee Company seeks to ensure that the Fund and
the schemes floated thereunder are managed by the AMC in accordance
with the Objectives of the scheme, provisions of Trust Deed, Investment
Management Agreement, the Regulations, directions and guidelines issued
by SEBI, the Stock Exchanges, the Association of Mutual Funds in India
("AMFI') and other regulatory agencies.

Directors of DSP Trustee Private Limited

e  Mr. Shitin D. Desai - Mr. Desai served as Executive Vice Chairman
of DSP Merrill Lynch Limited and is one of its Founding Directors and
serves on the Board of Directors of various companies.

e Mr. T. S. Krishnamurthy - Mr. Krishnamurthy, former Chief
Election Commissioner of India, has had a distinguished career in
the Government of India, spanning over 36 years. He has served the
Income Tax department in various capacities and was also appointed
Secretary, Department of Company Affairs, Government of India.

e Mr.S. S. N. Moorthy - Mr. Moorthy was a member of the Securities
Appellate Tribunal in Mumbai during the period January 2011 to
December 2012. He also served as Chairman of the Board of the Central
Board of Direct Taxes, New Delhi during January 2009 to December
2010. He also served as Director General of Income Tax (Investigation).
During July 1997 to July 2006, he served as Commissioner of Income
Tax, Tamil Nadu & Kerala.

e Ms. Pravin Tripathi - Ms. Tripathi was the Deputy Comptroller &
Auditor General (Commercial) and the Chairperson of the Audit
Board. Deeply experienced in accounting & financial management,
determined commercial audit polices and methodologies for all Central
Govt. Companies and Corporations. Ms. Tripathi has handled diverse
responsibilities in setting up the Competition Appellate Tribunal.

e Ms. Dharmishta Raval — Ms. Raval, enrolled as an Advocate of the
Gujarat Bar Association in 1980. She worked extensively with Shri Kirit
Raval, former Solicitor General of India and practiced along with him.
She joined Securities and Exchange Board of India (‘SEBI) in 1990.
While at SEBI co-ordinated with Ministry of Finance and Ministry of
Law for enactment of SEBI Act and amendments to SC(R) Act and
Companies Act. Presently she is a Member of High Powered Advisory
Committee of SEBI.

DSP INVESTMENT MANAGERS PRIVATE LIMITED

DSP Investment Managers Private Limted (‘the AMC’) is a company
registered under the Companies Act, 1956 and has been set up to act
as the Asset Management Company to the Fund DSP ADIKO Holdings
Private Limited holds 54% and DSP HMK Holdings Private Limited holds
34% of the shareholding of the AMC and the balance 12% is held by Ms.
Aditi Kothari Desai and Ms. Shuchi Kothari in equal proportion. The AMC
provides Investment Management Services to DSP India Fund and DSP India
Investment Fund (both based out in Mauritius). The AMC also provides
investment management and trade execution related services to offshore
sovereign funds. The AMC proposes to provide investment management
advice and execution services to DSP ICAV, an umbrella type Irish Collective
Assetmanagement Vehicle. The AMC is the holding company to DSP Pension
Fund Managers Private Limited (DSPPFM). The AMC, in accordance with SEBI
approval, acts as Investment Managers to DSP Alternative Investment Fund
Category Il (DSPAIF — C - Ill) (SEBI registration no. IN/AIF3/13- 14/0059).
The AMC has systems in place to ensure that there is no conflict of interest
between the aforesaid activities. The Mutual Fund/AMC has not authorized
any person to give any information or make any representations, either oral
or written, not stated in SID in connection with issue of Units under the
scheme. Any subscription, purchase or sale made by any person on the basis
of statements or representations which are not contained in SID or which
are inconsistent with the information contained herein shall be solely at the
risk of the investor.

Directors of DSP Investment Managers Private Limited

e Mr. Hemendra Kothari — Mr. Hemendra M. Kothari represents the
fourth generation of a family of prominent stockbrokers. He is the
ex-President of the Bombay Stock Exchange. Mr. Kothari has nearly
50 years of working experience in the financial services industry. He
was the founder of DSP Financial Consultants Limited which later
became DSP Merrill Lynch Limited, where he served as Chairman till
his retirement in 2009. DSP was in a decade-long joint venture with
BlackRock, from 2008 till 2018 where he was Non- Executive Chairman
and is presently the (Non- Executive) Chairman of DSP Investment
Managers Private Limited. He serves as a member on the Advisory
Boards / Committees of various institutions and is also associated with
leading representative forums.

e Ms. Aditi Kothari Desai — Ms. Desai is the Head of Sales and
Marketing at DSP Investment Managers Private Limited. She is also
a member of the Executive Committee. She joined Merrill Lynch’s
investment banking group in New York in 1998, primarily working on
M&A activities in the Financial Institutions Group. Subsequently Ms.
Desai worked in DSP Merrill Lynch Limited as part of the Fixed Income
Sales team and later joined the AMC in 2002 (then DSP Merrill Lynch
Fund Managers), working on various initiatives, including establishing
an offshore fund for foreign investors. Ms. Desai is actively involved in
social initiatives.

e Mr. Uday Khanna - Mr. Khanna was former President of the Bombay
Chamber of Commerce & Industry and was non-executive Chairman of
Bata India Limited He was Managing Director & CEO of Lafarge India
Private Limited from July 2005 to July 2011. He also serves on the Board
of Directors of various other companies.

e Mr. S. Ramadorai — Mr. Ramadorai was in public service from February
2011 to October 2016. During his tenure as the Chairman of National
Skill Development Agency (NSDA) and the National Skill Development
Corporation (NSDC) His approach was to standardize the skilling effort,
ensure quality and commonality of outcomes by leveraging technology
andcreate an inclusive environment to co-operate, collaborate & co-
exist. He strongly believed that empowering the youth with the right
skills can define the future of the country.
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Mr. Ramadorai is currently the Chairman of the Advisory Board at
Tata STRIVE which is the Tata Group’s CSR skill development initiative
that aims to address the pressing national need of skilling youth for
employment, entrepreneurship and community enterprise. He has also
served as the Chairman of the Bombay Stock Exchange.

e Mr. Dhananjay Mungale - Mr. Mungale is a qualified Chartered
Accountant and Lawyer. He has had long and distinguished career
stints with Bank of America and DSP Merrill Lynch, in Corporate, Private
and Investment Banking in India and Europe. His counsel and advice
is sought by policy makers, enterprisers and financial institutions on
matters relating to business strategy, financial and capital markets.
Mr. Mungale serves on the Boards of various entities and institutions
ranging from the publicly held, private to non-governmental. He is also
a member of National Committee of Mahindra United World College.

e Mr. S.S. Mundra -Mr. Mundra retired as Deputy Governor of Reserve
Bank of India after completing a stint of three years. Prior to that, the
last position held by him was as Chairman and Managing Director
of Bank of Baroda from where he superannuated in July 2014.
Prior to joining RBI, Mr. Mundra also served on Boards of several
multi-dimensional companies like the Clearing Corporation of India
Limited(CCIL), Central Depository Services (India) Limited (CDSL), BOB
Asset Management Company, India Infrastructure Finance Corporation
(UK) Ltd. (IIFCL), IndiaFirst Life Insurance Company Limited, Star
Union Dai-Ichi Life Insurance Company Limited, National Payments
Corporation of India Limited, etc. The experience gained in guiding
these entities has bestowed him with wide leadership skills and keen
insights in best practices in Corporate Governance.

. MARKET REVIEW

a.

Fixed Income Market: 2019- 2020

At the onset of the new financial year 2019-20 (FY20), India’s fixed
income market was reeling answers to some of the key issues like
the outcome of general elections, liquidity situation in banking
system and solutions to credit problems which started in Sept 2018.

General election outcome was important as a stronger mandate would have
enabled to plant the seed of macro stability paving the path for sustainability
of growth. Thankfully the NDA government came out of the elections with
a thumping majority. Expectation was that strong mandate would allow the
government to avoid loose fiscal policies (farm loan waiver, NREGA, etc.)
and would enable the government to make strong economic decisions and
walk on the path of fiscal consolidation. In June 2020, when the NDA 2.0
presented the Budget for FY20 - 21, the government had announced their
intension clearly to stick to credit led growth in economy and avoid the
mantle of fiscal led growth. Also, the Budget had announced the provision
of funding the deficit through overseas borrowing, which would help
to reduce pressure on domestic borrowing. Over the course of the year,
government had announced various other measures on corporate tax rate
cuts, FDI limits across sectors, etc. which would go a long way to boost the
overall economic growth in the future.

Hence, Strong political mandate + Fiscal consolidation + Funding
deficit through overseas borrowing + Other announcements (as
mentioned above) had helped to boost the confidence among the
fixed income market participants and we saw a sharp correction
specially in sovereign bond yields in FY20.

In terms of liquidity, the banking system was facing deficit in the early part
of FY20 because of rise in currency in circulation (generally seen high before
the elections) as well as rapid remonetisation methods adopted by RBI to
stabilize the local currency. Over the period of time, measures like Repo Rate
cuts, Open Market Operations (OMOs), FX Swaps, timely release of PCA
banks into the mainstream lending helped to improve the liquidity condition
and put a stop to rise in MCLR, thereby putting a cap to rise in AAA bond
yields. As large and medium NBFCs were facing issues on availability of
money because of risk averseness by MFs and banks primarily due to credit
events, therefore yields below AAA remain elevated throughout the year.
Further to address weakness in the real economy, it conducted Long Term
Repo Operations (LTROs) at policy rate to incentivise bank lending. Money
markets vyields softened through most part of the year in response to
these measures. These aided inflows into various categories of debt funds
particularly those operating at the short end of the yield curve.

The year, nonetheless ended on a sombre note with the onset of COVID-19
and drastic measures required to contain the pandemic. RBI also responded
aggressively by preponing the Monetary Policy Committee (MPC) meeting to
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March and announcing a slew of liquidity injection measures viz., Targetted
LTROs (TLTROs), cut in Cash Reserve Ratio (CRR) and OMOs, apart from the
steep cut in policy rates. However, the flight of liquidity had already begun,
resulting in significant redemptions from short end funds leading to severe
demand destruction and consequent spike in yields.

In FY20, we have seen a flurry of credit related issues, as challenges in the
shadow banking vertical percolated onto the broader credit markets. As one
problem relates to slew of other problems (domino effect), we witnessed
the negative domino effect in India’s economy. Not only the overall credit
creation had slowed down, but issues in shadow banking sector were
negative for many banks - especially those which had large exposure to
the sector. Because of the fear of rise in bank NPAs, we saw a sharp price
correction and rise in bond yields for some of these banking names. In
order to provide the financial stability and provide solutions to the credit
problems, RBI and government had coordinated actions and announced
many measures.

To summarize, both macro backdrop and policy measures presented
an environment which was favorable for bond markets (especially
for sovereign yields) in FY20. We saw government’s intent towards
fiscal discipline, domestic and global growth was lackluster, and
current account deficit and inflation under control. In terms of policy
measures, we saw accommodative stance by RBI continue till end
of FY20 and banking liquidity situation improved over the course
of time.

Equity Market: 2019 - 20

2019-20 was certainly one of the most interesting years in recent times, not
just for India but also for the world as lack of growth forced central banks
policies to be more accommodative vs their view of increasing interest rate
at the beginning of the year. In India, on one side markets were driven by
general elections which resulted in the Modi government coming to power
with majority, implying continuity and stability of government and policy. On
the other, India also saw its quarterly GDP growth slip to 4.5% in September
2019, the lowest since 2013, led by more cyclical than structural factors.
The year was also a bit challenging and perplexing from an investor’s
perspective. Anecdotally, most diversified investors investing across market
capitalizations failed to generate adequate returns because investing in top
15-20 names became the only way of generating decent returns. ‘Good
Quality” became the go-to word, while ‘value’ kept slipping away into a
value trap. Market levels lost all the correlation with the real economy as we
saw the lowest print on the GDP while market kept making newer highs.
Perhaps the most significant announcement from the last year was the
corporate tax rate cuts. In Sep 2019, The govt. a) cut corporate tax rates
from 35% to 25%, and b) set a 17% tax rate for any company incorporated
after 1st Oct 2019 and where manufacturing starts before 31st Mar 2023.
Corporates would effectively see a boost to profitability and cash flows.
Companies could use this tax windfall by either retaining money in the
business, lowering prices of products, deleveraging or capex/acquisitions.
Significant reduction in tax rate for new investments could make India a
very attractive capital investment destination for global corporates (at a time
when there could be a shift away from China owing to the US-China trade
war, had more recent supply chain issues pertaining to Covid19). Companies
could use India as a base not just for exports but as a foothold into the large
and underpenetrated India consumption theme. The tax cut announcement
signals the govt.’s commitment to push ahead with structural reforms and
growth. Corporate earnings which have been under pressure for the past
few years may get ~8-10% EPS boost on a sustained basis.

In terms of challenges, ongoing cyclical headwinds include lack of public
and private capex, tight credit conditions especially in the NBFC (non-
bank finance companies) space due to financial stability concerns, lack
of disposable income due to low wage growth etc. Monetary policy
transmission has also been an issue. Despite the RBI cutting rates, only a
portion of this has been passed on to borrowers, and many banks have
become very risk averse. This needs to change, otherwise borrowing rates
remain high, and demand revival will be delayed. To aid this, RBI's recent
guidelines mandate all new floating rate home, auto and retail loans be
linked to external benchmarks (like repo), which banks have started
implementing. The NBFC (Non-Banking Finance Companies) liquidity crisis
notwithstanding, some banks too were struggling, with battered down
valuations severely limiting options for a capital raise. With both NBFCs and
private banks pulling back, the credit crunch has persisted.

The Budget announced in Feb 2020 was more long-term in focus, with
limited near-term stimulus. Positives included credible budget math with
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realistic revenue assumptions (although with Covid, these have gone
for a toss, and understandably so), some income tax rate rationalization
and providing comfort to foreign investors like sovereign wealth funds’
infrastructure investments through some tax exemptions.

As the financial year was coming to an end, the BSE Sensex closed at
~25,981 on 23 March 2020, the lowest since 2017, in the wake of the
global coronavirus issue. This has been an evolving situation, with the
country going into a lockdown, and limited visibility on the future and
nature of the crisis.

INVESTMENT OBJECTIVES & PERFORMANCE OF THE SCHEMES

Investment Objectives, one year and since inception performance vis-a-vis its
benchmarks, closing Assets under Management (‘AuM’) as on March 31, 2020
for all open ended schemes of the Fund, DSP 3 Years Close Ended Equity Fund
(Maturity Date January 4, 2021) and DSP A.C.E. Funds (Analyst’s Conviction
Equalized) are given in Annexure IA to this Report. Investment Objectives, one
year and since inception performance vis-a-vis its benchmarks, closing Assets
under Management ("AuM’) as on March 31, 2020 or Maturity Date (if scheme
matured before March 31, 2020) for all Fixed Maturity Plans, Fixed Term Plans
and Dual Advantage Funds are given in Annexure IB to this Report.

BRIEF COMMENTARY ON ONE YEAR AND SINCE INCEPTION SCHEMES
PERFORMANCE VIS-A-VIS ITS BENCHMARKS

A. EQUITY SCHEMES

a.

DSP EQUITY FUND: The scheme outperformed its benchmark (Nifty
500 TRI Index) over the last financial year. The sector positions which
aided performance were underweight positions in consumer staples
and overweight in healthcare. Overweights in financials, industrials
and consumer discretionary detracted from performance. The fund has
outperformed its benchmark since inception.

DSP EQUITY OPPORTUNITIES FUND: The scheme underwent a
benchmark change during the year, from Nifty 500 TRI Index (till Sep
2019) to Nifty Large Midcap 250 TRI Index. Before the benchmark
change, the fund outperformed its benchmark. The sector positions
which aided performance were overweight in financials and
underweight in energy and staples. Performance detraction was
driven by overweights in healthcare and materials. Post the benchmark
change, the fund has performed in line with the benchmark. The sector
positions which aided performance were overweight in financials and
underweight in energy and staples. All sectors were in the negative.
Main detractors were overweights in financials and materials and equal
weight in industrials.

DSP TOP 100 EQUITY FUND: The scheme outperformed its
benchmark (S&P BSE 100 TRI Index) over the last financial year.
Underweight positions in staples and equalweight in communication
services positively impacted performance. Overweight in financials,
industrials and discretionary detracted from performance. The scheme
has outperformed its benchmark since inception.

DSP INDIA T.I.G.E.R. FUND (The Infrastructure Growth and
Economic Reforms Fund): The scheme underperformed its benchmark
(S&P BSE 100 TRI Index) over the last financial year. Overweight in
communication services aided performance, while overweight in
industrials and underweights in financials detracted from performance.
The scheme has underperformed its benchmark since inception.

DSP MID CAP FUND: The scheme outperformed its benchmark
(Nifty Midcap 100 TRI Index) over the last financial year. Key sectoral
contributor to performance was overweight in healthcare. Underweight
in financials, overweight in industrials led to negative performance. The
scheme has outperformed its benchmark since inception.

DSP TAX SAVER FUND: The scheme outperformed its benchmark
(Nifty 500 TRI Index) over the last financial year. Underweight in
consumer staples contributed to performance. Equal weight in
financials, underweight in consumer discretionary, overweight in
materials and industrials detracted from performance. The scheme has
outperformed its benchmark since inception.

DSP SMALL CAP FUND: The scheme outperformed its benchmark
(S&P BSE SmallCap TRI) over the last financial year. Underweight in
healthcare contributed to performance. Underweight in financials and
industrials and overweights in discretionary and materials detracted
from performance. The scheme has outperformed its benchmark since
inception.

DSP NATURAL RESOURCES AND NEW ENERGY FUND: The scheme
outperformed its benchmark (Composite Benchmark comprising 35%
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S&P BSE Oil & Gas Index, 30% S&P BSE Metals Index, 35% MSCI
World Energy Index 10/40 Net Total Return — Net & Expressed in INR;
Nomalised values) over the last financial year. Exposures across the
sectors utilities, materials and energy were negative. The scheme has
outperformed its benchmark since inception.

DSP FOCUS FUND: The scheme outperformed its benchmark (S&P
BSE 200 TRI Index) over the last financial year. Underweight in the
healthcare contributed to performance. Overweights on industrials,
financials and materials detracted from performance. The scheme has
underperformed its benchmark since inception.

DSP EQUITY SAVINGS FUND: For the equity portion of the portfolio,
compared to the BSE 200, underweights on financials, real estate,
energy and materials and overweight in healthcare contributed to
relative outperformance, while overweights on industrials and utilities,
and underweight on staples and IT were performance detractors.
The fixed income component of the scheme mirrors the strategy on
short term debt funds. The scheme typically invests in money market
instruments, corporate debt securities and government securities such
that Macaulay duration of the portfolio is between 1 year and 2 years.
The fixed income component has delivered a return of 6.7% vs. CRISIL
Liquid Fund Index return of 7.55% in last one year. The scheme has
underperformed its benchmark since inception.

DSP ARBITRAGE FUND: The scheme outperformed its benchmark
(Nifty 50 Arbitrage Index) over the last financial year. Heightened
volatility during the course of the year and availability of arbitrage
opportunities has aided the category both in terms of returns. The
scheme has outperformed its benchmark since inception.

DSP EQUAL NIFTY 50 FUND: The Scheme has been aligned to its
underlying benchmark NIFTY 50 Equal Weight TRI Index at all points
of time since inception. The Scheme has been able to generate
returns that are commensurate (before fees and expenses) with the
performance of the underlying Index, subject to tracking error.

DSP DYNAMIC ASSET ALLOCATION FUND: The scheme
outperformed its benchmark (CRISIL Hybrid 35+65 — Aggressive Index)
during the last financial year. The outperformance was on account
of lower allocation to equities as compared to benchmark during
the financial year. W.e.f September 18, 2019 there was a change in
the asset allocation model of the Fund. As per the new model the
scheme dynamically manages allocation between equity and debt
by assessing equity market attractiveness. Core Equity allocation is
arrived at on the basis of two factor asset allocation model which
incorporates fundamental & technical signals. Based on this model,
the recommended asset allocation of the scheme (as of March 31,
2020) is as follows: Equity 70%, Debt & Cash 30%. The fund has
underperformed its benchmark since inception.

DSP 3 YEARS CLOSE ENDED EQUITY FUND(Maturity Date
January 4, 2021): The scheme reached maturity on November 27
2017. In accordance with the SEBI regulations, it was decided to roll
over and extend the maturity of the scheme for a further period of
approximately 37 months. The type of scheme was modified from ‘A
close ended Equity scheme’ to ‘Multi Cap Fund- A close ended equity
scheme investing across large cap, mid cap, small cap stocks'.”. The
fund has outperformed the benchmark (Nifty 500 TRI Index) during the
last financial year and since inception.

DSP A.C.E (ANALYST'S CONVICTION EQUALIZED) FUND (Series
1): The portfolio is constructed by equal weighting analyst's highest
conviction stocks picked from across the coverage pool. There is no
sector-bias as the sector weights are maintained the same as that of the
Nifty 500 TRI Index. The fund has outperformed the benchmark during
the last financial year and since inception.

p. DSP A.C.E (ANALYST'S CONVICTION EQUALIZED) FUND (Series

2): The portfolio is constructed by equal weighting analyst’s highest
conviction stocks picked from across the coverage pool. There is no
sector-bias as the sector weights are maintained the same as that of
the Nifty 500 TRI Index. The added feature of A.C.E Fund Series 2
(compared to Series 1) was that the put options could be exercised
during interim market corrections in order to book profits. The fund
has outperformed the benchmark during the last financial year and
since inception.

DSP HEALTHCARE FUND: The scheme was launched on November 30,
2018. The fund has outperformed the benchmark (S&P BSE Healthcare
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index) in the last financial year, as well as since inception. Since it is a
sectoral fund, the performance is attributable to stock selection.

r. DSP NIFTY 50 INDEX FUND: The scheme has been aligned to its
underlying benchmark NIFTY 50 TRI Index at all points of time since
inception. The scheme has been able to generate returns that are
commensurate (before fees and expenses) with the performance of the
underlying Index, subject to tracking error.

s. DSP NIFTY NEXT 50 INDEX FUND: The scheme has been aligned to
its underlying benchmark NIFTY Next 50 Index at all points of time
since inception. The scheme has been able to generate returns that are
commensurate (before fees and expenses) with the performance of the
underlying Index, subject to tracking error.

t. DSP QUANT FUND: The scheme has been aligned to its underlying
quant model at all points of time since inception. The Scheme was
lunched on June 10, 2019. Since the Scheme has not completed 1 year,
performance data for 1 year and since inception is not provided.

B. FUND OF FUNDS SCHEMES

a. DSP WORLD GOLD FUND: The scheme underperformed its
benchmark (FTSE Gold Mines Index) over the last financial year and
since inception. The underlying Fund's underweight position in
Newmont was the largest detractor from relative performance which
despite its higher weightage, is significantly underweight benchmark
weightage. On the other hand, one of the top positive contributors
to relative performance was off-benchmark position in Polyus which
performed positively. The scheme underperformed its benchmark (FTSE
Gold Mines Index) since inception.

b. DSP WORLD ENERGY FUND: The scheme outperformed its
benchmark (Composite Benchmark = 70.00% MSCI World Energy
10/40 Net Total Return & 30.00% MSCI World (Net) - Net &
Expressed in INR; Normalised Values) over the last financial year and
underperformed its benchmark since inception. Within the underlying
BlackRock Global Fund (BGF) World Energy Fund, companies that
outperformed from a relative performance perspective over the
period included the more ‘defensive’ energy companies. The largest
detractor from relative performance was Kosmos Energy. The main
detractors to performance of the underlying BGF Sustainable Energy
Fund included On Semiconductor. Companies with exposure to autos
came under pressure given reduced sales. On the other hand, the clean
utility companies benefitted from their more resilient earnings, along
with other ‘bond proxies’ given the impact to economic growth from
movement restrictions to fight the spread of coronavirus. The scheme
underperformed its benchmark since inception.

c. DSP WORLD MINING FUND: The scheme underperformed its
benchmark (Euromoney Global Mining Constrained Weights Net Total
Return Index) over the last financial year and since inception. The
underlying Fund's overweight positions in gold producers and gold
royalty companies were among the top performers. These companies
performed well on the back of the strong performance of the underlying
gold price. On the negative side, the underlying Fund'’s positions in Ero
Copper and Teck Resources appeared amongst the largest detractors
from relative performance. Their share prices came under pressure on
the back of the copper price falling by -26.0% during the period. The
scheme underperformed its benchmark since inception.

d. DSP WORLD AGRICULTURE FUND: The scheme underperformed
its benchmark (MSCI All Country World Index Net Total Returns) over
the last financial year and since inception. HelloFresh was the largest
contributor to absolute returns during the period. The company has
performed well in the current environment as consumers have been
unable to obtain their produce from supermarkets so have been
looking at alternative methods, such as meal kits. On the other hand,
the underlying Fund’s position in UPL was the largest detractor. The
crop solutions company was negatively impacted by the market
volatility relating to emerging markets. The scheme undertperformed
its benchmark since inception.

e. DSP US FLEXIBLE” EQUITY FUND: The scheme underperformed its

benchmark (Russell 1000 Index) over the last financial year and since
inception. The main detractor of the performance of the underlying
Fund was due to selection within consumer staples among tobacco and
beverages, and no exposure to household products. Selection within
financial sector also detracted the performance. An overweight to the
energy sector and the off-benchmark position in BP also contributed to
underperformance. The scheme underperformed its benchmark since
inception.
AThe term “Flexible” in the name of the Scheme signifies that the
Investment Manager of the Underlying Fund can invest either in growth
or value investment characteristic securities placing an emphasis as the
market outlook warrants.
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DSP GLOBAL ALLOCATION FUND: The scheme underperformed
its benchmark (Composite Benchmark = (36% S&P 500 Composite;
24% FTSE World (ex-US); 24% ML US Treasury Current 5 Year; 16%
FTSE Non-USD World Government Bond Index); Normalised Values)
during the last financial year and since inception. Within equities,
the underlying Fund’s stock selection within industrials and financials
detracted from returns. This was partially offset by positive stock
selection within communication services and consumer discretionary
which were additive. Broad underweight to fixed income detracted
from returns. Within fixed income, the underlying Fund’s overweight
to credit detracted from performance, while an underweight to
European and Japanese government bonds added to returns. Exposure
to precious-metals (specifically gold) and to cash and cash equivalents
added to returns. The scheme underformed its benchmark since
inception.

C. HYBRID SCHEMES

a.

DSP EQUITY & BOND FUND : The scheme outperformed its benchmark
(CRISIL Hybrid 35+65 - Aggressive Index) over the last financial year.
On the equity component of the portfolio, the sector positions which
aided performance were underweight positions in consumer staples
and overweight in healthcare. Overweights in financials, industrials
and consumer discretionary detracted from performance. The fixed
income component of the scheme mirrors the strategy on short term /
Medium debt funds. Since-inception performance comparison with the
benchmark is not available as the CRISIL Hybrid 35+65 — Aggressive
Index was not available at the time of inception of the fund.

DSP REGULAR SAVINGS FUND :The scheme underperformed its
benchmark (CRISIL Hybrid 85+15 — Conservative Index) during the
financial year. For the equity component of the portfolio, compared to
the BSE 200 for reference, overweight in healthcare and underweight
on consumer discretionary and real estate contributed to performance.
Overweight on industrials, communication services, financials and
utilities, coupled with an underweight on energy, IT, materials, staples
contributed to underperformance. The fixed income component of the
scheme mirrors the strategy on short term/Medium term debt funds.
The scheme has outperformed its benchmark since inception.

D. INCOME SCHEMES

a)

b)

[9]

d)

e)

DSP GOVERNMENT SECURITIES FUND : The scheme outperformed
the benchmark (ICICI Securities Li-Bex) during the last one-year period.
The outperformance of the scheme can be attributed to higher
allocation to the belly of the curve and RBI accommodative stance
aided higher duration positioning. The scheme has underperformed
the benchmark for the period since inception.

DSP CREDIT RISK FUND : The scheme underperformed its benchmark
(CRISIL Short Term Credit Risk Index)in the last financial year. Its
underperformance can be attributed to higher number downgrades
and defaults in the portfolio. The scheme had two significant defaults
this year, one being Coffee Day Natural Resources Private Limited
and the other being Sintex BAPL Limited. Though both these bonds
are secured, the process of realization of security is time consuming
and the bonds were marked down, impacting the fund performance.
The movement in yields in Nayara Energy Ltd and KKR India Financial
Services Ltd, which were highly concentrated in the portfolio, also
affected fund performance. The scheme has underperformed the
benchmark for the period since inception.

DSP SAVINGS FUND : The scheme performed in line with its
benchmark (CRISIL Money Market Index) in the last financial year as
it was running a passive roll-down strategy. The scheme intended to
participate in the elevated spread of the 1-year asset over repo rate in
the month of March and continue to hold on to this specific maturity
through the year, instead of actively changing its interest rate risk. The
scheme invests in only money market instruments, primarily Certificates
of Deposit and Commercial Papers. The scheme has underperformed
the benchmark for the period since inception.

DSP LOW DURATION FUND : The scheme outperformed its
benchmark (NIFTY Low Duration Debt Index) in the last financial year.
In a declining rate environment, the duration of the fund was actively
managed to optimize the opportunities to make capital gains by trading
in the front end of the yield curve. The scheme has outperformed its
benchmark since inception.

DSP BANKING & PSU DEBT FUND : The scheme outperformed its
benchmark (Nifty Banking & PSU Debt Index) in the last financial year.
In a declining rate environment, the duration of the fund was actively
managed to optimize the opportunities to make capital gains by
trading in the short to medium segment of the yield curve. The scheme
has outperformed its benchmark since inception.
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f) DSP BOND FUND: The scheme underperformed its benchmark (CRISIL
Medium Term Debt Index) in the last financial year. Fund's exposure
to Dewan Housing Financial Limited has majorly contributed to the
underperformance. The movement in yields KKR India Financial Services
Ltd, which were highly concentrated in the portfolio, also affected fund
performance. The scheme has underperformed the benchmark for the
period since inception.

g) DSP 10Y G-SEC FUND: The scheme underperformed it's benchmark
(CRISIL 10 year Gilt index) during the last one year. This scheme
predominantly maintains allocation to benchmark ten-year government
security and is managed passively. This scheme has outperformed the
benchmark since inception.

h) DSP SHORT TERM FUND : The scheme underperformed its
benchmark (CRISIL Short Term Bond Fund Index) in the last Financial
Year. Higher volatility in the perpetual bonds through the last quarter
of the fiscal also contributed to the underperformance. The scheme has
outperformed its benchmark since inception.

i) DSP STRATEGIC BOND FUND : The scheme underperformed
the benchmark (CRISIL Composite Bond Fund Index) for the last
financial year. Relative conservatism in the duration profile and
maintaining higher allocations government securities attributed to
the underperformance through the last financial year. The scheme has
outperformed its benchmark since inception.

j) DSP LIQUIDITY FUND: The scheme underperformed its
benchmark (CRISIL Liquid Fund Index) in the last financial year. The
underperformance in this segment vis-a-vis the benchmark can be
attributed to conservative credit positioning as well as scheme expenses
as the benchmark does not have any expenses. Since this category is
predominantly used for cash management, the underlying portfolio
securities are of high credit quality. High credit quality with virtually
no interest rate risk makes it difficult to generate returns beyond
the portfolio YTM, which after expenses has much lower returns
as compared to the benchmark. The scheme has outperformed its
benchmark since inception.

k) DSP ULTRA SHORT FUND: The scheme underperformed its
benchmark (CRISIL Ultra Short Term Debt Index) during the last financial
year. The underperformance in this segment vis-a-vis the benchmark
can be attributed to conservative credit positioning. The scheme has
underperformed its benchmark since inception.

1) DSP CORPORATE BOND FUND - The scheme underperformed its
benchmark (CRISIL Composite Bond Fund Index) in the last financial
year. This scheme runs a passive roll down strategy for 3.5 years. The
scheme has underperformed its benchmark since inception.

m) DSP LIQUID ETF: The scheme has been providing current income,
commensurate with relatively low risk while providing a high level
of liquidity, primarily through a portfolio of Tri-party Repo, Repo in
Government Securities, Reverse Repos and similar other overnight
instruments. The scheme has underperformed its benchmark (Nifty 1D
Rate Index) since inception and also in last 1 year.

n) DSP OVERNIGHT FUND: The scheme outperformed its benchmark
(CRISIL Overnight Index) in the last financial year. The scheme deployed
its funds in the overnight market and optimised returns though
efficient execution. The scheme has outperformed its benchmark since
inception.

FIXED MATURITY PLANS/ FIXED TERM PLANS/ DUAL ADVANTAGE

FUNDS (CLOSED-ENDED SCHEMES):

There were no new close ended schemes launched during Financial
Year 2019-2020. FMP's, FTP's and DAF's performed satisfactorily and
in accordance with expectations at the time of their launches. However,
their performance comparison with their respective benchmarks may vary
depending on their tenor, portfolio construction, rating profile as well as
sector allocation.

V. FUTURE OUTLOOK

A.

Debt Markets

Outlook on interest rates:

It's an unusual environment when hierarchies across global economy, despite
their powers and might, are bracing a common theme of ‘unknowns’ with
finite ammunition at their disposal.

Governments fear the extent of steepness in the COVID curve and its
resultant impact on respective economies, central banks fear the extent of
strengthening USD and its impact on their respective currencies, businesses
fear the extent of timelines for lock down and its resultant impact on
liquidity and cash flows and last, but not the least, for an investor all these
fears look a tall order to overcome. It is indeed impossible to price in each of
these fears into action be it for economies or for the portfolios.
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Here's our attempt to decipher the noise with an endeavour to help
informed decision making.

Financial markets are often identified in four stages.

1. Risk on — When equities and commodities outperform
2. Risk off — When bonds outperform

3. Flight to Safety — When Gold outperforms

4. Flight to liquidity — When only US Dollar outperforms.

We were in this fourth stage where US Dollar was outperforming as
the world order moved to flight to safety. This reflected in considerable
reduction of investible surplus globally leading to meltdown in various asset
classes. Central banks response to maintain super surplus liquidity not only
to satiate the requirements of liquidity but also to provide desired oxygen to
refrain from hard landing of the economy.

These four stages cannot be construed as cycles as trigger to move from one
phase to another can be an external event like the current pandemic or the
attacks of September’11 which can’t be priced into a portfolio.

How would these things unfold?

Simply put, the exit route would just be the reverse order for 4 stages of
financial markets as mentioned above.

As we are yet to ascertain the depth and breadth of the unknowns’ the
world order continues to operate in ‘flight to liquidity’ mode. Trillions of
US Dollars pumped by Federal Reserve aren’t exchanging much hands and
are largely confined to a select section of have's and central banks only.
This reflects in growth crashing down as hoarding of liquidity leads to
considerable drop in velocity (movement) of money. As we get to close to
the end game of this pandemic (don’t know when!!) we should see the
world order reversing.

Value of any commodity is determined by its demand and supply. On-going
surge in supply of dollar (by Federal Reserve) will eventually reverse as and
when we get closer to the end of this pandemic. Herein, the liquidity glut in
USD coupled with negative short term rates will eventually start the reverse
order for a move from ‘flight to liquidity to ‘flight to safety’.

As the fears of unknowns recede, disruptions in supply chain tend to reflect
upside risks to inflation. Commodities, battered down through the growth
slow down, tend to revive soon amidst a rush to revive demand. Gold is
another leading indicator which depicts the move from ‘flight to liquidity’ to
‘flight to safety’ as weakness in USD often indicates strengthening bias for
gold. This precious metal also acts as a hedge to the inflationary expectations
leading to upside swings signalling early signs of return of risk appetite.

As yield curve tends to steepen through this phase, policy makers tend to
reduce the extent of fiscal stimulus allowing lower interest rates to sustain
the momentum for broader economies to re