
HSBC Gilt Fund
Time to act is now - Wider 

clarity on the drivers 

impacting bond markets.

RBI’s MPC decision on August 6th was a neutral hold with RBI choosing to be on a wait and watch mode after 
frontloading ~100 bps of rate cuts since Feb-2025. Post this we have seen the curve move higher by 20-25 bps making 
for a case for us to consider value buying in the Gilt segment.

Security Pre Aug-25 MPC 05-Aug-2025 Current 03-Sep-25 Change (in bps)

2 year G-Sec
3 year G-Sec
5 year G-Sec
10 year G-Sec
15 year G-sec
30 Year G-Sec

5.68%
5.86%
6.01%
6.33%
6.69%
7.02%

5.92%
6.11%
6.29%
6.54%
6.92%
7.27%

24
25
28
21
22
25

This recent move in yields has presented a window of opportunity to enter at attractive valuations as wider clarity 
emerges on the below drivers impacting bond markets:

•  Real GDP growth for Q1FY26 print at 7.80% beat market expectations by a wide 
margin, but on eliminating the noise we see a softer nominal GDP at 8.80% due to a lower deflator and high frequency 
indicators continuing to suggest a softer growth dynamic. Thus, despite the higher print, we see scope for RBI to 
focus on growth and allows for one more cut in its pocket.

•  Inflation dynamics are expected to turn favorable with RBI's 1-Year forward inflation 
estimate at 4.90% likely to trend lower due to upcoming GST rationalization bringing down prices of items of mass 
consumption to lower rates of 5% and 18%. 

• Revenue slippage on account of GST rationalization is likely to be contained and not as 
large as earlier expected. The government has largely frontloaded Capex in H1 so far, allowing for Centre to have 
sufficient leeway to meet its fiscal deficit target through expenditure rationalization and we don't foresee additional 
borrowing.

•  US Fed is now largely expected to start cutting rates again as softer growth and employment 
data is now fueling market expectations of a least 2 cuts in CY2025 and another 3 cuts in CY2026. Easing cycle in US 
along with lower inflation and softer growth may give RBI a larger wiggle room than earlier expected. 

Signs point to a softer growth:

Inflation to remain benign:

Fiscal largely contained: 

Fed to start cutting:
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•  US Fed is now largely expected to start cutting rates again as softer growth and employment 
data is now fueling market expectations of atleast 2 cuts in CY2025 and another 3 cuts in CY2026. Easing cycle in US 
along with lower inflation and softer growth may give RBI a larger wiggle room than earlier expected. 

•  RBI has been on a pause since Jun-2025 MPC meeting and the 10Y G-Sec-
Repo spread has since widened from ~25 bps on Jun 05, 2025 to ~103 bps on Sep 03, 2025 (2.5 years' high). Going 
ahead RBI is likely to be data dependent and as reasoned above, it is likely to have some space for another cut by 
CY2025 Post that we expect RBI to remain at a long pause allowing for likely compression in the 10Y G-Sec-Repo spread.

• In Aug-2025, FPIs have become net buyers of ~INR 13,900 cr in G-Sec after remaining net sellers in 
Q1FY2026 to the tune of ~INR 31,000 cr. 

• System liquidity has improved given month end spending by the government and 
is likely to remain supported given CRR rate cuts are to come into effect starting Sep 6th and be fully in place by end 
Nov-2025. The infusion of liquidity due to CRR cuts is likely to offset the impact of leakages due to the upcoming 
festive season.

• RBI has met with market participants for consultations ahead of H2 
borrowing plan decisions. News is abuzz with various recommendations given to RBI with respect to reduction in 
long end supply which can aid in spread compression. 

G-Sec demand supply worries may surface from time to time, however such instances of markets in oversold territories 
can provide entry points to take strategic calls when yields spike and valuations become favorable. One such 
opportunity has opened-up, with the risk-reward looking favorable. HSBC Gilt Fund’s current strategy provides an 
opportunity to capture these market movements.

 HSBC Gilt Fund positioning as of Aug-2025 end is positioned in the liquid 10Y segment for 58% and in 
the long end G-Sec for 28%. Cash has allowed us to capitalize on spike in long end yields in early September. We remain 
watchful for incoming data and other such opportunities as and when it presents itself.

Fed to start cutting:

Compression in 10Y G-Sec-Repo Spread:

FPI turn buyers: 

Liquidity to remain comfortable: 

Expectations of rejig in H2 borrowing calendar: 

Our Take

Fund Positioning:

Tenor % Allocation (31-Aug-2025)

10 Years
15 Years
30 Years
40 Years
Cash

58%
4%
10%
14%
15%

Source: CCIL, RBI, Bloomberg, PIB, GST Council. Data as on Sept 4, 2025 or latest available.

Click here for more details for scheme’s portfolio as on August 31, 2025: https://www.assetmanagement.hsbc.co.in/en/mutual-funds/investor-
resources/-/media/files/attachments/india/mutual-funds/fortnightly-debt-portfolio/document-31082025/hsbc-gilt-fund-31-aug-2025.xlsx
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Spread (10yr G-Sec vs Repo) vs Repo Rate

Source: Bloomberg

https://www.assetmanagement.hsbc.co.in/en/mutual-funds/investorresources/-/media/files/attachments/india/mutual-funds/fortnightly-debt-portfolio/document-31082025/hsbc-gilt-fund-31-aug-2025.xlsx
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Note: Views provided above are based on information in public domain and subject to change. Investors are requested to consult their financial 
advisor for any investment decisions. 

Disclaimer: This document has been prepared by HSBC Asset Management (India) Private Limited (HSBC) for information purposes only and should not be construed as i) 
an offer or recommendation to buy or sell securities, commodities, currencies or other investments referred to herein; or ii) an offer to sell or a solicitation or an offer for 
purchase of any of the funds of HSBC Mutual Fund; or iii) an investment research or investment advice. It does not have regard to specific investment objectives, financial 
situation and the particular needs of any specific person who may receive this document. Investors should seek personal and independent advice regarding the 
appropriateness of investing in any of the funds, securities, other investment or investment strategies that may have been discussed or referred herein and should 
understand that the views regarding future prospects may or may not be realized. In no event shall HSBC Mutual Fund/HSBC Asset management (India) Private Limited and 
/ or its affiliates or any of their directors, trustees, officers and employees be liable for any direct, indirect, special, incidental or consequential damages arising out of the use 
of information / opinion herein. This document is intended only for those who access it from within India and approved for distribution in Indian jurisdiction only. Distribution 
of this document to anyone (including investors, prospective investors or distributors) who are located outside India or foreign nationals residing in India, is strictly 
prohibited. Neither this document nor the units of HSBC Mutual Fund have been registered under Securities law/Regulations in any foreign jurisdiction. The distribution of 
this document in certain jurisdictions may be unlawful or 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. If any person chooses to access this document from a jurisdiction other than India, then such person do 
so at his/her own risk and HSBC and its group companies will not be liable for any breach of local law or regulation that such person commits as a result of doing so. 
Investors are requested to note that as per SEBI (Mutual Funds) Regulations, 1996 and guidelines issued thereunder, HSBC AMC, its employees and/or empaneled 
distributors/agents are forbidden from guaranteeing/promising/assuring/predicting any returns or future performances of the schemes of HSBC Mutual Fund. Hence 
please do not rely upon any such statements/commitments. If you come across any such practices, please register a complaint via email at 
investor.line@mutualfunds.hsbc.co.in.

Document intended for distribution in Indian jurisdiction only and not for outside India or to NRIs. HSBC MF will not be liable for any breach if accessed by anyone outside 
India. For more details, click here / refer website. 

The above information is for illustrative purposes only. The sector(s)/stock(s)/issuer(s) mentioned in this document do not constitute any research report nor it should be 
considered as an investment research, investment recommendation or advice to any reader of this content to buy or sell any stocks / investments. 

© Copyright. HSBC Asset Management (India) Private Limited 2025, ALL RIGHTS RESERVED. 

HSBC Mutual Fund, 9-11th Floor, NESCO - IT Park Bldg. 3, Nesco Complex, Western Express Highway, Goregaon East, Mumbai 400063. Maharashtra. 
GST - 27AABCH0007N1ZS | Website: www.assetmanagement.hsbc.co.in

Scheme name and Type of scheme
Benchmark Risk-o-meter

(as applicable)Scheme Risk-o-meter

HSBC Gilt Fund
(An open ended debt scheme investing in government securities across maturity. 
A relatively high interest rate risk and relatively low credit risk.)

This product is suitable for investors who are seeking*:
• Generation of returns over medium to long term
• Investment in Government Securities. 

As per AMFI Tier I Benchmark Index:
NIFTY All Duration G-Sec Index

Mutual Fund investments are subject to market risks, read all scheme related 
documents carefully. CL 3179
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* Investors should consult their financial advisers if in doubt about whether the product is suitable for them.

Note on Risk-o-meters: Riskometer is as on 29 August 2025, Any change in risk-o-meter shall be communicated by way of Notice cum Addendum and  
by way of an e-mail or SMS to unitholders of that particular scheme

Potential Risk Class (HSBC Gilt Fund)

Relatively Low (Class A Moderate (Class B) Relatively High (Class C)Credit Risk

Interest Rate Risk

Relatively Low (Class I)

Moderate (Class II)

Relatively High (Class III)

A Scheme with Relatively High interest rate risk and Low credit risk.

A-III

Potential Risk Class (‘PRC’) matrix indicates the maximum interest rate risk (measured by Macaulay Duration of the scheme) and maximum credit risk (measured by Credit 
Risk Value of the scheme) the fund manager can take in the scheme. PRC matrix classification is done in accordance with and subject to the methodology/guidelines 
prescribed by SEBI to help investors take informed decision based on the maximum interest rate risk and maximum credit risk the fund manager can take in the scheme, as 
depicted in the PRC matrix. 

Past performance may or may not be sustained in future and is not a guarantee of any future returns. 

Investors are requested to note that as per SEBI (Mutual Funds) Regulations, 1996 and guidelines issued thereunder, HSBC AMC, its employees and/or empaneled 
distributors/agents are forbidden from guaranteeing/promising/assuring/predicting any returns or future performances of the schemes of HSBC Mutual Fund. Hence 
please do not rely upon any such statements/commitments. If you come across any such practices, please register a complaint via email at 
investor.line@mutualfunds.hsbc.co.in. 
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