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Background

CRISIL presently maintains 91 standard indices that track various aspects of fixed income market in India. CRISIL
Indices are used as performance benchmarks by asset managers including mutual funds, insurance companies,
wealth advisors, banks and corporate entities.

In our endeavour to keep the indices representative and replicable, we do an annual review of criteria for index
construction and have completed the review for 2019. We have reviewed and changed the weights to the sub-
indices of the CRISIL composite indices as well as stated a fixed duration range that few composite indices will
stick to. Also for Government Securities and Corporate Bond Indices, we have introduced buffers in the security
selection criteria.

Please refer to the section below for the proposed changes. These changes will be incorporated with effect from 2"
April 2019.

For more details on these indices, kindly visit the below web-link

http://www.crisil.com/capital-markets/indices.html
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Introduction of Buffers in Government Security Indices

Presently for portfolio based government security indices, top n (defined in the table below) liquid securities are
selected every month in each index by looking at the traded data for the previous month. The liquidity is evaluated
based on liquidity score assigned to each security. For the purpose of calculation of liquidity score the following
parameters are considered in the weights given below:

e Volume Traded/ Maximum volume traded of all securities in a category: 70%
e Number of trades/ Maximum number of trades of all securities in a category: 15%

e Number of days traded/ Maximum number of days traded of all securities in a category: 15%

The number of securities and residual maturity criteria for each index is as stated below:

No of securities (n) Residual maturity criteria
CRISIL Long Term Gilt Index 8 Greater than 10 years
CRISIL Medium Term Gilt Index 8 5to 10 year
CRISIL Short Term Gilt Index 8 Up to 5 years

. . Top 3 securities each from long,
CRISIL Composite Gilt Index 9 medium and short term bucket

CRISIL Dynamic Gilt Index 12 NA

To ascertain the consistency in the liquidity, the security rebalancing would happen every month using the previous
quarter’s traded data (instead of the monthly data) and applying the buffers as mentioned below:

A buffer is the rank up to which a security which was a part of the index for the previous month but has a liquidity
score lower than the top n securities in the current month would continue to be the part of the index. This means
that even if the rank of a particular security deteriorates to the buffer rank it will not be sold from the index.

The buffers to be used for each index would be as follows:

Index No of securities (n) Buffer
CRISIL Long Term Gilt Index 8 11
CRISIL Medium Term Gilt Index 8 11
CRISIL Short Term Gilt Index 8 11
. 3 each from long, medium 6 each from long, medium and
CRISIL Composite Gilt Index and short term bucket short term bucket

Apart from applying buffers, the following conditions will always be met:

e The security with Rank 1 would compulsorily form a part of the index.
e |If a security is a part of top n securities but ignored due to buffers for 3 consecutive months, the same will
be considered if it appears in top n for the 4th month

Buffers would not be added to CRISIL Dynamic Gilt Index and the same can remain dynamic based on liquidity.
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Introduction of Buffers in Credit indices

Presently for portfolio based indices, top 12 issuers are identified using the traded data for the previous quarter.
The most liquid security of the selected issuer forms the part of the index. The issuer rebalancing happens every
quarter. Further, any issuer that gets downgraded below the eligible rating criteria of the index is excluded during
monthly security rebalancing. Parameters used for evaluation of liquidity are similar to the practice followed for gilt
indices

Similar to gilt indices buffers will also be added to credit indices. The details are mentioned below:

o A buffer of rank 15 would be used for all the indices having 12 securities and rank 9 as the buffer for indices
having 6 securities, during issuer selection

e The issuers with Ranks 1 to 3 would compulsorily form a part of the index

e If an issuer is a part of top n issuers but ignored due to buffers for 3 consecutive quarters, the same will be
considered if it appears in top n for the 4th quarter
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Review of Asset Allocation for composite indices

The table below summarises the weights to sub-indices that shall be effective from April 02, 2019:

Sub-indices ¥Veights Sub-indices \éVeights
Sub- Index/ Asset Class (Old) (New)
Oct-2018 Apr-2019
CRISIL (I:r?gg))(osne Gilt 45% 45%
CRISIL AAA Long Term o o
Bond Index 12% 16%
CRISIL AA and AA+ Long o 0
Term Bond Index 10% 3%
CRISIL Composite Bond CRISIL AAA Medium Term 15% 10%
Fund Index Bond Index
CRISIL AA and AA+ o o
Medium Term Bond Index 4% 3%
CRISIL AAA Short Term 11% 18%
Bond Index
CRISIL AA and AA+ Short 0 0
Term Bond Index 3% 5%
CRISIL SlzggXTerm Gilt 15% 15%
CRISIL Short Term Bond
Fund Index CRISIL AAAuptolY
up to ear 7 8
Short Term Bond Index C L2
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Sub-indices ¥Veights Sub-indices \éVeights
Sub- Index/ Asset Class (Cld) (New)

Oct-2018 Apr-2019

CRISIL AAA 1to 3 Year 0 .
Short Term Bond Index 19% 18%

CRISIL AA and AA+upto 1
Year Short Term Bond 3% 4%
Index

CRISIL AA and AA+1to 3
Year Short Term Bond 5% 6%
Index

CRISIL AAA Medium Term

0, 0,
Bond Index AV el
CRISIL AA and AA+ 0 0
Medium Term Bond Index e e
CRISIL Clir?(;r;p))(osne CD 6% 506
CRISIL Composite CP Index 14% 10%
CRISIL Overnight Index 15%
CRISIL 3 Month CD Index 5%
CRISIL Liquid Fund Index No change
CRISIL 2 Month CD Index 16%
CRISIL 1 Month CD Index 5%
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Sub-indices Weights

Sub-indices Weights

$ $
Sub- Index/ Asset Class (Old) (New)
Oct-2018 Apr-2019
CRISIL 3 Month CP Index 12%
CRISIL 2 Month CP Index 37%
CRISIL 1 Month CP Index 10%
CRISIL Composite CD 250% 23%
Index
CRISIL Composite CP Index 60% 55%
CRISIL Composite T-Bill 10% 10%
Index
CRISIL Ultra Short Term
Debt Index
CRISIL AAA Short Term 4% 9%
Bond Index
CRISIL AA and AA+ Short @ D
Term Bond Index = £
CRISIL Composite CD 24% 250
Index
CRISIL Money Market Index | CRISIL Composite CP Index 56% 57%

CRISIL Composite T-Bill
Index

20%

18%

CRISIL Low Duration Debt
Index

CRISIL AAA upto 1 Year
Short Term Bond Index

7%

8%
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Sub-indices ¥Veights Sub-indices \éVeights
Sub- Index/ Asset Class (Old) (New)

Oct-2018 Apr-2019

CRISIL AAA 1to 3 Year 0 .
Short Term Bond Index 21% 23%

CRISIL AA and AA+upto 1
Year Short Term Bond 2% 2%
Index

CRISIL AA and AA+1to 3
Year Short Term Bond 5% 7%
Index

CRISIL Composite CD

Index 20% 18%
CRISIL Composite CP Index 45% 42%
CRISIL Slr:lg;therm Gilt 15% 10%
CRISIL AAA Long Term 0% 4%
Bond Index
CRISIL Medium Term Debt
Index CRISIL AA and AA+ Long 0% 1%
Term Bond Index
CRISIL AAA Medium Term 68% 66%
Bond Index
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Sub-indices ¥Veights Sub-indices \éVeights
Sub- Index/ Asset Class (Cld) (New)
Oct-2018 Apr-2019
CRISIL AA and AA+ o o
Medium Term Bond Index 17% 19%
CRISIL M?g:juen; Term Gilt 40% 50%
CRISIL AAA Long Term 13% 30%
Bond Index
CRISIL Medium To Long CRISIL AA and AA+ Long 1206 5%
Term Debt Index Term Bond Index
CRISIL AAA Medium Term o 3
Bond Index 2ee —
CRISIL AA and AA+ 0 0
Medium Term Bond Index s e
CRISIL I_Icr)lgge);l'erm Gilt 45% 45%
CRISIL Long Term Debt
Index
CRISIL AAA Long Term 30% 47%
Bond Index
CRISIL AA and AA+ Long 0 0
Term Bond Index 25% 8%
CRISIL 2 Month CD Index 21% 40%
CRISIL 3 Month CD Index 58% 47%
CRISIL Composite CD
Index
CRISIL 6 Month CD Index 7% 8%
CRISIL 1 Year CD Index 14% 5%
CRISIL 2 Month CP Index 37% 40%
) CRISIL 3 Month CP Index 53% 47%
CRISIL Composite CP Index
CRISIL 6 Month CP Index 7% 8%
CRISIL 1 Year CP Index 3% 5%
CRISIL 91 Day T-Bill Index 60% 44%
CRISIL Composite T-Bill
Index
CRISIL 182 Day T-Bill Index 21% 28%
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Sub-indices Weights

$ $
Sub- Index/ Asset Class (Old) (New)
Oct-2018 Apr-2019
CRISIL 1 Year T-Bill Index 19% 28%
CRISIL AAA Long Term 2204 270
Bond Index
CRISIL AAA Medium Term 28% 17%
Bond Index
CRISIL AAA Short Term o o
Bond Index 21% 29%
CRISIL AA+ Long Term 7% 4%
Bond Index
CRISIL Corporate Bond .
Composite Index CRISIL AA+ Medium Term 4% 204
Bond Index
CRISIL AA+ Short Term 3% 6%
Bond Index
CRISIL AA Long Term Bond 8% 1%
Index
CRISIL AA Medium Term 204 4%
Bond Index
CRISIL AA Short Term 204 4%
Bond Index
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Sub- Index/ Asset Class

Sub-indices Weights
(old)®

Sub-indices Weights
(New)$

CRISIL AA- Long Term
Bond Index

Oct-2018

1%

Apr-2019

1%

CRISIL AA- Medium Term
Bond Index

1%

2%

CRISIL AA- Short Term
Bond Index

1%

3%

CRISIL Long Term
Corporate Bond Index

CRISIL AAA Long Term
Bond Index

64%

75%

CRISIL AA+ Long Term
Bond Index

21%

10%

CRISIL AA Long Term Bond
Index

13%

7%

CRISIL AA- Long Term
Bond Index

2%

8%

CRISIL Medium Term
Corporate Bond Index

CRISIL AAA Medium Term
Bond Index

76%

7%

CRISIL AA+ Medium Term
Bond Index

9%

8%

CRISIL AA Medium Term
Bond Index

14%

11%
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Sub-indices Weights

$ $
Sub- Index/ Asset Class (Old) (New)
Oct-2018 Apr-2019
CRISIL AA- Medium Term 1% 4%
Bond Index
CRISIL AAA Short Term 75% 70%
Bond Index
CRISIL AA+ Short Term 10% 15%
Bond Index
CRISIL Short Term
Corporate Bond Index
CRISIL AA Short Term 0 0
Bond Index 10% %
CRISIL AA- Short Term 0 0
Bond Index >% o%
CRISIL AAA Long Term 8% 10%
Bond Index
CRISIL AAA Medium Term 10% 6%
Bond Index
CRISIL Composite Credit
Risk Index
CRISIL AAA Short Term 8% 10%
Bond Index
CRISIL AA+ Long Term 204 1%
Bond Index
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Sub- Index/ Asset Class

Sub-indices Weights
(old)®

Oct-2018

Sub-indices Weights
(New)$

Apr-2019

CRISIL AA+ Medium Term
Bond Index

1%

1%

CRISIL AA+ Short Term
Bond Index

1%

2%

CRISIL AA Long Term Bond
Index

32%

5%

CRISIL AA Medium Term
Bond Index

10%

16%

CRISIL AA Short Term
Bond Index

9%

16%

CRISIL AA- Long Term
Bond Index

4%

6%

CRISIL AA- Medium Term
Bond Index

1%

6%

CRISIL AA- Short Term
Bond Index

4%

11%

CRISIL A Medium to Long
Term Bond Index

7%

6%
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Sub-indices Weights

$ $
Sub- Index/ Asset Class (Cld) (New)
Oct-2018 Apr-2019
CRISIL A Slzgngerm Bond 3% 2%
CRISIL AAA Short Term 27% 2504
Bond Index
CRISIL AA+ Short Term 3% 5%
Bond Index
CRISIL Short Term Credit CRISIL AA Short Term o 8
Risk Index Bond Index e e
CRISIL AA- Short Term o 3
Bond Index e =
CRISIL A Slﬂgngerm Bond 10% 10%
CRISIL Medium to Long 2504
Term PSU Debt Index
RISIL Banki P .
CRIS D:St Ilrr]lgee)\(nd U CRISIL Medium to Long 2506 No change
Term Banking Debt Index
CRISIL Short Term PSU o
Debt Index 25%
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Sub- Index/ Asset Class

Sub-indices Weights
(old)®

Oct-2018

Sub-indices Weights
(New)$

Apr-2019

CRISIL Composite CD
Index

25%

CRISIL Dynamic Debt Index

CRISIL Dynamic Gilt Index

45%

45%

CRISIL AAA Long Term
Bond Index

12%

16%

CRISIL AA and AA+ Long
Term Bond Index

10%

3%

CRISIL AAA Medium Term
Bond Index

15%

10%

CRISIL AA and AA+
Medium Term Bond Index

4%

3%

CRISIL AAA Short Term
Bond Index

11%

18%

CRISIL AA and AA+ Short
Term Bond Index

3%

5%

CRISIL Composite AA Long
Term Bond Index

CRISIL AA+ Long Term
Bond Index

36%

64%

CRISIL AA Long Term Bond
Index

56%

17%

CRISIL AA- Long Term
Bond Index

8%

19%
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Sub-indices ¥Veights Sub-indices \éVeights
Sub- Index/ Asset Class (Cld) (New)
Oct-2018 Apr-2019
CRISIL Qg;dl\ﬂ?éjét:(m Term 48% 30%
CRISIL Composite AA CRISIL AA Medium Term o o
Medium Term Bond Index Bond Index B S
CRISILB{-\(;L\n-dIVIIsgleL:(m Term 5% 19%
CRISIII_BQSJIESSS Term 39% 559%
CRISIL AA Short Term
CRISIL Composite AA Short Bond Index 42% 27%
Term Bond Index
CRISIIé(,)Ar,]A(\j- |§22;t Term 19% 18%

$ Rounded off to nearest integer
Based on changes in asset allocation and back-testing, it is expected that the duration of these indices will be in a
narrow range. In order to obviate a drift in the duration profile, we have introduced fixed duration bands for a few

indices. If in a particular month the duration of any of these indices drifts beyond the mentioned range, rule-based
intervention would be made.

These indices and their relevant duration bands are as follows:

Fixed Macaulay

e Duration Range
CRISIL Ultra Short Term Debt Index 0.28-0.48
CRISIL Low Duration Debt Index 0.58-0.90
CRISIL Short Term Bond Fund Index 1.60-2.40
CRISIL Medium Term Debt Index 3.30-3.80
CRISIL Medium To Long Term Debt Index 4.60 - 6.30
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About CRISIL Limited

CRISIL is a global analytical company providing ratings, research, and risk and policy advisory services. We are India's leading ratings
agency. We are also the foremost provider of high-end research to the world's largest banks and leading corporations.

CRISIL is majority owned by S&P Global Inc., a leading provider of transparent and independent ratings, benchmarks, analytics and
data to the capital and commodity markets worldwide.

About CRISIL Research

CRISIL Research is India's largest independent integrated research house. We provide insights, opinion and analysis on the Indian
economy, industry, capital markets and companies. We also conduct training programs to financial sector professionals on a wide array
of technical issues. We are India's most credible provider of economy and industry research. Our industry research covers 86 sectors
and is known for its rich insights and perspectives. Our analysis is supported by inputs from our network of more than 5,000 primary
sources, including industry experts, industry associations and trade channels. We play a key role in India's fixed income markets. We
are the largest provider of valuation of fixed income securities to the mutual fund, insurance and banking industries in the country. We
are also the sole provider of debt and hybrid indices to India's mutual fund and life insurance industries. We pioneered indepe ndent
equity research in India, and are today the country's largest independent equity research house. Our defining trait is the ability to
convert information and data into expert judgements and forecasts with complete objectivity. We leverage our deep understanding of
the macro-economy and our extensive sector coverage to provide unique insights on micro-macro and cross-sectoral linkages. Our
talent pool comprises economists, sector experts, company analysts and information management specialists.

CRISIL Privacy

CRISIL respects your privacy. We use your contact information, such as your name, address, and email id, to fulfil your request and service
your account and to provide you with additional information from CRISIL and other parts of S&P Global Inc. and its subsidiaries (collectively, the
“Company”) you may find of interest.

For further information, or to let us know your preferences with respect to receiving marketing materials, please visit www.crisil.com/privacy. You

can view the Company’s Customer Privacy at https://www.spglobal.com/privacy

Last updated: April 2016
Disclaimer

CRISIL Research, a division of CRISIL Limited (CRISIL) has taken due care and caution in preparing this Report based on the information
obtained by CRISIL from sources which it considers reliable (Data). However, CRISIL does not guarantee the accuracy, adequacy or
completeness of the Data / Report and is not responsible for any errors or omissions or for the results obtained from the use of Data / Report.
This Report is not a recommendation to invest / disinvest in any company / entity covered in the Report and no part of this report should be
construed as an investment advice. CRISIL especially states that it has no financial liability whatsoever to the subscribers/ users/ transmitters/
distributors of this Report. CRISIL Research operates independently of, and does not have access to information obtained by CRISIL’s Ratings
Division / CRISIL Risk and Infrastructure Solutions Limited (CRIS), which may, in their regular operations, obtain information of a confidential
nature. The views expressed in this Report are that of CRISIL Research and not of CRISIL’s Ratings Division / CRIS. No part of this Report may

be published / reproduced in any form without CRISIL’s prior written approval.
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