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an SME should take into consid-
eration a few important things, like
the existing interest
scenario and the
duration of maturity
of the instruments
in which funds are be-
ing deployed.
Credit quality of
the instruments in
~i which the funds are be-
mg ‘deployed, which is directly linked to
the underlying assets, should also be tak-
en into consideration. The credit quali-
ty of the papers and assets although does
not matter much if one is deploying

The cash management practices in

funds for the extremely short term, say, -

from one day to about 7-10 days, but it
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does come into play once the horizon of
investment is, say, a month or more,
The ratings considerations also play
an important role when one is investing
in the non-convertible debentures (NCDs)
of companies. Currently, some of the
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NCDs are paying good rates, but one
should take into account the ratings of
these instruments before investing.

Another aspect that an SME money
manager should look into is the timing
of the interest rate cycle. For example,
currently the market is in a situation
where the Reserve Bank of India (RBI)
has just cut the CRR by 75 basis points
and there are expectations that it may
gofor a cut in rates in its next policy meet
on Thursday.

mveutmonta pout the ratt out.

For non-banking finance companies
(NBFCs), Section 14A of Income Tax Act
do not come into play, but for other com-
panies it does. NBFCs are not so worried
about the pre- and post-tax returns from

investments.

Often SME fund managers get the op-
portunity to invest in schemes that will
pay dividend soon. One can consider in-
vesting in such schemes, take the divi-
dend and then sell at the post-dividend
NAV to take advantage of the capital
gains rules. ;
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