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Instrument Rating Action
Quantum Dynamic Bond Fund [ICRAJAAAM(s; reaffirmed
Quantum Liquid Fund [ICRAJA1+mfs; reaffirmed

Rating Action

ICRA has reaffirmed the credit risk rating of [ICRA[AAAmfs (pronounced ICRA triple A m f s) to
Quantum Dynamic Bond Fund and [ICRA]JAl+mfs (pronounced ICRA A one plus m f s) to Quantum
Liquid Fund of Quantum Mutual Fund. The ratings should however not be construed as an indication of
expected returns, prospective performance of the Mutual Fund scheme, NAV or of volatility in its returns.

Rationale

As a measure of the credit quality of a debt fund’s assets, ICRA uses the concept of “credit scores”. These
scores are based on ICRA’s estimates of credit risk associated with each exposure of the portfolio taking
into account its maturity. To quantify the credit risk scores, ICRA uses its database of historical default
rates for various rating categories for various maturity buckets. The credit risk ratings incorporate ICRA’s
assessment of a debt fund’s published investment objectives and policies, its management characteristics,
and the creditworthiness of its investment portfolio. ICRA reviews relevant fund information on an
ongoing basis to support its published rating opinions. If the portfolio credit score meets the benchmark of
the assigned rating during the review, the rating is retained. In an event that the benchmark credit score is
breached, ICRA gives a month’s time to the debt fund manager to bring the portfolio credit score within
the benchmark credit score. If the debt fund manager is able to reduce the portfolio credit score within the
benchmark credit score, the rating is retained. If the portfolio still continues to breach the benchmark
credit score, the rating is revised to reflect the change in credit quality.

The reaffirmation of ratings follows ICRA’s monitoring of the credit risk profile of the month-end
portfolio position for these schemes. The credit risk scores for these schemes we comfortably within the
benchmark limits for their current level of ratings.

Analytical approach:
For arriving at the ratings, ICRA has assessed the credit risk profile of the month-end portfolio position
for these schemes for the past 12 months.

Links to applicable Criteria:
Rating Methodology for Mutual Funds



http://www.icra.in/Files/Articles/Mutual%20Funds%20-20110408.pdf
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Company Profile

Quantum Mutual Fund

Quantum Mutual Fund was established in 2006 as India’s first and only Direct-to-Investor mutual fund. It
is sponsored by Quantum Advisors Private Ltd. Quantum Asset Management Company Private Limited is
the asset management company for the Quantum Mutual Fund. The quarterly average total asset managed
by Quantum Asset Management Company Pvt. Ltd. in Q3FY2017 was Rs. 857.85 crore.

Quantum Liquid Fund

Launched on April 3, 2006, Quantum Liquid Fund (the Scheme) is an open-ended liquid scheme of
Quantum Mutual Fund. The investment objective of the Scheme is to provide optimal returns with low to
moderate level of risks and high liquidity through judicious investments in money market and debt
instruments. Accordingly, the fund currently has a high proportion of its investments rated at highest
credit quality. The scheme invests in a basket of short-term debt securities predominantly comprising of
short-term instruments issued by banks and non-banking finance companies and government securities.
The fund’s corpus stood at Rs. 88.07 crore with an average residual maturity of around 57 days as on
December 31, 2016. The fund has maintained average maturity in the range of 1 to 2 months in the
previous two quarters.

Quantum Dynamic Bond Fund

Launched on May 19, 2015, Quantum Dynamic Bond Fund is an open-ended debt scheme of Quantum
Mutual Fund. The investment objective of the Scheme is to generate income and capital appreciation
through active management of a portfolio consisting of long-term debt and money market instruments.
Accordingly, the scheme would have a high proportion of its investments rated at highest credit quality.
The scheme will invest in a basket of long-term and short-term debt securities predominantly comprising
of government securities and PSU bonds with the highest credit quality ratings. The fund’s corpus stood
at Rs. 52.15 crore with an average residual maturity of around 8 years as on December 31, 2016.

Status of non-cooperation with previous CRA: Not Applicable

Any other information: Not Applicable
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Rating History for last three years:

Table: Rating History

Current Rating Chronology of Rating History for the past 3 years
Sr Name of
No. | Scheme Rated
Type ar?Rog”t February 2017 FY2017 FY2016 FY2015
crore)
Quantum Short )
1 Liquid Fund | Term [ICRAJAl+mfs | [ICRA]JAl+mfs | [ICRAJALl+mfs | [ICRA]JAl+mfs
Quantum Lon
2 | Dynamic Ternql - [ICRAJAAAmMfs | [ICRA]JAAAMSs | [ICRAJAAAMSs | [ICRAJAAAmMTS
Bond Fund

Complexity level of the rated instrument:

ICRA has classified various instruments based on their complexity as "Simple", "Complex™ and "Highly
Complex". The classification of instruments according to their complexity levels is available on the

website wwwe.icra.in
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About ICRA Limited:

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and
financial services companies as an independent and professional investment Information and Credit
Rating Agency.

Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a
Public Limited Company, with its shares listed on the Bombay Stock Exchange and the National Stock
Exchange. The international Credit Rating Agency Moody’s Investors Service is ICRA’s largest
shareholder.

For more information, visit www.icra.in
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ICRA ratings should not be treated as recommendation to buy, sell or hold the rated debt instruments. ICRA ratings are subject to
a process of surveillance, which may lead to revision in ratings. An ICRA rating is a symbolic indicator of ICRA’s current
opinion on the relative capability of the issuer concerned to timely service debts and obligations, with reference to the instrument
rated. Please visit our website www.icra.in or contact any ICRA office for the latest information on ICRA ratings outstanding.
All information contained herein has been obtained by ICRA from sources believed by it to be accurate and reliable, including
the rated issuer. ICRA however has not conducted any audit of the rated issuer or of the information provided by it. While
reasonable care has been taken to ensure that the information herein is true, such information is provided ‘as is’ without any
warranty of any kind, and ICRA in particular, makes no representation or warranty, express or implied, as to the accuracy,
timeliness or completeness of any such information. Also, ICRA or any of its group companies may have provided services other
than rating to the issuer rated. All information contained herein must be construed solely as statements of opinion, and ICRA
shall not be liable for any losses incurred by users from any use of this publication or its contents.
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