
(13/03/2023 – 17/03/2023): G Sec market opened on a bullish note tracking the sharp overnight slide in US
Treasury yields after the collapse of Silicon Valley Bank. On Tuesday G-Secs largely traded with a negative bias
ahead of the US CPI data that was to be released after market hours. Thereon during the week, the market opened
on a weak note due to a surge in US Treasury yields. However, in the second half of the session, the yields softened
due to intra-day decline in US Treasury yields as problems at Swiss banking giant Credit Suisse stoked fears about
the impact of rising yields on the global banking sector with fears of a collapse of the banking sector in the US and
Europe. The week closed on a bearish note with G Sec yields ending higher tracking the overnight surge in US
Treasury yields and global crude oil prices. Also, the collapse of the struggling banks worries eased on the news of
financial support to Credit Suisse and First Republic Bank.

The old 10 yr G Sec 7.26% GS 2032 closed at 7.35%. The new benchmark 10 yr G Sec 7.26% GS 2033 closed at 7.34
% as against the previous week (Friday –March 10, 2023) closing of 7.42%.
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(20/03/2023 – 24/03/2023): Govt. Securities yields ended lower on Monday, mirroring their U.S. peers, while
dipping odds of a rate hike by the Federal Reserve also led to fresh positions building. Bond yields are tracking U.S.
Treasury yields as market expected more downside from this point as the Fed is unlikely to hike rate this week.
The yields ended a tad higher on Tuesday as the market awaited the outcome of the U.S. Federal Reserve's
monetary policy meeting this week amid global banking turmoil. G Sec yields fell in early session on Thursday,
mirroring their U.S. counterparts, after the Federal Reserve raised interest rates by an expected 25 basis points,
but signaled it was nearing a pause in further increases. The yields were off their day's low to end little unchanged
on Thursday as traders shifted their focus to the government borrowing calendar for April-September and RBI’s
monetary policy decision. Earlier in the session, bond yields fell, mirroring their U.S. counterpart, after the Federal
Reserve raised interest rates by an expected 25 basis points, and signaled one more hike in coming months.
However, the yields ended lower on Friday, as well as for the second straight week, mirroring a similar movement
in U.S. after the Federal Reserve hinted at ending the rate hike cycle soon.

The old 10 yr G Sec 7.26% GS 2023 closed at 7.32%. The new 10 yr 7.26% G S 2033 yield ended at 7.31%, 3 bps
lower than the closing on last weekend (March 17, 2023)

Government Securities –
Secondary Market Yields

March 17, 2023 March 24, 2023

364 DTB 7.22 7.18

2 Years 7.11 7.03

5 Years 7.23 7.17

10 Years 7.35 7.32

15 Years 7.41 7.40

30 Years 7.43 7.38
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Tracker

SDL - Primary Market Auction 
Cut off (Range - Yields)

March 14, 2023 March 21, 2023

5 Years -- --

10 Years 7.66 – 7.73 7.76 – 7.77

15 Years 7.74 --

20 Years -- 7.74

SDL - Secondary Market 
(Range Yields)

March 17, 2023 March 24, 2023

5 Years -- --

10 Years 7.67

15 Years --

20 Years 7.71 --

Trackers
March 17, 2023 March 24, 2023

Average Call Rate (%)
5.93 6.54

Net Banking System liquidity  - Deficit (-) Surplus(+)  ( 
Rs Crs) (-1,23,881.47) (-77,893.82)

Bank Deposit Growth (%)
10.10 10.30

Bank Credit Growth (%)
15.50 15.70
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CPI (%) 6.44 6.44

Core Inflation (%) 6.10 6.10

WPI Inflation (%) 3.85 3.85

Nifty 57,989.90 57,527.10

Sensex 17,100.05 16,945.05

Re/US$ 82.53 82.33

FPI Investments (US$ Bln) (Figures cumulative for 
Debt & Equity – Current FY) (-5.253) (-5.161)

Gold/10 gm (Rs)
59,171 59,310

Gold/Oz (US$)
1972.09 1977.22

Crude Oil - Brent (US$/bbl)
73.16 74.99

2 Yr USA - Treasuries
3.85 3.77

10 Yr USA - Treasuries
3.44 3.37

Foreign Exchange Reserves (US$ Bln)
560.00 572.80
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DISCLOSURE & DISCLAIMER

The Industrial Production growth for January 2023 was at 5.2% higher than the previous month’s
growth of 4.7% in December on account of broad-based expansion across all the 3 segments of
the output. Positive contributions to growth came from manufacturing, mining and electricity.
Industrial production continued to support industrial activity. Core sector output particularly of
coal, natural gas, fertiliser, steel, and electricity sector grew in January compared with the
previous month. However, consumer durables showed negative growth than the last year.
Whereas positive growth in consumer non-durable segment indicates a possible improvement in
rural demand.

There was weakness in external demand in some export-intensive sectors which may impact the
growth of manufacturing sector. Capital and Infrastructure goods grew at 11% and 8.1%
respectively in January. Capex spending and the pickup in new investment projects announced
will support growth in the industrial sector going forward.

Consumer Price Inflation edged down slightly to 6.44% in February from January's three-month
high of 6.52%, according to the data released by the Ministry of Statistics and Programme
Implementation on Monday. Inflation in the food basket in February 2023 was at 5.95% up from
5.94% in January as per the government data. The food basket has weightage of 39.06% in the
overall Consumer Price Index.

Wholesale Price Inflation for February was at 3.85% on a year-on-year basis and continued its
softening trend. It can be expected that the cooling of food prices and other input costs
represented in the wholesale price indices will also be transmitted to the retail headline leading
to softening of the retail inflation. Thus, with the input costs coming off and many of the supply
chain related price pressures are also likely to soften in the coming months.

Retail inflation has now been above the RBI’s medium-term target of 4 percent for 41 months in a
row. The consumer price inflation in February was 6.44%, slightly lower than in January but still
above the RBI’s target range of 2 - 6%. On the other side, wholesale price inflation fell to a 25-
month low of 3.85%. The main reason behind the divergence between CPI and WPI is the
difference in the weightage of the food basket and fuel prices.

Despite the government’s effort to provide additional supplies of wheat in the open market to
cool prices, cereals inflation continued in double digits. Additionally, the strengthening of price
pressures in non-food categories such as housing, household goods and services and health kept
core inflation elevated above 6%. The persistence of core inflation above 6% is concerning and
reinforces the expectation of another round of a 25 bps rate hike in the upcoming monetary
policy meeting.

Exports dipped in February for the third consecutive month by 8.8% to $33.88 billion as compared
to $37.15 billion in the same month last year. Imports, meanwhile, also dipped by 8.21% to
$51.31 billion as compared to $55.9 billion recorded in the corresponding month last year. The
merchandise trade deficit narrowed to $17.43 billion in February amidst a decline in imports and
exports. The numbers are also marginally lower as against the preceding month, as the trade
deficit came in at $17.76 billion in January this year. The merchandise trade deficit dipped to an
18 month low in February 2023, benefiting from a dip in non-oil and non-gold imports. During
April-February this financial year, however, India's overall merchandise exports surged by 7.5% to
$405.94 billion. Imports during the period rose by 18.82% to $653.47 billion. As such CAD is
expected to narrow down.



There is likely upside risk to the inflation from El-Nino conditions predicted for this year. Core
inflation, which has stayed above 6 per cent for 16 months, still sticky must also ease towards the
target rate. In recent meetings, the MPC has also focused on core inflation, saying it was important
to break its persistence. The consumer price inflation is still above the upper tolerance level of 6%
for second straight month. With the Core inflation still high and sticky there is a possibility of
another 25-bps rate hike of Repo Rate to 6.75% by RBI – MPC in the April meeting. We expect the
10 year to trade within the range of 7.25-7.45% in the short - term period till March 2023.
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