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Key Events in the Period

 Belying market expectations, CPI for the month of

Nov-19 surged to 40-month high at 5.54% as

compared to 4.62% a month prior.

 On the other hand, core CPI inflation stood at

3.48% as compared to 3.47% in the month prior.

 While food inflation witnessed a massive price rise

of 8.66% (YoY), highest level in last 5 years, fuel

inflation contracted by 2.06% (YoY) for the fifth

consecutive month in this financial year.

 Index of Industrial Production contracted for the

third consecutive month and came in at -3.8% in

Oct-19 as compared to -4.3% in Sep-19.

Source: RBI Website ,CCIL Website, Press Information Bureau - GOI , IBJA Website, Axis Bank 

Investment Research

 Market movements in the week were driven by negative

sentiments originated by multiple triggers. Since, MPC voted

to keep the policy repo rate unchanged at 5.15% in

December meeting, bond yields have witnessed an upward

movement of approximately 25-35 bps.

 Further, rise in US treasury yields and crude oil prices amid

stronger US economic data and US-China trade deal

weighed on the domestic bond yields.

Market Indicators 01-Dec-19 15-Dec-19

CPI (%) 4.62 5.54

CBLO Wt Avg. (%) 5.04 4.97

Indian Crude Oil Basket (USD/bbl) 63.79 65.82

INR / 1 USD 71.58 70.53

Gold Price ($) 1,457.60 1,477.54
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Event in Charts /Numbers
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Money Markets
Money Market Asset Rates (%)

Nomenclature 01-Dec-19 15-Dec-19
Change
in yields

CBLO 5.05 5.24 -0.19

91 Day T-Bill 4.95 5.00 -0.05

364 Day T-Bill 5.11 5.25 -0.14

3 Month CD 5.05 5.04 0.01

6 Month CD 5.40 5.50 -0.10

1 Year CD 5.80 5.85 -0.05

3 Month CP 5.35 5.30 0.05

6 Month CP 6.35 6.10 0.25

1 Year CP 6.75 6.63 0.12

Source: CCIL Website, Axis Bank Investment Research

 S&P indicated the possibility of downgrading India’s rating if growth conditions do not improve in the coming years.

 As the inflation print inched up to a 40-month high level, way above market expectations, bonds yields further shot

up.

 RBI infused average gross liquidity via Repo under LAF window worth Rs 3,322 Cr in this week compared to an infusion

of Rs 3,590 Cr in previous week. Average infusions via the MSF route stood at Rs 4,164 Crs.
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Market Tidings

 Industrial production contracted for the third consecutive month by 3.8%. However, the print came in as a surprise as there

was some improvement as compared to last month’s print of -4.3%. Average growth in the period Apr-Oct 19 stands at -

0.4% as against a growth of 3.8% observed last year for the same period.

 On a year on year basis all the sectors, mining, manufacturing and electricity noted a negative growth momentum of 8%,

2.1% and 12.2% respectively as compared to strong growth momentum of 7.3%, 8.2% and 10.8% respectively observed in

the corresponding period last year.
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In December monetary policy meeting, the committee

unanimously voted to keep the policy repo rate unchanged

at 5.15% considering the uptrend in CPI.

With CPI at 40-month high level along with growth witnessing

some signs of improvement as shown in the IIP print, the

possibility of MPC voting for a rate cut in the upcoming

monetary policy seems to be fading.

With rising inflation amidst fiscal concerns, its expect the 10Y

benchmark paper 6.45% GS 2029 to trade in the range of 6.70-

6.95% in the near term.

Market Tidings
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Corporate and Tax Free Bonds

Source: NSE India Website, Axis Bank Investment Research

AAA Rated PSU Corporate Bond Yields and Spreads (%)

Benchmark

Yield Spread over G-Sec

01-Dec-19 15-Dec-19
Change 
in yields

01-Dec-19 15-Dec-19

2 Year AAA Rated Benchmark 6.33 6.60 -0.27 0.95 0.88

3 Year AAA Rated Benchmark 6.58 6.80 -0.22 0.85 0.83

5 Year AAA Rated Benchmark 6.80 7.10 -0.30 0.41 0.49

10 Year AAA Rated Benchmark 7.45 7.75 -0.30 0.64 0.54

AAA Rated Tax Free Bond Rates (%)

Security 01-Dec-19 15-Dec-19
Approximate Change

in yields

10 Year Tax Free Bond 5.70- 5.75 5.70- 5.75 0.02 - 0.05

15 Year Tax Free Bond 5.70- 5.75 5.70- 5.75 0.02 - 0.05

20 Year Tax Free Bond 5.70- 5.75 5.70- 5.75 0.02 - 0.05

Source: NSE India Website, Axis Bank Investment Research
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DISCLAIMER

The report and information contained herein is of confidential nature and meant only for the selected recipient and should not be altered in any way, transmitted to, copied or distributed, in any

manner and form, to any other person or to the media or reproduced in any form, without prior written approval of Axis Bank. The material in this document/report is based on facts, figures and

information that are obtained from publicly available media or other sources believed to be reliable and hence considered true, correct, reliable and accurate but Axis Bank does not guarantee or

represent (expressly or impliedly) that the same are true, correct, reliable and accurate, not misleading or as to its genuineness, fitness for the purpose intended and it should not be relied upon as

such. The opinion expressed (including estimates, facts, figures and forecasts) is given as of the date of this document is subject to change without providing any prior notice of intimation. Axis Bank

shall have the rights to make any kind of changes and alterations to this report/ information as may be required from time to time. However, Axis Bank is under no compulsion to maintain or keep the

data/information updated. This report/document does not mean an offer or solicitation for dealing (purchase or sale) of any financial instrument or as an official confirmation of any transaction. Axis

Bank or any of its affiliates/ group companies shall not be answerable or responsible in any way for any kind of loss or damage that may arise to any person due to any kind of error in the information

contained in this document or otherwise. This document is provided for assistance only and should not be construed as the sole document to be relied upon for taking any kind of investment decision.

The recipient is himself/herself fully responsible for the risks of any use made of this information. Each recipient of this document should make his/her own research, analysis and investigation as he/she

deems fit and reliable to come at an independent evaluation of an investment in the securities of companies mentioned in this document (including the merits, demerits and risks involved), and

should further take opinion of own consultants, advisors to determine the advantages and risks of such investment. The investment discussed or views expressed herein may not suit the requirements

for all investors.

Axis Bank and its group companies, affiliates, directors, and employees may: (a) from time to time, have long or short positions in, and deal (buy and/or sell the securities) thereof, of company (ies)

mentioned herein or (b) be engaged in any other transaction involving such securities and earn commission/brokerage or other compensation or act as advisor or lender/borrower to such company

(ies) or have other potential conflict of interest with respect to any recommendation and related information and opinions. The applicable Statutory Rules and Regulations may not allow the

distribution of this document in certain jurisdictions, and persons who are in possession of this document, should inform themselves about and follow, any such restrictions. This report is not meant,

directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication,

availability or use would not be in conformation to the law, regulation or which would require Axis Bank and affiliates/ group companies to obtain any registration or licensing requirements within such

jurisdiction. Neither Axis Bank nor any of its affiliates, group companies, directors, employees, agents or representatives shall be held responsible, liable for any kind of consequential damages whether

direct, indirect, special or consequential including but not limited to lost revenue, lost profits, notional losses that may arise from or in connection with the use of the information. Prospective investors

and others are cautioned and should be alert that any forward-looking statements are not predictions and may be subject to change without providing any notice. Past performance should not be

considered as a reference to future performance. The disclosures of interest statements if any included in this document are provided only to enhance the transparency and should not be construed

as confirmation of the views expressed in the report. The views expressed in this report reflect the personal views of the author of the report and do not reflect the views of Axis Bank or any of its

associate and group companies about the subject company or companies and its or their securities.

DISCLAIMER FOR DIFC BRANCH:

For Distribution to Professional Clients Only (as defined by Rule 2.3.2 of the Conduct of Business Module of the DFSA Rulebook). Axis Bank, DIFC branch is duly licensed and regulated in the Dubai

International Financial Centre by the Dubai Financial Services Authority. The information contained herein is intended for use only by Professional Clients (as defined by Rule 2.3.2 set out in the Conduct

of Business Module of the DFSA Rulebook) who satisfy the regulatory criteria set out in the rules of the Dubai Financial Services Authority and should not be relied upon or distributed to any other

person(s) other than the intended recipient.

DISCLAIMER FOR SINGAPORE CLIENTS

This document is published by Axis Bank Limited (“Axis Bank”) and is distributed in Singapore by the Singapore branch of Axis Bank. This document does not provide individually tailored investment

advice. The contents in this document have been prepared and are intended for general circulation. The contents in this document do not take into account the specific investment objectives,

financial situation, or particular needs of any particular person. The securities and/or instruments discussed in this document may not be suitable for all investors. Axis Bank recommends that you

independently evaluate

particular investments and strategies and encourages you to seek advice from a financial adviser regarding the suitability of such securities and/or instruments, taking into account your specific

investment objectives, financial situation and particular needs, before making a commitment to purchase any securities and/or instruments. This is because the appropriateness of a particular security,

instrument, investment or strategy will depend on your individual circumstances and investment objectives, financial situation and particular needs.

The securities, investments, instruments or strategies discussed in this document may not be suitable for all investors, and certain investors may not be eligible to purchase or participate in some or all of

them. This document is not an offer to buy or sell or the solicitation of an offer to buy or sell any security and/or instrument or to participate in any particular trading strategy. Axis Bank, its associates,

officers and/or employees may have interests in any products referred to in this document by acting in various roles including as distributor, holder of principal positions, adviser or lender. Axis Bank, its

associates, officers and/or employees may receive fees, brokerage or commissions for acting in those capacities. In addition, Axis Bank, its associates, officers and/or employees may buy or sell

products as principal or agent and may effect transactions which are not consistent with the information set out in this document. Axis Bank and its affiliates do business that relates to companies

and/or instruments covered in this document, including market making and specialized trading, risk arbitrage and other proprietary trading, fund management, commercial banking, extension of

credit, investment services and investment banking. Axis Bank sells to and buys from customers the securities and/or instruments of companies covered in this document as principal or agent.

Disclaimer


