
U.S. jobless claims rose to 242K, exceeding forecasts of 222K and
the prior 220K figure, signaling potential labor market weakness.
This unexpected increase may impact Fed policy and weighs on
the U.S. dollar.
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Key Headlines from the week:

The 10-year benchmark yield concluded the week at 6.7286, at
2.21 bps above the previous week's closing figure.

The weekly movement in spreads include 10Y Indian
Treasuries (2.21 bps above), 10Y UST (22.2 bps below), 10Y Bund
(4.75 bps below), and 10Y UKT (2.15 bps below).



Key Headlines from the week:

Japan's industrial production fell 1.1% in January, while retail sales
surged 3.9% YoY, reflecting strong consumer spending. The BOJ
raised rates to 0.5%, its highest in 17 years, with potential further
hikes as inflation stays above target.

French inflation fell to 0.9% in February, the lowest in four years,
driven by a sharp decline in energy prices, while food prices
edged up slightly and service price increases slowed.

Investor concerns over Trump’s impending tariffs triggered a sell-
off in risk assets, sending the Australian dollar lower and Bitcoin
tumbling below $80,000. Cryptocurrencies faced record outflows,
while markets awaited U.S. core PCE inflation data. The dollar
gained as traders adjusted Fed rate cut expectations amid
economic uncertainty.

Euro zone inflation slowed while growth remained weak,
reinforcing expectations for further ECB rate cuts. Falling price
pressures, especially in France and Germany, support the view
that inflation is nearing the 2% target. However, economic
stagnation persists amid trade uncertainties, prompting investors
to anticipate multiple rate cuts beyond March.
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Indian Debt Market update: 

The World Bank’s new report states that India must sustain 7.8% average
growth over the next 22 years to achieve high-income status by 2047. This
requires higher investments, increased labor force participation, and faster
productivity growth. Key policy areas include boosting investment, job creation,
structural reforms, trade integration, and state-led growth.

India’s infrastructure output grew 4.6% YoY in January, supported by strong
growth in cement (14.5%) and refinery products (8.3%), though crude oil and
natural gas production declined. Steel production (3.7%) and coal output
(4.6%) slowed compared to December, while electricity generation (1.3%)
and fertilizer production (3%) showed moderate growth.

India and the UK have resumed negotiations for a free trade agreement,
aiming to double bilateral trade within a decade. Commerce Minister Piyush
Goyal highlights India's willingness to reduce tariffs and the ongoing
discussions for a social security agreement. Goyal emphasizes the need for
more liberal visa issuance to boost trade and investment.

India revised its GDP growth forecast slightly upward to 6.5% for FY 2023-24,
compared to its earlier estimate of 6.4%.

In the SDL auction conducted on 25th February, 16 states raised an
aggregate amount of ₹ 38,054 Cr. RBI announced the auctions of
Government of India dated securities of 32,000 crores namely 6.79% GS
2031 for 10,000, 6.92% GS 2039 for 12,000, and 7.09% GS 2054 for 10,000.



Upcoming auction schedule: 

4th March  
·RBI announced the state auction, in which 14 states

will be raising aggregating to 50,500 crores.

RBI announced the auction of T bills for 91 days, 182 days, and
364 days for 14000, 12000, & 7000 crores respectively.

5th March 

LQUIDITY OPERATION
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Currency Movement:

IIncreased volatility in the Indian rupee over the past few
months has driven a surge in open interest futures contracts in
the currency derivatives market. NSE data shows that open
interest ranged between 7-8 crore contracts per month from
October to February, the highest since May last year. Open
interest represents outstanding derivative contracts that have
not yet been settled, and its rise indicates heightened hedging
activities by corporates, banks, and financial institutions amid
rupee fluctuations.

The rupee weakened by 19 paise to 87.39 against the dollar
on February 27, following US President Donald Trump's
reaffirmation of tariff plans on Mexico and Canada, along with
a warning of 25% levies on EU goods, unsettling markets.
Opening at 87.26 from its previous close of 87, the currency
faced pressure as the dollar index climbed to 106.621 from
106.416. Renewed trade tensions and Trump's confirmation
that tariffs on Canada and Mexico will take effect on April 2
contributed to global market volatility, with concerns rising
over potential EU retaliation, according to Amit Pabari of CR
Forex Advisors.
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Key updates and week ahead:

February global PMI data, including manufacturing on Monday
and services/composite on Wednesday, will provide insights into
economic trends, with Japan showing growth while the UK,
eurozone, and US remain sluggish. Key focus areas include
inflation trends, business sentiment, and US policy uncertainties. In
the Americas, the US labor market report on Friday is expected to
reflect weakening employment trends, with ISM and PMI data
offering further economic signals. 

The ECB is expected to cut rates by 25 bps in its March meeting
as eurozone PMI data indicates stalled economic growth, though
rising selling price inflation may concern policymakers. Key
updates include the eurozone’s flash CPI and Q4 GDP. In APAC,
China will release trade and inflation data, while Australia’s Q4
GDP and trade figures will be closely watched. PMI data suggests
Australia’s private sector ended Q4 weakly, but February
showed signs of recovery with the fastest business activity
expansion in six months.



WEEK AHEAD KEY EVENTS


