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WEEKLY REPORT
INDIAN DEBT MARKET

15TH February 2025

Key Headlines from the week:

> The 10-year benchmark vield concluded the week at 6./043, at
0.28 bps above the previous week's closing figure.

»- TThe weekly movement In spreads Iinclude 10Y Indian
Treasuries (028 bps above) 10Y UST (1.74 bps below), 10Y
Bund (4.6 bps above), and 10Y UKT (2.3 bps above)

®»- The euro zone economy showed slight growth in Q4 2024, with
GDP rising 01%, but employment stagnated, and weak
consumption, industrial recession, high energy costs, and U.S. tariff
threats suggest continued economic sluggishness.
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Key Headlines from the week:

¥ TThe Central Bank of Russia kept its key rate at 21%, citing
iNflation concerns despite pressure for cuts, with no rate
reduction expected before the second half of 2025, as inflation
may peak at 10.3% In April amid economic constraints.

Y The UK. economy grew by 0.1% In Q4 2024, avoiding a recession,
but weak growth, rising costs, and uncertain trade conditions
suggest a sluggish 2025; with rate cuts expected the Bank of
England downgraded 2025 growth forecasts from 1.5% to O.75%,
signalling continued economic struggles.

p- German industrial orders surged 6.9% In December, far exceeding
the 1.9% forecast, driven by large-scale orders for aircraft, ships,
and military vehicles, signaling strong capital goods demand and
potential manufacturing recovery.

. Japans wholesale inflation surged to a seven-month high of 4.2%
N January, driven by rising food and raw material costs,
reinforcing expectations of a BOJ rate hike In 2024. While
iNflationary pressures persist, weak consumer sentiment may
delay aggressive tightening, with markets pricing in a July rate hike
amid rising U.s. yields and a weaker yen.
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Indian Debt Market update:

®>|ndia's retail inflation eased to 4.31% in January 2025, down from 522% in
December, primarily due to slowing food price rises. This decline was better
than the Reuters poll estimate of 4.6% and offers relief to households heavily
Impacted by food costs. Cooling vegetable prices and a healthy kharif crop
output significantly contributed to the moderation.

p- 1Ne RBl's aggressive FX intervention to support the rupee has significantly
drained banking system liquidity, prompting a record 2.5 trillion infusion via an
overnight repo to ease tight conditions and ensure effective rate cut
transmission.

®> India's Wholesale Price Index (WPI) inflation eased to 2.31% in January 2025
from 2.37% In December 2024, driven by a 3.62% drop in food prices, while
fuel prices rose 0.47%, and manufactured product prices saw a marginal 0.14%
INncrease.

- The Income Tax Bill, 2025, introduced by Finance Minister Nirmala Sitharaman,
alms to simplify and modernize India's tax framework by replacing the 1961
Income Tax Act with clearer provisions, reducing legal disputes, and making
the system more taxpayer-friendly, without altering tax slabs or rebates.

> India_ and the U.S. aim to boost bilateral trade to $500 billion, focusing on
semiconductors, Al critical technologies, and defence collaboration, under

nitiatives like iICET, INDUS Innovation Bridge, and TRUST, despite tariff
challenges.
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/ Upcoming auction schedule: \

18th February

RBl announced the state auction, in which 12 states
will be raising aggregating to 29,800 crores

20th February

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

LQUIDITY OPERATION
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Currency Movement:

- The rupee appreciated 8 paise to 86.85 against the US dollar,
iNfluenced by a retreat In the American currency and positive
trends In domestic equity markets. However, foreign fund
withdrawal and high crude oll prices continued to pressure the
rupee. Severe volatility has characterized the past few months
due to global macroeconomic uncertainties.

®The Indian rupee hit a near two-week high on Wednesday
following a significant intervention by the Reserve Bank of India,
forcing the liquidation of bearish positions. The DBS Bank
anticipates the rupee to weaken by mid-2025 due to the dollar's
safe-haven appeal amidst U.S. trade tariffs and delayed Federal
Reserve rate cuts.

% 1he Indian rupee hit a record low of 8795 per US. dollar on
Monday due to fears of new US. trade tariffs. The Reserve
Bank of India likely intervened by selling dollars to prevent the
rupee from falling further. President Trump announced plans to
introduce 25% tariffs on steel and aluminium imports, iImpacting
Asian currencies.
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Key updates and week ahead:

»> Investors will closely track the January 28-29 FOMC meeting
minutes for insights into the Fed's rate path, especially after Powell
signalled no urgency for cuts amid rising inflation pressures seen
in PMI and CPI data. Meanwhile, Canada’s inflation data (due
Tuesday) will be monitored, following PMI data indicating a slight
cooling In inflationary pressures, primarily due to fallng services
COosts.

w. The UK will release inflation, labour market, and retail sales data
alongside February flash PMI figures. January PMI data hinted at
rising inflation and accelerating job cuts due to weak demand in
manufacturing and services. While labour market data quality
remains a concern, the KPMG/REC |obs report has already
signalled a decline in employment at the start of 2025.

»> Both the RBA and RBNZ will hold their February policy meetings,
with rate cuts expected. Markets anticipate a 25-bps cut from
the RBA, while the RBNZ’s cut size remains uncertain between
25 and 50 bps
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WEEK AHEAD KEY EVENTS

EVENTS

Japan GDF (Q4), Eurozone
Balance of Trade, Japan
Industrial Production

Auvustralia EBA Interest Rate
Decision, Canada Inflation,
France Inflation, Eurozone JEW
Economic Sentiment

United States FOMC Minutes,

Japan Trade, UK Inflation

Eurczone Consumer Confidence,
Australia Employment, Germany
PFPl, China Loan Prime Eate
Eurczone HCOB Flash PMI,
Manufacturing & Services, India
HSBC Flash FMI, Manufacturing &
services, Burozone HCOB Flash
FMI, Manufacturing & Services,
Japan Inflation, New Iealand
Trade, Australia S&F Global Flash

P, Manufacturing & Services




