#x SOVEREIGN

A
AV &>
’f I
% S
N\ <€

S>> M
N Y
L g 0 a

WEEKLY REPORT
INDIAN DEBT MARKET

22ND February 2025

Key Headlines from the week:

> The 10-year benchmark yield concluded the week at 6./065, at
0.06 bps below the previous week's closing figure.

B> The weekly movement In spreads Include 10Y Indian
Treasuries (0.06 bps below), 10Y UST (0.09 bps above), 10Y
Bund (3.95 bps above), and 10Y UKT (7.25 bps above)

w- Japan's Q4 GDP grew 0O./% QoQ, surpassing forecasts, driven
mainly by net exports due to a drop in imports. Despite a 12%
annual growth rate, analysts expect a slowdown as real household
INncomes may decline, potentially dampening consumption.
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Key Headlines from the week:

®> The RBA cut rates to 410%, citing progress on inflation and weak
economic growth, but remains cautious on further easing as
INflation is still above target and labor market strength could keep
t elevated.

Y UK productivity rose O.7% In Q4 2024, partially recovering from a
11% drop In Q3, but remained 0.8% lower year-on-year, with data
uncertainty due to labor market survey issues.

% EUro zone business activity stagnated in February as weak
demand and a manufacturing slump offset modest service sector
growth. The HCOB composite PMI held at 50.2, with Germany
improving slightly while France declined. Demand fell for a ninth
month, services PMI dropped to 50.7, and manufacturing edged
up to 47.3.

»The UK posted a £15.4bn public filnance surplus in January, the
highest since 1993 but below the £20bn forecast, posing a
challenge for Chancellor Rachel Reeves. [ower-than-expected
INncome and capital gains tax revenue contributed to the shortfall
Cumulative borrowing for the year hit £118.2bn, exceeding
forecasts due to revised debt interest and tax revenue figures
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Indian Debt Market update:

®>India’s merchandise trade deficit stood at $22.99 billion in January, with exports
at $36.43 bilion and imports at $59.42 bilion, driven by electronics,
pharmaceuticals, and rice. Following PM Modi's US. visit, India pledged to

INncrease purchases of US. industrial goods, while trade negotiations am to
reduce tariffs on both sides.

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 GDP is projected to grow at 6.6% in Q3 FY25, slower than 86% in Q3
FY24, but remains strong due to higher government capex (47.7% growth),
robust agriculture (4.5% growth), and resilient services (6.9% growth), despite
mModerating industrial and manufacturing growth and global economic risks,

p- [Finance Minister Nirmala Sitharaman emphasized the government's
responsible fiscal approach, highlighting that borrowings are directed toward
capital asset building, with capital expenditure increasing by 10.2% to nearly 16
lakh crore In Budget 2025-26. The Budget maintains a fiscal deficit target
below 4.5% of GDP, offers tax concessions benefiting middle-income taxpayers,
and prioritizes employment-led growth through investments in infrastructure,
rural development, MSMEs, and exports, while continuing fiscal consolidation.



/ Upcoming auction schedule: \

25th February

RBl announced the state auction, in which 16 states
will be raising aggregating to 38,054 crores

27th February

-RBI announced the auction of T bills for 91 days, 182 days, and
364 days for 14000, 12000, & 7000 crores respectively.
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MONEY MARKET SNAPSHOT
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Currency Movement:

®> India Is poised to become a high-income nation with a projected
GDP of $23-3$35 trillion by 2047, driven by 8-10% annual growth,
demographic expansion, and technological advancements. Key
sectors—electronics, energy, chemicals, automotive, and services
—Will propel this transformation, with Al, digital infrastructure, and
renewable energy playing crucial roles. strategic investments in
R&D, manufacturing, and green energy could boost exports,
INncrease India’'s share in the global value chain, and position the
country as a leader In future technologies and global trade.

® India's economy Is ganing momentum In H2 FY25, supported
oy strong rural demand, rising industrial activity, and stable
orivate sector investment. The Union Budget 2025-26 balances
fiscal consolidation with growth, focusing on Capex and
nhousehold consumption. Retall inflation eased to 4.3% In
January, aided by lower vegetable prices.

- External risks, Including trade policy uncertainties and
geopoltical tensions, have pressured Indian equity markets and
the rupee. However, strong macroeconomic fundamentals and
Improved external sector resllience help India navigate global
volatility.
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Key updates and week ahead:

- [Key US data this week includes a Q4 GDP revision (expected
slightly lower at 2.3%), durable goods orders, and core PCE
inflation, which may signal rising price pressures. Consumer
confidence, home sales, and personal iIncome/spending data are
also in focus. In Canada, Q4 GDP Is due Friday, reflecting a weaker
end to 2024, while Brazil will also release its Q4 GDP the same
day.

% Key eurozone data this week includes final January inflation and
preliminary February figures from major economies. Germany
and France will also release Q4 GDP updates, along with other
EMEA economies. Sentiment indicators from the eurozone and
Germany will be closely watched, following weaker business
optimism In the latest PMI data.

®> South Korea and Thailand central banks meet this week, with a
20DpPs rate cut expected from the Bank of Korea. Australia’'s CPI
data is due, with PMI indicators suggesting softer price rises. India’'s
Q4 GDP will be released, following strong February PMI-driven
growth, led by the service sector.
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WEEK AHEAD KEY EVENTS

United States Dallas Fed

Manufacturing Index, Eurozone
Inflation

Germany GDFP, United States CB
Consumer Confidence, South
forea Bok Interest Eate Decision
Australia Monthly CPI Indicator,
United States New Home Sales,

Thailand BoT Interest Eate
Decision

Eurozone Economic Sentiment,
United States GDP, United States
Durabkle Goods Crders, United
States Pending Home Sales,
spain Inflation

India GDP, Japan Retail Sales,
United States Wholesale
Irventories, Germany
Unemployment Rate, Canada
GDP




