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Industrial Sector 
Industrial Output (%YoY)    4.3 7.3 -4.2 3.5 
Manufacturing PMI    55.3 55.4 57.8 55.7 55.3 55.1 
Railway freight Container Service (%YoY) 

 4.3 5.5 7.8 5.1 2.6 1.9 
Energy Consumption (YoY)                   12 9.8 12.3 0.5  11.3 
Aviation Cargo (% YoY)   -3.7 -5.9 -2.3 -14.5 -0.5 

Inflation 
CPI (%YoY)   6.5 5.7 5.9 6.8 7.4 
WPI (%YoY)   4.7 5 5.8 8.7 10.6 

Deficit 
Fiscal Deficit (% of full year target)    67.8 56.6 55.7 43.2 35.3 
Trade Deficit ($ bn)   -17.7 -22.1 -23.3 -27.4 -29.3 

Services 
Air passenger traffic: Domestic (% YoY)    95.6 14.2 11.5 29.8 50.1 
GST collections (Rs. Bn)  1496 1559 1495 1486 1517 1477 

E-way Bill (Mn)   
  82.4 84.1 80.7 76.9 84.0  

Direct tax collection (% YoY) 
  1.1 2.5 2 48.9 14.5 

Money & Banking 
Credit Growth (%YoY)   16.3 14.9 16.1 15.8 19 

Industry Credit (%YoY)   8.7 8.6 13.1 13.6 12.6 
Deposits (%YoY)   10.5 9.2 9.8 8.9 12.5 
Currency in circulation (%YoY)   8.6 8.2 7.7 9.3 8.3 
Forex reserves ($bn)   574 563 553 534 533 
INR/USD (month end) 

  
 82.7 81.7 82.8 81.6 82.4 81.6 

10Y G-Sec yield (%)    7.43 7.38 7.32 7.29 7.44 7.39 
 

Net FPI flows: Equity ($bn) 
  

 -0.6 -3.5 1.4 4.4 - -0.9 
Net FPI flows: Debt ($bn) 

 
  0.3 0.4 -0.2 -0.2 -0.4 0.5 

DII ($bn)      4.1 2.9 -0.8 1.1 1.7  

           

Nifty EPS 

 
 

Source:  Bloomberg, RBI, Motilal Oswal for EPS, Spark Capital.    
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  Macro Economy & Event Update 
 

Macro-Economic Indicators    Feb-23 Jan-23 Dec-22 Nov-22 Oct-22 Sep-22 
 

 

Consumption 
Two-wheeler sales (%YoY)   5.0 3.9 17.7 2.3 13.5 
Passenger car sales (%YoY)   10.5 -0.8 28.2 33.3 74.4 
Credit Card Outstanding (% YoY)   29.6 26.4 24.5 28.4 27.2 
Nominal Rural wages (% YoY)     7 6.5 5.7 
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Equity Market!
 

"#$%&#!'()%*+!,&-./*01!,2#*3!42#/!5+  !
���•�†�‹�ƒ�•���‡�“�—�‹�–�›���•�ƒ�”�•�‡�–�•���…�Ž�‘�•�‡�†���–�Š�‡���•�‘�•�–�Š���‘�ˆ���	�‡�„�”�—�ƒ�”�›�ï�t�u���‹�•���”�‡�†�á���‹�–�•���–�Š�‹�”�†���…�‘�•�•�‡�…�—�–�‹�˜�‡���•�‘�•�–�Š���‘�ˆ���†�‡�…�Ž�‹�•�‡�á���™�‹�–�Š�����¬������������Sensex and Nifty-50 registering 
monthly losses of ~1.0% and ~2.0% respectively. ���•�˜�‡�•�–�‘�”�•�ï�� �…�‘�•�…�‡�”�•�•�� �•�ƒ�˜�‹�‰�ƒ�–�‡�†�� �ƒ�”�‘�—�•�†�� �Š�ƒ�™�•�‹�•�Š�� �’�‘�Ž�‹�…�›�� �•�–�ƒ�•�…�‡�� �„�›�� �…�‡�•�–�”�ƒ�Ž�� �„�ƒ�•�•�•�á�� �”�‡�•�—�”�‰�‡�•�–��
geopolitical tensions, and volatile move in Adani Group stocks. FPIs sold $0.65 bn worth of Indian equities while DIIs bought $2.3 bn in-line with the 
�’�”�‡�˜�‹�‘�—�•���•�‘�•�–�Š�ï�•���–�”�‡�•�†�ä�����Š�‡���‹�•�†�‹�…�‡�•���†�‘�™�•���–�Š�‡���…�ƒ�’�‹�–�ƒ�Ž�‹�œ�ƒ�–�‹�‘�•���…�—�”�˜�‡���—�•�†�‡�”�’�‡�”�ˆ�‘�”�•�‡�†���–�Š�‡���•�‡�›���„�‡�•�…�Š�•�ƒ�”�•���‹�•�†�‹�…�‡�•�ä�����¬���������������‹�†-cap index and S&P BSE 
Small cap index registered monthly losses of ~2.0% & ~3.1% respectively. Amongst sectoral indices FMCG, Capital Goods and Industrials were among 
the top performers registering monthly gains of 0.3%, 0.2% and -0.7% respectively while Utilities, Power and Metal were among the bottom three 
performers registering monthly losses of 15.6%, 10.2% and 9% respectively. 
  
Other key developments in the month: (1) In the FY2024 Union Budget, the government (a) prioritized fiscal consolidation and (b) focused on capital 
expenditure to achieve higher medium-term GDP growth, (2) Adani Enterprises called off its FPO of Rs200 bn, (3) the US FOMC, in line with 
expectations, hiked the target range for the federal funds rate by 25 bps, (4) the RBI MPC hiked the repo rate by 25 bps and remained concerned about 
elevated inflation, especially core inflation, while being optimistic about growth, (5) Russia to cut oil production by 500,000 bpd in March, (6) 
meteorologists have suggested increasing risks of El Nino in 2023, (7) minutes of the recent meetings of the RBI and the US Fed suggest that banks 
are willing to increase the interest rates further as inflation remains a concern. 
 
 ���Š�‡�� ���ƒ�•�—�ˆ�ƒ�…�–�—�”�‹�•�‰�� �������� �ƒ�Ž�•�‘�•�–�� �”�‡�•�ƒ�‹�•�‡�†�� �ˆ�Ž�ƒ�–�� �‹�•�� �–�Š�‡�� �•�‘�•�–�Š�� �‘�ˆ�� �ˆ�‡�„�”�—�ƒ�”�›�ï�t�u�ä�� �	�‡�„�”�—�ƒ�”�›�ï�t�u�� �������� �…�ƒ�•�‡�� �‹�•�� �ƒ�–�� �w�w�ä�u�� �ƒ�•�� �ƒ�‰�ƒ�‹�•�•�–�� �w�w�ä�v�� �‹�•�� ��ƒ�•�—�ƒ�”�›�ï�t�u�ä�� ���Š�‡��
manufacturing industry sustained robust growth of output and new orders halfway through the final fiscal quarter but there was a slowdown in the 
growth rate of international sales expansion. Companies were confident on the resiliency of demand and continued to add to their inventories by 
�’�—�”�…�Š�ƒ�•�‹�•�‰���ƒ�†�†�‹�–�‹�‘�•�ƒ�Ž���‹�•�’�—�–�•�ä�����‡�ƒ�•�™�Š�‹�Ž�‡�á���–�Š�‡���‰�”�‘�•�•���
�������”�‡�˜�‡�•�—�‡���…�‘�Ž�Ž�‡�…�–�‡�†���‹�•���	�‡�„�”�—�ƒ�”�›�ï�t�u���™�ƒ�•���—�’���1�s�t�¨���‘�����ƒ�•�†���•�–�‘�‘�†���ƒ�–���•�s�ä�w���–�”�‹�Žlion. This is the 12th 
�•�–�”�ƒ�‹�‰�Š�–���•�‘�•�–�Š���‹�•���ƒ���”�‘�™���–�Š�ƒ�–���–�Š�‡���–�‘�–�ƒ�Ž���
�������…�‘�Ž�Ž�‡�…�–�‹�‘�•�•���Š�ƒ�˜�‡���…�”�‘�•�•�‡�†���•�s�ä�v���–�”�‹�Ž�Ž�‹�‘�•���•�ƒ�”�•���ƒ�•d hence are likely to provide more headroom on the fiscal 
front. Along with normalisation in economic activities and the impact of high inflation that have boosted collections, the government has also made 
various efforts to increase the tax base and improve compliance.  
 
 
6)*722.1  
Recent data in the US indicates stubborn inflation and healthy economic activity, prompting the Fed to adopt a more hawkish stance. As a result, the 
rate cycle is expected to be longer than previously anticipated. Back home, interest rate differentials between India and the US are narrowing, while 
inflation worries are similar. The RBI may be forced to take a slightly more hawkish stance. Rising risks of El Nino adds on to the food inflation worries. 
This could lead to more tightening by the RBI in the short term, which may negatively impact the equity market. 
 
However, from a medium-term perspective, the investment cycle is in the early stages of recovery. System credit growth continues to be strong, and 
the government has reaffirmed its focus on infrastructure development with a target of around 25% growth in central capital expenditure next year. 
Domestic demand in industrial and automobile sectors remains stable, while exports have weakened. 
 
Given the uncertainty in the global macro environment, we would stick to a bottom-up investment approach. In terms of sectors, domestic-facing 
sectors are viewed more positively than global-facing sectors. We are positive on the Investment cycle and therefore the domestic cyclicals like 
Financials, Auto and industrials are well placed in this environment. After a decade of muted growth in capital expenditure, the cycle appears to be 
picking up, with corporate balance sheets improving and increased lending appetite by banks driving a rebound in demand despite inflationary 
pressures. Given the disruptions in the global supply chain, large players are increasingly turning towards Indian manufacturing companies. India is 
set to become a hub for manufactured exports with supportive policies and cost competitiveness. 
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The Indian 10yr G-sec benchmark yields traded in the range of 7.28%-7.43% and eventually ended the month 9bps higher sequentially at 7.43%. The 
10y benchmark averaged 7.35% in February. Liquidity remained tight throughout the month as money market yields inched higher by 35bps in 3 
months to 43bps in one-year space. Average daily liquidity remained 94kcrs negative against 1.20k crs negative of previous month. G-sec outperformed 
corporate bonds for the month as year-end primary issuance added supply in markets making yield curve inverted in 2year to 10-year corporate bonds 
in AAA segment. Sentiments remained subdued with U.S yields retracing from 3.30% levels back to 4.00%, higher CPI number and heavy bond supply 
from PSU and Housing finance companies across tenures. 
 
,&8-201!
���������‹�•�ˆ�Ž�ƒ�–�‹�‘�•���•�’�‹�•�‡�†���–�‘���x�ä�w�t�¨�����‘���ã���Š�‹�‰�Š�‡�”���–�Š�ƒ�•���•�–�”�‡�‡�–���‡�š�’�‡�…�–�ƒ�–�‹�‘�•�•���‘�ˆ���w�ä�y�v�¨���x�ä�r�r�¨���‹�•����ƒ�•�ï�t�u�ä�����Š�‡���•�–�‡�‡�’���•�’�‹�•�‡���™�ƒ�•���’�”�‹�•�ƒ�”�‹�Ž�›���‘�• account of higher food 
prices, across categories, offsetting the positive effects of a seasonal fall in vegetables. This was led mainly by a sequential rise in prices of cereals (2.6% 
mom compared to 1.1% in December) and eggs (2.3% mom compared to 4.9% mom). On the other hand, vegetable prices contracted, but the 
contraction was shallower than in December ((-)3.8% mom % versus (-)12.7% mom in December). January core inflation (CPI excluding food, fuel, 
pan, and tobacco) remained elevated and sticky at around 6.41% while increasing sequentially by 0.53% (December: 0.31% mom). Gold and silver 
prices, yet again, caused an increase in the personal care and effects category. 
 
Q3FY23 GDP growth was in line with expectations printing at 4.4 % YoY (Q2FY23: 6.3%) and bolstering the argument for a softer approach towards 
monetary tightening going forward. Growth was led by GFCF growth of 8.3% (Q2FY23: 9.7%), while private consumption growth was weak at 2.1% 
(8.8%). Q3FY23 real GVA grew by 4.6%, led by services growth of 6.2% (Q2FY23: 9.4%) and agricultural sector growth of 3.7% (2.4%). Services growth 
was driven by contact-based services (trade, hotel, etc.) growth of 9.7% (Q2FY23: 15.6%).  
 
Trade deficit in January narrowed to USD 17.7bn (December: USD 22.1bn) and was at USD 233.2bn in 10MFY23 (10MFY22: USD 153.8bn). January 
imports were sharply lower at USD 50.7bn (December: USD 60.2bn). The sharp fall in imports was due to (1) non-oil imports falling, and (2) likely 
softening in domestic demand post-festive season. January exports at USD 32.9bn by 6.6% yoy. Non-oil exports fell to USD 28bn (December: USD 
29.7bn), while oil exports fell to USD 4.9bn (USD 8.4bn). Engineering goods fell to USD 8.4bn (December: USD 9.1bn).  
 
4725&71!
Global government yields were higher in February. The Fed hiked rates by 25bps at the beginning of the month, but following strong data, markets 
concluded that interest rates would likely need to remain higher for longer. The ECB hiked rates by 50bps early in the month and signalled an additional 
50bps at their next meeting in March. The message was construed as dovish, given acknowledgement of the improving inflation profile from energy 
prices. The US 10-year yields rose from 3.51% to 3.92%, with the two-year rising from 4.21% to 4.82%. 
 
'9/#*01 !
India MPC with a 4:2 vote hiked the policy rates by 25bps, with the Repo Rate now at 6.50%, the policy outcome is in-line with expectations. The bar 
has been raised by the RBI, as the RBI still sees the 6.50% rate as lagging behind the pre-pandemic levels adjusted for inflation. The real policy rate is 
now moderately positive at around ~80-90 bps, which is very close to the 0.8%-1% level of real policy rate or the neutral rate that the RBI estimates. 
The full-year average inflation of 5.3% in FY24 and the existing Repo Rate keep the real policy rate at 1.2%. So, basis the MPC inflation forecasts and 
the existing Repo Rate, one can work with the real policy rate being in the range of 0.9% to 1.2% for FY24. RBI downgraded its CPI inflation projection 
by 20 bps to 6.50% in FY24 due to the better prospects of the rabi crop especially for wheat and oilseeds. Markets were anticipating that the RBI would 
tone down the hawkish tone in the Feb policy, but the RBI poured cold water on any such hopes sticking to the vigilant tone on inflation. Consequently, 
the market has started repricing the possibility of further hikes in coming policies. The MPC is likely to change the policy stance to 'neutral' in April 
2023.  
 
India budget came in largely within expectations and there were no major surprises either on the fiscal deficit or on the borrowing numbers. Govt. has 
done a good job of beating market expectations on market borrowing by announcing a slightly lower borrowing of INR 15.43 tn which is lower than 
market expectations of INR 16 tn. The assumptions around small savings and other sources of financing are all reasonable and conservative resulting 
in a credible fiscal deficit number.  
 
6)*722.1 !
We think the borrowing program is manageable with the budgeted tax revenues with credible assumptions and lower subsidy expenditure gives a 
stable outlook to fiscal deficit numbers and is bond supportive. On the inflation front, next month inflation prints should be intermediate top due to 
smaller base effect and U.S 10-year yield settling in the range of 4.00%-4.20% resulting in peak in yields. We think we are heading towards a long 

  Debt Market!
 

10 Year Benchmark Bond Movement                                                               Spread Movement 

:;-/&$0 ! ,&*)-%*+!</-%2$! === ! ==! =!

28-Feb-23 

1 Yr   13 74 328 

3 Yr   59 129 310 

5 Yr   47 120 296 

10 Yr   44 128 299 

31-Jan-23 

1 Yr   85 150 318 

3 Yr   71 138 309 

5 Yr   54 124 296 

10 Yr   43 122 300  
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pause and reverse in rates by next financial year (on back of global and local slowdown). We think bond markets are factoring in lot of known events 
in current price hence expecting the 10 year to trade within the 7.30-7.45% range in the near term. 
 
Yield Curve has flattened substantially during last one year on back of faster and higher rate hikes across the globe while the rise in long tenure yields 
has been much lower than short-term yields. We think from current levels, risk/reward gravitates towards a long duration position as demand- supply 
of bonds is favourable as demand �‹�•���‰�”�‘�™�‹�•�‰���ƒ�–���ƒ���ˆ�ƒ�•�–�‡�”���’�ƒ�…�‡�ä���	�ƒ�…�–�‘�”�•���Ž�‹�•�‡���„�‘�•�†���‹�•�†�‡�š���‹�•�…�Ž�—�•�‹�‘�•�����Ž�‹�•�‡�Ž�›�á���–�Š�‡�”�‡���™�‹�Ž�Ž���„�‡���…�‘�•�’�”�‘�•�‹�•�‡���ˆ�”�‘�•���–�Š�‡���‹�•�˜�‡�•�–�‘�”�•�ï��
side by accepting the Indian government demands �� just as they did in for other emerging markets). The global developments and the slow-paced 
�†�‡�…�Ž�‹�•�‡���‹�•���‹�•�ˆ�Ž�ƒ�–�‹�‘�•���•�—�‰�‰�‡�•�–���–�Š�ƒ�–���™�‡���ƒ�”�‡���î�•�‡�ƒ�”�‹�•�‰���–�Š�‡���‡�•�†�ï���”�ƒ�–�Š�‡�”���–�Š�ƒ�•���ƒ�–���–�Š�‡���‡�•�†���‘�ˆ���–�Š�‡���”�ƒ�–�‡-hike cycle and picking of inflation prints plus pressure on 
INR likely to reduce with US dollar strength easing in 2023. We project a 1.5 lakh crore RBI OMO purchases in the second half of the year as inflation 
settles lower and global bond yields starts factoring in the growth slowdown. Besides, any positive signs on core-CPI easing would add more comfort 
to overall inflation trajectory shifting lower and sooner.  
 
���˜�‹�†�‡�•�–���ˆ�”�‘�•���Š�‹�•�–�‘�”�‹�…���†�ƒ�–�ƒ�á���ƒ�•���•�ƒ�”�•�‡�–�•���„�‡�‰�‹�•���ˆ�ƒ�…�–�‘�”�‹�•�‰���‹�•���–�Š�‡���”�ƒ�–�‡���’�‡�ƒ�•�•���ƒ�Š�‡�ƒ�†���‘�ˆ���ˆ�‘�”�•�ƒ�Ž���ƒ�•�•�‘�—�•�…�‡�•�‡�•�–�á���™�‡�ï�˜�‡���•�–�ƒ�‰�‰�‡�”�‡�†���‡�•�–�”�›��to minimise timing risk 
and increase probability of alpha.  
Hence, we think in coming months, there is a chance to lock-in at comparatively higher yields in the longer-tenure bonds, providing a capital 
appreciation opportunity for medium to long-term investors as yield curve shifts down in coming years. Based on the above thesis, we have added 
sovereign duration to the dynamic bond fund and intent to increase to 60%-65% in the near future and remaining portion will be in high quality credits 
for accruals having a medium tenure duration giving a healthy mix of capital appreciation and steady accrual.      
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