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September skid

The yield on the 10-year benchmark government security (G-sec; 7.10% GS 2034) opened September at 6.88% and
closed at 6.75%, down 11 basis points (bps) from its August close of 6.86% and within CRISILs forecast range of 6.75-
6.85%.

The 10-year benchmark G-sec yield traded in a narrow range in the second week, ahead of the domestic Consumer
Price Index (CPI) inflation print. A reduction in Treasury bill (T-bill) supply, combined with better weekly cut-offs,
boosted market sentiments and increased trading volumes. Consequently, the yield on the 10-year benchmark G-sec
fell below 6.80% for the first time since March 2022, closing the week at 6.79%.

During the third week, the 10-year benchmark G-sec yield traded flattish, though softening slightly due to a decline
in UST yields. The Federal Open Market Committee (FOMC) lowered the federal funds rate by 50 bps to a range of
4.75-5%, marking the first cut in four years and signalling further easing before year-end. The US Federal Reserve
(Fed) projects additional rate cuts of 50 bps in 2024 and 100 bps in 2025, according to its updated dot plot. However,
the futures market expects a rate cut of 75 bps in 2024, with a toss-up between a 25 and 50 bps cut in November. The
European Central Bank also reduced rates by 25 bps, underscoring the global trend of monetary policy easing. Profit-
taking and short bets led the 10-year benchmark G-sec to close the week at 6.76%.

In the last week, the 10-year benchmark G-sec traded in a narrow range, starting at 6.77%. Market sentiment
remained upbeat due to optimism about the cut in gross borrowing amount. On September 26, the government
announced plans to raise Rs 6.61 lakh crore in the second half of this fiscal through issuance of dated securities,
including sovereign green bonds worth Rs 20,000 crore. This accounts for 47.2% of the total gross market borrowing
target of Rs 14.01 lakh crore for the full fiscal, in line with expectations. To manage short-term funding needs, the
government also plans to issue T-bills worth Rs 2,47,000 crore in the third quarter. The 10-year benchmark G-sec
ended the month at 6.75%.

CRISIL,S OUtIOOk One-month view

In October, domestic G-sec yields are likely to remain stable
1 due to the RBI’s changed policy stance and domestic inflows
On Interest rates into the debt market. However, they may be impacted by
crude oil price movements and geopolitical uncertainties.

Benchmark  September October December .
30,2024 31,2024 (P) 30,2024(P)  Three-month view
(A) The 10-year benchmark G-sec yield is likely to be impacted
) _ o _ o _ by global oil prices, capital flows, UST yields, geopolitical
;&&ﬁara sec 6.75% g?goﬁ gsgoﬁ uncertainties, foreign portfolio investor (FPI) flows, and
policy decisions of the RBI’'s MPC and the FOMC.
10-year SDL 7099  104%- 6.99% - Framework for the outlook
yield ’ 714% 7.09%

CRISIL provides its outlook on key benchmark rates for
10-vear different debt classes — 10-year G-secs, state development
corgorate bond 299% 713% - 7.09% - loans (_SDLs) and corporate bonds (_CBs) — based on
yield ) 7.23% 719% statistical models and inputs from in-house experts. We

also incorporate our views on policy expectations, the

A: Actual; P: Projected; SDL: State development loan macroeconomic outlook, key events (local and global) and
Source: CRISIL MI&A Research market factors (liquidity and demand/supply).

Note: All yields are volume-weighted averages during the last trading hour of that day
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Factors influencing the outlook
Economic parameter Our view Ir:npact on
yields
GDP growth » We expect real GDP growth to moderate to 6.8% this fiscal

from 8.2% last fiscal.

« High interest rates and lower fiscal impulse (from a
reduction in the fiscal deficit) will weigh on growth. But
growth will become more balanced as the last fiscal’s
laggards — agriculture and private consumption — are
poised to rise. High rural demand and easing food inflation
are expected to lift consumption.

+ Real GDP growth moderated to 6.7% on-year in the first
quarter of this fiscal from 7.8% in the previous quarter.

CPlinflation «  We expect CPl inflation to soften to 4.5% this fiscal from
5.4% last fiscal.

« Given the improved agricultural outlook for this fiscal, we
expect food inflation to soften. The southwest monsoon
was above average this fiscal, at 108% of its long period
average. Non-food inflation could see a statistical uptick
but is expected to remain soft overall on the back of benign
commodity prices. However, the recent rise in international
food, crude, food and metal prices remains monitorable.

e CPlinflation inched up to 3.7% in August from 3.6% in July.

RBI’'s monetary policy + We expect the RBI’'s MPC to cut the repo rate by 25 bps in
December, given easing food inflation and benign non-food
inflation.

« Rate cuts by major global central banks, particularly the US
Fed, have given the RBI space to ease its policy. That said,
the RBI will monitor risks from geopolitical uncertainties
and international commodity price movements before
initiating a rate cut.

« The MPC kept the policy rates unchanged in its October
meeting. However, it changed the policy stance to ‘neutral’
from ‘withdrawal of accommodation’.

Fiscal health e The Union Budget has targeted a reduction in the centre’s
fiscal deficit to 4.9% of gross domestic product (GDP) this
fiscal from 5.6% of GDP last fiscal.

« Inthe first five months of this fiscal, the centre’s fiscal
deficit stood at 27% of the budget target, compared with
36% in the same period last year. Capital expenditure as a
proportion of the budget target is lower than last fiscal.

« Gross market borrowing is estimated at Rs 14 lakh crore
this fiscal, down 9.2% on-year. The government plans to
borrow 47.2% of the budgeted borrowings in the second half
of this fiscal.

Crude oil prices «  We expect crude oil prices to average $80-$85 per barrel
this fiscal, compared with $83 per barrel last fiscal.
« Brentcrude oil prices averaged $74.3 per barrel in
September, down 8.1% on-month and 21% on-year.

"Provisional estimate

Research 4



Market Intelligence
& Analytics

Economic parameter

Current account
balance

US Fed’s stance

Liquidity indicators
i) Demand and supply

ii) Call rates/ liquidity
adjustment facility

Research

Our view

We expect the current account deficit (CAD) to average 1.0%
of GDP this fiscal, compared with 0.7% of GDP last fiscal.
This fiscal, higher imports, driven by an uptick in
consumption demand, is expected to widen the trade deficit
and put pressure on CAD. That said, healthy services trade
surplus and remittances would help keep CAD in check.
India’s current account recorded a deficit of 1.1% of GDP in
the first quarter of this fiscal, compared with a surplus of
0.5% of GDP in the previous quarter.

S&P Global expects the US Fed to cut rates by another 50
bpsin 2024 and 125 bps in 2025.

The US Fed cut its policy rate by 50 bps to 4.75-5.0% in
September, marking the first rate cut since February 2020.

Supply:

The Government of India dated securities calendar for
H2-FY25 gross borrowing was pegged at Rs 6,61,000 crore,
lower than the calendar for H1-FY25 (Rs 7,50,000 crore).
For September, the actual SDL borrowing was Rs 82,243
crore, compared with the budgeted borrowing of Rs 95,332
crore.

The SDL Q3-FY25 calendar was announced at Rs 82,858
crore, higher than the Q3-FY24 calendar.

Demand

Demand for longer-tenure G-secs and SDLs from insurance
and pension players has increased constantly.

Demand for lower-tenure SDLs increased due to the
cancellation of the T-bill auction for two consecutive weeks

Demand:

Demand for longer-tenure G-secs and SDLs from insurance
and pension players has increased constantly.

Demand for lower-tenure SDLs increased due to the
cancellation of the T-bill auction for two consecutive weeks

In line with July and August 2024, liquidity in the Indian
banking system remained in surplus for most of September.
Consequently, the weighted average overnight money
market rates consistently traded close to the RBI's repo
rate of 6.50% during the first half of the month. A series

of variable rate reverse repo auctions to absorb excess
liquidity, along with quarterly advance tax payments and
monthly Goods and Services Tax outflows, briefly pushed
liquidity levels into deficit territory during the latter half of
the month. However, as the month drew to a close, the RBI’s
variable rate repo auction helped restore surplus liquidity,
bringing the interbank weighted average call rate for
September back in line with the repo rate, at 6.54%.

CRISIL
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Weaker-than-expected
US non-farm payrolls
data and fear of a
recession in the US

MPC and Liquidity
Surplus
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Crude oil prices fell in September

Brent Crude ($/barrel average)
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Market remained flat due
to lack of cures
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Brent crude prices decreased
to ~$74 per barrel on average
in September, down 6.6%
on-month.

Benchmark yields ease for SDLs, G-secs and corporate bonds (CBs)
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28-Mar-2024
30-Apr-2024
31-May-2024
28-Jun-2024

31-Jul-2024

30-Aug-2024
30-Sep-2024

-year SDL === 0-year corporate bonds

The yield on the 10-year
benchmark G-sec closed at
6.75% in September, down 11
bps from the previous month’s
close.The yield on the 10-year
SDL eased 13 bps to 7.09% and
that on the 10-year CB (10-year
PSU FI) eased 18 bps to 7.22%.
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10-year G-sec/SDL/CB benchmark yields trend lower
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e 10-year SDL

= 0-year benchmark bonds - HFC

Yields on 10-year benchmark
AAA-rated public sector
undertaking (PSU) bonds
decreased to 7.22% in
September from 7.40% in
August. Yields for housing
finance companies also
declined, closing at 7.48%
against the previous month’s
close of 7.61%. Yields for
AAA-rated non-bank financial
companies (NBFC) closed at
7.75%, lower than the previous
month’s close of 7.85%.

CB and SDL spreads over 10-year benchmark G-secs hold steady
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e 0-year US Treasury

The spread on the 10-year
benchmark SDL over the 10-
year benchmark G-sec closed
at 33 bps in September, down
1.81 bps from the previous
month’s close. Meanwhile, the
spread on the 10-year AAA-
rated public sector CB closed
at 47 bps, down 6,65 bps from
the previous month’s close. The
12-month average spreads on
the 10-year benchmark SDL and
CB over the 10-year benchmark
G-sec were ~37 bps and ~46
bps, respectively.

The 10-year UST yields
dropped sharply after the
FOMC rate cut of 50bps.
Yields ended at 2.94%, down
10 bps from the previous
month’s close. As a result, the
monthly spread between the
domestic benchmark 10-year
G-sec and the 10-year UST
yields widened to 307 bps.



Market Intelligence

& Analytics

CRISIL

An S&P Global Company

Term premium between 10-year benchmark G-sec and TREPS narrows

6.00%
5.00%
4.00%
3.00%
2.00%
1.00%
0.00%

31-Jul-22
31-Aug-22
30-Sep-22
31-0ct-22
30-Nov-22
31-Dec-22

Source: CRISIL MI&A Research

MM m ;M o™
IRy
c o = = >
T 0o 8 2
2L =<3

! 1
— o - 9 L
(Y)Nm(‘oco

30-Jun-23

31-Jul-23
31-Aug-23
30-Sep-23

Systemic liquidity reduces

400,000.00
300,000.00

.00
-100,000.00
-200,000.00

28-Oct-21
28-Nov-21
28-Dec-21
28-Jan-22
28-Feb-22
31-Mar-22

Net liquidity injected [injection (+)/absorption (-)] *

30-Apr-22

31-May-22
30-Jun-22
31-Jul-22
31-Aug-22
30-Sep-22

31-Oct-22
30-Nov-22
31-Dec-22

31-Jan-23
28-Feb-23
31-Mar-23

31-0Oct-23
30-Nov-23
31-Dec-23
31-Jan-24
29-Feb-24
31-Mar-24

30-Apr-23
31-May-23
30-Jun-23
31-Jul-23
31-Aug-23
30-Sep-23
31-Oct-23
30-Nov-23
31-Dec-23

31-Jan-24

30-Apr-24
31-May-24

29-Feb-24
31-Mar-24

30-Jun-24

31-Jul-24
31-Aug-24
30-Sep-24

30-Apr-24
31-May-24
30-Jun-24

*Net liquidity is calculated as repo + marginal standing facility + standing liquidity facility - reverse repo

Source: CRISIL MI&A Research

Benchmark spreads over G-secs

Spreads over G-sec*
Rating category

AAA

AA+

AA

AA-

Date

31-Aug-24
30-Sep-24
31-Aug-24
30-Sep-24
31-Aug-24
30-Sep-24
31-Aug-24
30-Sep-24

PSUs / Corporates
0.60%
0.58%
0.98%
0.93%
1.16%
1.18%
217%
2.10%

NBFCs
1.04%
1.03%
1.55%
1.52%
2.55%
2.28%
3.51%
3.28%

31-Jul-24

31-Aug-24
30-Sep-24

The average spread between the
10-year benchmark G-sec yield

and the tri-party repo (TREPS)
decreased to ~37 bps in September
from ~50 bps in the previous
month. The 12-month average
spread was ~51 bps.

The average systemic liquidity
surplus was ~Rs 0.98 lakh crore in
September, compared with ~Rs 1.48
lakh crore in August. The average
liquidity over the past 12 months
was Rs 0.36 lakh crore.

Housing finance companies
0.85%
0.84%
1.44%
1.53%
2.02%
1.98%
2.79%
2.84%

*Spreads are for 5-year securities over the annualised G-sec yield; selection of
representative issuers has been re-evaluated as per the periodic review

Source: CRISIL MI&A Research
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Trading volume increases across securities, except T-bills
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FPls continue to be net buyers
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In September, trading

volume of G-secs increased
11.84% on-month, while that
of SDLs increased 1.75%.
Trading volume of T-bills
declined 3.72%, while that of
certificates of deposit (CDs),
commercial papers (CPs) and
CBs increased 14.56%, 3.90%
and 15.11%, respectively.

FPl inflows stood at Rs
24258 crore in September.
The positive outlook for
Indian bonds is bolstered
by the country’s consistent
economic performance.
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Rating upgrades and downgrades in September 2024

Upgrades

Issuer name Old rating as per CRISIL New rating
Clix Capital Services Pvt. Ltd. CARE A CARE A+
EarlySalary Services Pvt. Ltd. CARE BBB+ CARE A-

IDBI Bank Ltd. CARE AA- CARE AA
Indigo [ICRAJAA+(SO) [ICRAJAAA(SO)
Muthoot Fincorp Ltd. CRISILA CRISIL A+
Namdev Finvest Pvt. Ltd. CARE BBB CARE BBB+
Sarvagram Fincare Pvt. Ltd. CRISIL BBB- CRISIL BBB
The Jammu & Kashmir Bank Ltd. CARE A+ CARE AA-
Union Bank of India(Basel Ill Tier II) BWR AA+ BWR AAA
Union Bank of India(Basel Il AT-1) BWR AA BWR AA+
Whispering Heights Real Estate Pvt. Ltd. CARE BBB CARE BBB+
Yes Bank Ltd. CAREA CARE A+
Downgrades

Issuer name Old rating New rating
Ashv Finance Ltd. IND BBB IND BBB-
Bandhan Bank Ltd. [ICRAJAA [ICRAJAA-
Goswami Infratech Pvt. Ltd. CARE BB CARE BB-
Inbrew Beverages Pvt. Ltd. IVR BB IVR BB-
Joyville Shapoorji Housing Pvt. Ltd. CARE BBB+ CARE BBB
Mahanagar Telephone Nigam Ltd. CARE AAA(CE) CARE AA+(CE)
Sterlite Technologies Ltd. CRISILAA CRISIL AA-

10



About CRISIL Limited

CRISIL is a leading, agile and innovative global analytics company driven by its mission of making markets function better.

Itis India's foremost provider of ratings, data, research, analytics and solutions with a strong track record of growth, culture of innovation,
and global footprint.

It has delivered independent opinions, actionable insights, and efficient solutions to over 100,000 customers through businesses that
operate from India, the US, the UK, Argentina, Poland, China, Hong Kong, UAE and Singapore.

It is majority owned by S&P Global Inc, a leading provider of transparent and independent ratings, benchmarks, analytics and data to the
capital and commodity markets worldwide.

About Regulated Research provided by CRISIL Limited

CRISIL is registered as a Research Analyst with SEBI (Registration No INH000007854), herein referred to as “CRISIL Research”. We provide
insights, opinion, analysis, and data on the Indian economy, industry, capital markets, and companies.

We are the largest valuation agency for fixed income securities, and a prominent debt and hybrid index provider in India. We publish
rankings for mutual fund schemes, and provide granular portfolio analysis services for asset managers, financial intermediaries, retirement
funds and institutional investors.

Our data and analytics platforms - Alphatrax and Quantix - enable our clients to assess Industry and Company level risks based on CRISILs
proprietary models.

CRISIL ESG Scores help benchmark companies based on their inherent ESG risk using public domain information and a proprietary
framework.

Our Company reports (that combine select financial and non-financial data, analytics from our proprietary risk models, and commentary on
company’s financial performance) are used by commercial banks, financial institutions, and non-banking finance companies as part of their
credit/ risk management process.

Our SME Gradings, used by lenders, assess creditworthiness of SME enterprises relative to the peers leveraging our proprietary grading
model. The framework includes assessment of entity-level financial and operating performance, as well as industry-level drivers.

CRISIL Privacy Statement

CRISIL respects your privacy. We may use your contact information, such as your name, address, and email id to fulfil your request and
service your account and to provide you with additional information from CRISIL. For further information on CRISILs privacy policy please
visit www.crisil.com/privacy.

Analyst Disclosure

Members of the team (including their relatives) involved in the preparation of this report and whose names are published as part of this
report hereby affirm that there exists no conflict of interest (including any financial interest or actual/ beneficial ownership of 1% or more
of the securities of the subject companies) that can bias the output of the Report. Further, neither the members have served as officers,
directors, or employees of the companies analyzed in the report in the last 6 months nor have they engaged in market making activities for
the subject companies.

Terms and Conditions

This Report is based on data publicly available or from sources considered reliable. CRISIL Research does not represent that the Report is
accurate or complete and hence, it should not be relied upon as such. Opinions expressed herein are our current opinions as on the date of
this report. Nothing in this report constitutes investment, legal, accounting or tax advice or any solicitation, whatsoever. The subscriber/
user assumes the entire risk of any use made of this data/ report. CRISIL especially states that, it has no financial liability whatsoever, to
the subscribers/ users of this report.

This Report is additionally subject to your contractual terms with CRISIL.

The report is for use within the jurisdiction of India only. Nothing in this report is to be construed as CRISIL providing, or intending to provide,
any services in other jurisdictions where CRISIL does not have the necessary permissions and/ or registration to carry out its business
activities. The user will be solely responsible for ensuring compliance for use of the report, or part thereof, outside India.

CRISIL Limited operates independently of, and does not have access to information obtained by CRISIL Ratings Limited, which may, in their
regular operations, obtain information of a confidential nature. The views expressed in this Report are that of CRISIL Research, and not of
CRISIL Ratings Limited.

Company Disclosure
1. CRISIL Research or its associates do not provide investment banking or merchant banking or brokerage or market making services.
2. CRISIL Research encourages independence in research report preparation and strives to minimise conflict in preparation of research reports through strong
governance architecture comprising of policies, procedures, and disclosures.
3. CRISIL Research prohibits its analysts, persons reporting to analysts, and their relatives from having any financial interest in the securities or derivatives of
companies that the analysts cover.
4. CRISIL Research or its associates collectively may own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the
month preceding the publication of the research report.
. CRISIL Research or its associates may have financial interest in the form of holdings in the subject company mentioned in this report.
6. CRISIL receives compensation from the company mentioned in the report or third party in connection with preparation of the research report.
7. As a provider of ratings, grading, data, research, analytics and solutions, infrastructure advisory, and benchmarking services, CRISIL or its associates are likely
to have commercial transactions with the company and may receive compensation for the services provided.
. CRISIL Research or its associates do not have any other material conflict of interest at the time of publication of the report.
9. No material disciplinary action has been taken against CRISIL Research or its analysts by any Regulatory Authority impacting Research Analyst activities.

o

focd

Argentina | Australia | China | Colombia | Hong Kong | India | Japan | Poland | Singapore | Switzerland | UAE | UK | USA
CRISIL Limited: CRISIL House, Central Avenue, Hiranandani Business Park, Powai, Mumbai — 400076. India

Phone: + 91 22 3342 3000 | Fax: + 91 22 3342 3001 | www.crisil.com

M/company/crlsn @@CRISILlelted Ei/CRISILLimited @ /user/CRISILLimited @/llfeatcrlsﬂ An S&P Global company



