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GST numbers: Robust March collections at INR 1.42 trillion

GST collection in the month of March 2022 (for sales in the month of February 2022) was reported at an all-time high of INR 1.42 trillion. Earlier in 

the month of February (for sales in month of January), collections were relatively lower at INR 1.33 trn as the sales in January were impacted by 

restrictions on account of the third Covid wave. The higher collection in March suggest recovery from the impact of third wave on economic 

activity.

Fiscal trends: April to February fiscal deficit ~ 83% of FY 2022 revised estimates

Fiscal deficit for April to February of FY 22 was at 82.7% of the revised FY 22 estimates in the budget. In 11MFY22 center’s net tax revenue was 

at 84% of FY2022RE while expenditure was at 83%. Overall, receipts were higher by 29% while expenditure was up 11.5%, with a ~10% 

increase in revenue expenditure and 20% increase in capital expenditure during this period

PMIs: Mixed trends across manufacturing and services

Manufacturing PMI was lower in March at 54.0 v/s 54.9 in February as lower new export orders and rise in prices weighed on sentiments, while 

Services PMI was higher at 53.6 v/s 51.8 in February given the end of the third wave and removal of most restrictions in the month of March. 

Overall, composite PMI rose to 54.3 v/s 53.5 in February

IIP: January IIP at 1.3%

January IIP grew at 1.3% (December: 0.7%) with the aid of marginal positive base effects. As per the use-based classification, 

construction/infrastructure goods grew 5.4%, consumer non-durables grew by 2.1%, primary goods grew by 1.6%, and intermediate goods grew 

by 0.9%. On the other hand, capital goods and consumer durable goods declined by 1.4% and 3.3%, respectively. 

Inflation: CPI inflation stays over 6%; Wholesale inflation continues to stay elevated

Consumer price inflation (CPI) came in at 6.07% v/s 6.0% in the previous month, and higher than consensus. Food inflation rose as favorable 

base effects waned, while core inflation dropped marginally. Wholesale price inflation (WPI) also stayed elevated at 13.1% in March v/s 13.0% in 

February

External Factors – Oil prices volatile, US treasury yields inch sharply higher

Oil: Crude prices stayed volatile during the month given geopolitical developments and closed at 107.91 v/s 100.99 at the end of the previous 

month

US Treasury yields: Global bond yields rose sharply during the month given inflation concerns in developed economies and hawkish central 

banks. US 10 yr treasury yields, after briefly touching 2.5 during the month, closed at 2.36 v/s 1.81 in the previous month

Currency: Rupee traded with a negative bias, as risk off sentiments and geopolitical tensions weighed on the rupee and it closed March at 75.90 

v/s 75.34 at the end of February after briefly touching 77 earlier in the month.

Indicators Current  month ( April 30) Previous month

Repo rate 4.00 4.00

1Y OIS 5.05 4.49

5Y OIS 6.62 5.98

3M T-Bill 4.00 3.70

1Y G-Sec 5.13 4.67

3Y G-Sec 6.38 5.84

5Y G-Sec 6.62 6.10

10Y G-sec 7.14 6.84

AAA 5Yr Corp Bond 6.30-6.40 6.20-6.30

AAA 10yr Corp Bond 7.05-7.15 7.05-7.20

USDINR 75.90 75.34

Brent Oil (USD Per Barrel) 107.91 100.99
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Overnight to Money Market rates (up to 1 year) - Neutral positioning on Duration

HSBC Overnight Fund, HSBC Cash Fund, HSBC Ultra Short Duration Fund and HSBC Low Duration Fund are focused on different segments of 

money market curve. The entire Money-market curve is centric to the overnight funding cost. The overnight funding cost should now move above 

the SDF rate of 4.15% given the increase in SDF and repo rates, while increase in CRR could also push it up further going forward.

The RBI’s trajectory in terms of rate hikes will determine the evolution of the money market and the short end of the yield curve. The steepness 

in the 1 to 2 yr segment is attractive and with RBI likely to take a calibrated approach, there could be opportunities in terms of carry and roll-down 

going forward. However, in the very near term, we could see bouts of volatility given the surprise rate hike today and consequent repricing by 

markets. 

The overnight fund predominantly invests in overnight asset. Overall, we remain underweight on duration across HSBC Cash, HSBC Ultra-Short 

and Low Duration funds as we take a cautious approach while markets re-price rates given hawkish RBI and await better opportunities for 

deployment to take advantage of steepness in the curve.

Short duration to medium term duration - Underweight duration

From medium term perspective, HSBC Short Duration Fund & HSBC Corporate Bond Fund & HSBC Equity Hybrid Fund (debt portion) offer

value for investors at current short-term yields over funding cost in terms of spread.  However, near term volatility will remain as markets reprice 

the timing and extent of rate hikes by RBI.

Over the medium term, the attractive carry and roll-down will present opportunities in the short to medium end of the curve. The extent of supply 

in G-Sec on account of increased borrowings in FY 23 is largely towards the duration segment. The steepness in the yield curve up to the 3 to 5 

yr points already factor in further rate hikes by RBI to a large extent and could present opportunities as RBI front-loads the rate hikes.

Similarly, on the corporate side, we prefer the 18m to 2 yr part of the curve, which offers attractive risk-return trade-off as the steepness in the 

curve is attractive and hence compensates to some extent in case of any adverse movement in yields at the ultra-short end of the curve. As 

such, we continue to be positioned with an underweight in terms of duration in these funds (HSBC Short Duration Fund & HSBC Corporate Bond 

Fund & HSBC Equity Hybrid Fund (debt portion))

Long bonds (HSBC Flexi Debt Fund, HSBC Debt Fund, HSBC Regular Savings Fund)- Underweight duration)

Yields at the longer end of the curve have inched upwards given the movement in global bond yields and rise in crude and commodity prices 

over the last 2 to 3 months and hawkish RBI. Nevertheless, there has been a bear flattening trend with the 10 yr and 14 yr segment yields 

increasing by a lower quantum than the 3-5 yr and 5-7 yr segment and hence spreads have contracted between the 10yr and 5 yr and 14 yr and 

10 yr points on the yield curve

Going forward, absorption of heavy bond supply in H1 FY 23 will continue to exercise upward pressure on yields in the belly of the curve, 

especially in the absence of open market operation (OMO) purchases from RBI. On the whole we expect the longer end to trade with a negative 

bias given these circumstances. And hence as such, we continue to maintain an underweight stance in the long bond portfolios versus the index 

and intend to take advantage tactically of any opportunities that may arise on the longer end of the curve depending on market conditions. 

Target maturity Index fund

The mandate of the target maturity fund is to invest in line with the index construction. While yields have inched up across the yield curve and 

hence also at the 6 year point of the curve, the carry remains attractive and roll-down presents an opportunity for the same over a 3 year + time-

frame. Further, the fund remains an attractive proposition for investors who intend to hold till maturity (April 2028), despite near term volatility.
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