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Advanced economies continued to grapple with higher inflation and aggressive policy tightening remained a
common theme across economies. The recent inflation prints in the US, UK and Eurozone read as 8.3%, 9.9% and
10.0% respectively. The Federal Open Market Committee (FOMC) in its September meeting raised rates by 75 bps
taking the policy rates to 3.00%-3.25%. The dot plot indicated federal funds rate to increase to 4.4% by December
2022 and 4.6% by December 2023. The FOMC revised the growth projections lower while increasing forecasts of
inflation and unemployment rate. The Fed Chair indicated that rates might remain higher for longer to curb inflation.
The European Central Bank (ECB) also delivered a hawkish rate, raising policy rates by 75 bps, while indicating
further rate hikes to come even if the economy headed towards recession. The Bank of England (BoE) also raised
policy rates by 50 bps to 2.25%. This was their seventh consecutive rate hike. The BoE also announced reduction of
their Government bond holdings by GBP 100 bn over the coming year.

US Treasury yields remained volatile throughout the month with the 10-year benchmark trading in the range of
3.20%-4.00% during the month. The yield curve continues to remain inverted with 2-year vs 10-year currently at 40
bps. Crude prices during the month traded in the range of USD 85/bbl to USD 95/bbl. UK Treasury yields rose sharply
during the month with 10-year yields touching 4.50% before the BoE announced a Quantitative Easing (QE)
program and tax cuts announced earlier were reversed. This also resulted in softening of US Treasury yields from
highs of almost 4.0%.

MACROECONOMIC DEVELOPMENTS

On the domestic front, CPI inflation for August 2022 came in higher than expectations at 7.00% (vs 6.71% in July)
due to higher food inflation. Core CPI remained broadly unchanged at 5.9%. WPI inflation for August 2022 hit a
11-month low of 12.41% (vs 13.93% in July) due to lower fuel and manufactured products inflation.
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IIP data for July 2022 also came in lower than expectation at 2.4% (vs 12.7% in June), with capital goods and
consumer durables showing deceleration.

Trade deficit continued to remain high at USD 27.98 bn, with the cumulative Trade deficit for the April-August
period at USD 124.52 bn.

PMI numbers although still in expansion, are lower than previous month prints.
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GST revenues, however, remain buoyant with September collections at INR 1.48 Lakh Crs and credit off-take remains
upbeat with non-food Bank credit growing at 16.0% in August 2022.

The G-Sec calendar was announced with the gross borrowing for H2 FY2023 at INR 5.92 Lakh Crs (including INR
16,000 Crs of Sovereign Green bonds). No FRBs were announced in the borrowing and weekly auctions would be

to the tune of INR 28,000-30,000 Crs.

The SDL calendar for Q3 FY2023 was announced, with a gross borrowing for the quarter at INR 2.53 Lakh Crs. Gross
T-Bill borrowing for Q3 FY2023 stood at INR 2.86 Lakh Crs with weekly auction sizes of INR 22,000 Crs.

MARKET PERFORMANCE

On a month-on-month basis as on September 30, 2022) Short term rates moved up sharply with money market
rates increasing by 25-50 bps during the month. G-Sec continued to witness spread compression with the 10-year
G-Sec moving up by around 20 bps, while the 2-5 year segment moved up by 35-45 bps
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Past performance may or may not be sustained in the future.

Corporate bonds also moved up by 30-40 bps during the month. OIS levels shot up even higher by 45-60 bps. With
Dollar strengthening witnessed, Rupee has seen depreciation with USD INR trading in the 81-82 band..

Source: MOSPI, Internal, Bloomberg

Disclaimer: The article (including market views expressed herein) is for general information only and does not have regard to specific investment objectives, financial situation and the
particular needs of any specific person who may receive this information. The data/information used/disclosed in the article is only for information purposes and not guaranteeing /
indicating any returns. The article provides general information and comparisons made (if any) are only for illustration purposes. Investments in mutual funds and secondary markets
inherently involve risks and recipient should consult their legal, tax and financial advisors before investing. Recipient of this document should understand that statements made herein
regarding future prospects may not be realized. Recipient should also understand that any reference to the indices/ sectors/ securities/ schemes etc. in the article is only for illustration
purpose and are NOT stock recommendation(s) from the author or L&T Investment Management Limited, the asset management company of L&T Mutual Fund (“the Fund”) or any of
its associates. Any performance information shown refers to the past and should not be seen as an indication of future returns. The value of investments and any income from them can
go down as well as up. The distribution of the article in certain jurisdictions may be restricted or totally prohibited and accordingly, persons who come into possession of the article are

required to inform themselves about, and to observe, any such restrictions.

For distributor’s circulation only.
Mutual Fund investments are subject to market risks, read all scheme related documents carefully. CL09971



