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MARKET INSIGHT

An Overview & Outlook on Fixed Income Market

September 2023
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Global Trends
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Global economic activity continues to moderate

Source: Bloomberg
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Global trade and output volumesJPMorgan Global Manufacturing PMI

Source: Macrobond, CPB
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Commodity & Food Index

136 on

7/Jun/2022
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Bloomberg Commodity Index (USD)

98 on 
31/May/23

124 on 
31/Mar/22

106 on 
31/Aug/23
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40.59 on 
31/May/21

33.95 on 
31/Mar/22

-11.83 on 
31/Jul/23

FAO Food %YoY

 Extreme weather conditions this year have had an adverse impact on food prices – July was the hottest on record globally

 The economic impact of sustained move in food prices may vary & will depend on import intensity and the importance of food in the 
consumption basket

Source: Bloomberg, Data as of Aug 2023
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Crude prices rose on account of OPEC+ production cuts 

 Production cuts by OPEC+ & concerns of restocking of the US strategic petroleum reserve is keeping oil 

prices high

Source: Bloomberg
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Inflation is moderating
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Headline CPI

US UK Japan ECB Canada China

 Inflation continues to moderate from its peak levels across major economies. Journey towards their target levels

will be more critical now for decisive central bank action

Source: Bloomberg, Data as of July 2023
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10Y Sovereign Yield Movement in Key Economies

 Bond yields hardened driven by the US treasuries as market participants remained concerned on still sticky inflation

& concerns of long pause by central banks

Source: Bloomberg     Data as of last trading day of respective months
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India Trends



9

India: GDP Growth Update

Source: Bank of America

 Central government’s capex push continued

 Domestic demand will have to broaden to rural consumption and private investment for growth momentum to

sustain

Sector-wise Real GVA Growth Real GDP Growth & Components
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Domestic Inflation Rates
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 Headline inflation trajectory is likely to be dominated by food price dynamics

 Headline inflation is expected to gradually ease from peak level in July, but remain elevated in Q2FY24 and Q3FY24

before moderating in Q4FY24

Source: Bloomberg, RBI
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System Liquidity

Source: Bloomberg, Data as of Sep 4, 2023
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Progress of Monsoon – Low & Uneven

Source: ICICI Bank Research

Area sown under Kharif crops

Crops (mn ha) Sep-22 Sep-23 %YoY

Rice 38.4 39.8 3.7

Pulses 13 11.9 -8.5

Coarse Cereals 17.9 18.1 1.1

Oilseeds 19.2 19.0 -0.9

Sugarcane 5.6 6.0 7.7

Jute & Mesta 0.7 0.7 -5.7

Cotton 12.6 12.3 -2.1

Total 107.3 107.8 0.4
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Fiscal Trend

Monthly fiscal details of the central government, March fiscal year ends (INR Bn)

Source: Kotak Bank Research

Particulars

Change 

(%)

Change 

(%)
FYTD (Apr-Jul)

Change

(%)

Jul-23 Jul-22 Y-o-Y Jun-23 M-o-M 2024 2023 2024/2023

Corporation Tax 376 357 6 820 -54 1,761 1,965 -10

Income Tax 679 717 -5 661 3 2,645 2,524 5

Direct Tax 1,055 1,074 -2 1,481 -29 4,406 4,488 -2

Union Excise Duties 244 239 2 260 -6 762 851 -11

Central GST 672 554 21 648 4 2,736 2,347 17

Indirect Taxes 1,165 1,114 5 1,265 -8 4,524 4,198 8

Gross Tax 2,223 2,190 2 2,749 -19 8,942 8,695 3

Non- Tax Revenue 238 274 -13 203 17 1,788 896 100

Total Receipts 1,758 1,899 -7 1,836 -4 7,751 7,859 -1

Expenditure

Revenue 2,914 1,452 101 3,140 -7 10,636 9,181 16

Interest Paymenst 562 553 2 1,330 -58 2,999 2,839 6

Subsidies 540 417 29 317 70 1,410 1,097 29

Capital 386 336 15 1,107 -65 3,171 2,087 52

Fiscal Deficit 1,542 -110 -1,497 2,411 -36 6,056 3,408 78
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Trade deficit remains high

Source: Kotak Bank Research

Change %

Jul-23 Jun-23 Jul-22 Y-o-Y M-o-M

Exports 32.3 34.3 38.3 (15.9) (6.1)

Imports 52.9 53.1 63.8 (17.0) (0.4)

Trade Balance (20.7) (18.8) (25.4)

Oil Exports 4.6 6.8 8.2 (43.8) 32.3 

Oil Imports 11.8 12.5 18.6 (36.7) (6.3)

Oil Trade Balance (7.2) (5.8) (10.4)

Non-oil Exports 27.7 27.5 30.2 (8.3) 0.4 

Non oil Imports 33.4 33.9 38.5 (13.2) (1.5)

Non-oil Trade Balance (13.5) (13.0) (15.1)

Non-oil non-gems & 

jewelry trade balance
(10.30) (8.00) (11.7)
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India Sovereign Curve

Source: Bloomberg
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Yields hardened across the curve as rate cut expectations got pushed back

Source: Bloomberg, Data as on last business day of the respective months
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Outlook

Given the current macro back drop and reasonable valuations, portfolios with moderate duration seem more

appropriate as they provide reasonable accrual with an opportunity to participate in the easing cycle

Investors with more than 12 months investment horizon may consider allocation towards moderate duration

(one-to-four year) categories

With the steepness opening up on the money market curve, investors with 6-12 months horizon may consider

an allocation to low duration/ money market strategies

Given a still resilient growth & upside risks to inflation, we expect RBI to err on the side of caution. Expect a

longer policy pause till they foresee inflation well under control

External stability will also remain concern for RBI given a still restrictive global rate cycle

Barring an economic shock, the policy easing cycle is likely to be shallower in India compared to advanced

economies given that policy rates in India are closer to neutral
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REGISTERED OFFICE: UTI Tower, ‘GN’ Block, Bandra Kurla Complex, Bandra E, Mumbai – 400051. Phone: 022 – 66786666. UTI Asset Management Company Ltd
(Investment Manager for UTI Mutual Fund) Email: invest@uti.co.in. (CIN-L65991MH2002PLC137867). For more information, please contact the nearest UTI
Financial Centre or your AMFI/NISM certified Mutual Fund Distributor (MFD) for a copy of the Statement of Additional Information, Scheme Information
Document, and Key Information Memorandum cum Application Form.

The information on this document is provided for information purposes only. It does not constitute an offer, recommendation, or solicitation to any person to
enter any transaction or adopt any hedging, trading, or investment strategy, nor does it constitute any prediction of likely future movements in rates or
prices or any representation that any such future movements will not exceed those shown in any illustration. Users of this document should seek advice
regarding the appropriateness of investing in any securities, financial instruments, or investment strategies referred to in this document and should
understand that statements regarding future prospects may not be realized. The recipient of this material is solely responsible for any action taken based on
this material. Opinions, projections, and estimates are subject to change without notice.

UTI AMC Ltd is not an investment adviser and is not purporting to provide you with investment, legal, or tax advice. UTI AMC Ltd or UTI Mutual Fund (acting
through UTI Trustee Company Pvt. Ltd) accepts no liability and will not be liable for any loss or damage arising directly or indirectly (including special,
incidental, or consequential loss or damage) from your use of this document, howsoever arising, and including any loss, damage or expense arising from,
but not limited to, any defect, error, imperfection, fault, mistake or inaccuracy with this document, its contents or associated services, or due to any
unavailability of the document or any part thereof or any contents or associated services.

The information presented here is not an offer for sale within the United States of any security of UTI Asset Management Company Limited (the "Company").
Securities of the Company, including, but not limited to, its shares, may not be offered or sold in the United States absent registration under U.S. securities
laws or unless exempt from registration under such laws.

Mutual Fund Investments are subject to market risks, read all scheme related documents carefully.

Disclaimer
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Mutual Fund Investments are subject to market risks, read all scheme related documents carefully.

Thank You


