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Analyst says softening of inflation has buoyed bond market sentiment as traders are now factoring in at least one more rate cut in April
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will effectively wipe out four
years of slow — and painful -
output gains. So, effectively,
back to the Ali Al-Naimi era.
Maybe, after all, the old Al-
Naimi knew better?

With the latest CPI
print, any doubts with
respecttoRBI's
revised forecasts
should be putto rest
for now

SUYASH CHOUDHARY,
IDFC AMC

Sustained low headline
numbers have more than
offset the fiscal worries.
You could expect a bond
market rally to continue
and sustain amid increasing
trading activities

SANDEEP BAGLA, Trust Capital

If inflation continues to
surprise on the lower side, the
market may start factoringina
50-bps rate cut instead of a

the debt market too.” Earlier; in the
interim budget, the government
pegged this financial vear’s deficit
at 3.4% of GDE compared with its
previous projection of 3.3%.
Owvernight Interest Swap, a deriva-
tive gauge where investors ex
change fixed rates for floating, has
also dipped amid rising expectation
of sharper interest rate cuts. The
one-year maturity contract fell 12
basis points to 6.22% Wednesday.

10 basis points less than the RBI's
target inflation,” the person said.
The benchmark bond yield is now
likely to trade in the range of 7.15
7.35% compared with 7.20-7.40% ex-
pected last week, dealers said.
“With the latest CPI print, any
doubts with respect to RBI's revised
forecasts should be put to rest for
now,” said Suyash Choudhary head
fixed income, IDFC AMC. This
opens up space for one or even two

Mumbai: Bond traders put their
fiscal worries behind and piled into
government securities, with con-
sumer inflation coming in at just
about half the central bank's target.
With the Monetary Policy Commit-
tee signalling it is concerned about
the headline consumer price num-
bers rather than the core inflation,
the possibility of bigger rate cuts is
now being speculated upon.

“If inflation continues to surprise

quarter percentage point that
markets have been factoringin
post the February RBI policy

ASHISHVAIDYA, DBS Bank

Quarts & Ounces
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Season may be Cut
Short on Drought

Jayashree.Bhosale@timesgroup.com

Pune: Sugar production season of Ma-
harashtra, the second-largest producer
of the sweetener in the country, will be
cut short by a month as sugar mills from
drought hit areas are already closing
operations as drought has affected plant
growth,

“With crushing operations of three su-
gar mills already coming to an end, most
of the sugar mills from Solapur district,
which has the highest number of sugar
mills in the state, will be closed by end of
February” said an official of Maharash-
tra Sugar Commissionerate,

In 2017-18, of the 187 mills that were in
operation, 7 mills had stopped machines
by February end. By end of March, 80 of
the 187 millswereclosed, and by April, 172
of the 187 mills had closed crushing ope-
rations. The season came to an end on
May 26. “Crushing operations of more
than 90% of the sugar mills were over by
April end in the previous year. This vear,
more than 75% of the mills will stop wor-
king by Marchend,” said the official. Ma-
harashitra has been reeling under one of
the most severe droughts seen recently
and reducing per acre production of su-
garcane, which in turn slashed availabi-
lity of caneforcrushing.

Losses for farmers are two-fold as the
cane pavments have been delayed or paid
only partially. On the other hand, they al-
s0 have to bear losses due to fall in pro-
ductivity “Farmers are desperate that
theircane will wilt in the fieldsif they in-
siston getting full or timely payment. All
that they expect now is thatmills buy the-

first project will be
a 20-acre afford-
able housing project
together with a school, Gautam
Singhania, CMD, Raymond, tells
ET Now.

What are your plans for ventur-
ing into real estate?

The market is fully aware that we
have got a lot of land in Thane
where the original factory was.
We need to monetise this land
and that is why the factory was
originally moved. It has taken us
a little while to get all the permis-
sions for the land to get cleaned
up. Histarically, in India, all land
has got some issues, Having done
that, we have always stated as
policy that we want to monetise
the land and that will only en-
hance shareholder value. The
first project on 20 acres, will be

PEAK ARRIVAL While chana fell 7%, mustard & wheat prices were down 2% & 10%, respectively

Chana, Wheat, Turmeric Prices

Madhvi.Sally@timesgroup.com

we can do there,

Where are you going to position

your real estate offering?
We have volume to move. We
want to do affordable housing

which is for the masses. We have

got a good product and if you do
it correctly, | have to move vol-

ume. Number two, | have got two

or three advantages -- We have
designed a product for the mass-
es. | am not making four and five
and six BHK flats. Also, we have
got the best location. Number
three, we are giving a very good
club house, a five-acre garden

in the middle, very goad facili-
ties which go with the Raymond
brand. Number four, we have
got a school, sharing a common
boundary wall. You will have

swivel gate between the housing

complex and the school.

ingin April?

Yes, central bank easing rates
does seem to be something that
isquite likely and given the gov-
ernor's speech and after that the
data points. But let us not forget
that even in the press conference
that the governor did, most of the
questions were: “is the governor
not getting too far ahead in terms
of being ahead of the curve?”.

Is it enough to just read into the
headline inflation? Is not food
inflation the principal reason for
the inflation headline inflation
being down?

Mow, crude will also slip at its
current lower level into the base
some months out and after that
this year-on-year benefit we
have been having on energy will
g0 away.

That, plus any potential spike in
food inflation, puts us at risk of

rapidly. It will look very awkward
for the central bank to do two
cuts and then pull back.

But having seen how aggres-
sively the current leadership in
the central bank has been accom-
modative, one would not rule
that possibility out, but the risks
are definitely there.

States have been announcing
loan waivers; the Centre has its
own social schemes, plus the REI
is being accommodative. Will we
be witnessing inflationary risks?
Normally, one could argue that
if a good amount of capacity ad-
dition is also happening then we
could accommaodate the growth
but if a growth spurt comes
about and government capex
tails off and if private capex has
not picked up, then we could end
up seeing a little bit of inflation
this calendar year itself.

play the credit

opportunity in

India, Rashesh
Shah, CEQ, Edelweiss Group, tells
ET Now at the sidelines of the
Edelweiss India Conference 2019.

The last couple of months have
been very active for your com-
pany and the sector. Are you
finding queries about your
sector on the wealth and credit
side?

Obviously, NBFCs have gone
through alittle bit of upheaval
but that we have seen every
three-four years. | call it the India
spap opera that goes on in every
part of India but every upheaval,
every crisis is an opportunity.
The credit markets will come
through in a much stronger way
and we are seeing a whole new
set of global investors who are

kets. They are invested in private
equity.

MNow they are saying, can we also
play private credit? So, we an-
nounced Allianz which is a large
1.3-trillion-dollar balance sheet,
global German insurance com-
pany. They have invested $200
million in stressed assets funds.
We are seeing large insurance
companies and pension funds
who already are familiar with
India and who have been invest-
INg in equity markets, now look-
Ing at credit markets also.

The upheaval of the last quarter
in NBFCs and the entire credit
market is going to catapult the
growth of credit markets in India
in another dimension. We have
seen that in equity markets over
the last 20 years. Next 10 vears
are going to be for the credit
markets in India.
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Tumble on New Cro_ Arrivals

New Delhi: Prices of chana,
wheat, turmeric, coriander and
mustard have started coming
down with the arrival of new
crop inthe market, according to
traders and analysts.

Since the start of 2019, the
price of chana has dropped by
almost 7% while that of mus-
tard hascorrected by nearly 2%
Wheat prices have also come
down, correcting by almost
10%, they said.

and peakarrivalswillbeginina
fortnight across these states.
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gaida Deih1—bﬂsed trader.
Prerana Desai, head of re-
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The crop quality is

good and we expect
productiontoo be similar
to previous year
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It Looks like the Rate Lowering Cycle is Unlikely to End with Current Cut

The monsoons, elections and revenue collections will be key indicators to watch out for; lower US yields, weaker dollar to help Indian markets

cut rates as headline CPI had growth is lil-::el:,.r to slow by 10 ba- marketsinthe coming months.

come down all the way to 2.2% in DOVISH _STANEE . sispointsto7.4% againstaglobal The benign inflation outlook of

the latestreadings. ThE nﬂtmeable Change N backdrop. the MPC is after taking into con-

With aflexible inflationtarget of " Thestance and language sound- sideration the fiscal projections

4%, a 180 basis points of under- the FEderal Reserve's ed dovish and, in our view, the bythe Centreaswellasthesticki-

shoot convineed the MPC that a R rate cut cvele is unlikely to end nessof core CPL
GOPIKRISHNA SHENQY  monetary easing was necessary Ianguage In January here. We have been reading more  The borrowing programme will

and, in their own words, the MPC
panel believes the output gap has
opened up once again after being
called as "almost closed” in the
previous meeting,

Target inflation too was revised
down to 3.2% from 3.4% for the
first half and 3.9% for the third
quarterof calendar vear 2019, The
decision for a cut may also be aid-
ed by the slowdown likely.

The Reserve Bank emphasised

on growth slowing in the devel-
oped markets and its impact on
emerging market for some time
OWw,

The noticeable change in the
Federal Reserve's language in
January gives us hope that 2019

year of muchlessrate
hlkESInthE US could very well be a year of much
less rate hikes in the US. A natu-

the need to support growth as a ralreactiontothis would be lower
mandate and on these lines has US bond vields and weaker dollar
mentioned that the projected andthiscould helpIndian capital

start reflecting on bond markets
in thefirst week of April.

Net borrowing is higher by 12%
for the fiscal.

While it is comforting to watch
the projected headline inflation
number of 3.9% at its highest for
the current calendar, we will be
watchful of monsoon as it un-
folds, the general election results
and the revenue collections as it
COMes.

givesushopethat 2019

Cl0, SBI Life Insurance Co
could very wellbea

The Monetary Policy Committee
met from February 5 to February
7 and announced its final deci-
sion. What was surprising was
the announcement as MPC decid-
ed on the basisof a4-2majority to
cut Reporate by 25 bps.

The MPC had enough reasons to




