Experts take on money trends for the week
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The bond markets have been in a eu-
phoric mood over the past three
weeks since the commencement of
EBI's open market operations, with
the 10-year yield coming down by 50

bps to 8.40% from 8.90%. The dismal
crowth figures along with falling In-
flation spurred speculation about a
CRR cut in light of tight money mar-
ket liquidity:

Though the CRR cut did not materi-
alise, the enthusiasm in the markets
continuedas RBItook adovish stance
by increasing the probability of arate
cut soon. The bond markets are dis-
counting a lot of positives right now
with the 10-y1 G-secstrading at 8.40%,
which is below the reporate.

We believe that for the rest of the
month the bullish momentum will
continue with the range for the 10-yr
(G-sec yield for the week seen between
8.25% and 8.45%, though the risk of
extra borrowing by the govermment
has increased, given the precarious

fiscal position of the government.
The market will also Keenly watch the
European situation for its implica-
tions on risk aversion and the rupee-
dollarrate.

Overnight CBLO rates should
range between 8.60% and 8.80% giv-
en the tight liquidity and one-year
CD rates are expected to range be-
tween 9.60% and 9.70% and the
three-month CD rates expected to
hover between 9.40% and 9.50% lev-
els. The key take away from the REI
mid quarter review has been the
subtle change in stance from “anti
Inflation” to “progrowth” which in-
creases the probability of arate cut
m case the economic situation takes
a turn for the worse either domesti-
cally or internationally.



