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Macro: Market observers will look ahead to Industrial production as this week’s key data release.
The post COVID period has seen Industrial Production YoY averaging 4.0% expansion month on
month. With US tariffs coming into effect at the end of August, this week’s data release could give a
sense of the impact they are having. Consensus forecasts are for September Industrial Production
to moderate to +2.3%, from 4.00% in August. In May the I/P data started to show the impact of the
initial tariff announcements in April, with strong declines thereafter and taking some time to bounce
back.

Other key data out this week is the latest on FX reserves. The Rupee has suffered under the weight
of tariffs and headlines, down almost 3% over the last six months yet has staged somewhat of a
comeback over the last month. FXreserves will provide insight as to whether this is sentiment led or
whether itis simply being supported by RBI intervention.

We get the end September Fiscal Deficit YTD to give a snapshot of the government’s performance
versus target to ascertain what capacity they have for the remainder of the year.

Fig 1: India Industrial Production YoY
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Valuations: The NIFTY 50 P/E at 22.89x remains consistent with valuations over the last 3-Years. The
forecast for the remainder of the year is for a very modest increase before a modest fallin 2026. The
issue is the rupee, which given the rhetoric from the US on trade and Russian oil, has borne the brunt
of the pain, reaching all time lows last week of 88.79 two weeks ago. In whatappears to be athawing
of relations amidst ongoing talks, it has reversed that significantly down to 87.85. The 10-Yr bond
yield has traded around a 6.50-6.60% range since August and likely to hold that range for the week
ahead given global leads and the issuance profile.

Fig 2: NIFTY 50 Price to Earnings
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Sentiment: The equity market performance as indicator for sentiment, remains with a weakening
bias and when compared to the positive returns of regional peers over the last month, has
underperformed. Part of this however is that the NIFTY 50 has inched up to record highs and is
reaching into being overbought. A resolution of the apparent impasse with the US could improve
sentiment with headlines out of India suggesting that India will not accept limits on its trading
choices or rush to sign agreements, Trade Minister Piyush Goyal said on Friday, even as a senior
government official said a bilateral trade deal with Washington was "very near". The limits on trading
choices likely refers to the purchase of Russian oil, though refiners are stating publicly they are
reducing their reliance on Russia.
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Technicals:

The move in the Rupee last week sees USDINR back below the 50-day EMA for the first time since
July. At 87.85, the 100-day EMA below is at 87.42. The NIFTY 50 14-day Relative Strength Index has
entered into Overbought territory in recent days as new highs were putin place.

Fig 3: USDINR vs 20, 50, 100 and 200-day EMA
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Fig4: NIFTY 50 14-day Relative Strength Index

The issuance schedule for government bonds is light this week, dominated by bills. The key
issuance details are for the 29th:

India to Sell 60 Billion Rupees 182-Day Bills
India to Sell 60 Billion Rupees 364-Day Bills
India to Sell 70 Billion Rupees 91-Day Bills
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Unauthorized disclosure, publication, redistribution or further dissemination of this information may result in criminal
prosecution or other severe penalties. Any such authorization requires the prior written consent of Market News
International. Redistribution of this information, even at the instruction of your employer, may result in personal
liability or criminal action unless such redistribution is expressly authorized in writing by Market News International.
Violators will be prosecuted. This information has been obtained or derived from sources believed to be reliable, but
we make no representation or warranty as to its accuracy or completeness. This is not an offer or solicitation of an offer
to buy/sell. Copyright © 2024 Market News International, Inc. All rights reserved.
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