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Global Bond Markets Perform Weak

Improvement in risk appetite weighs

US 10-year treasury yield moves up 

3 bps to 3.61%

Yield on 10-year European govt 

bond falls 10 bps to 3.10%

Japan’s 10-year govt bond yield 

declines 2 bps to 1.31%
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Indian Bond Prices Decline

Highlights

Yields move up across the curve

On uncertainty about  govt  borrowing needs

A view that strengthening economy and 

concerns over rising inflation could result in RBI 

raising interest rates in the coming months also 

dampened sentiments

Liquidity remains comfortable

Call rates remain range bound in 

3.10 – 3.40%

Govt’s gross borrowing for FY11 

marginally higher at Rs 4,57,143 crores

Spread

On 10-year G-sec and 10-year AAA 

bond shortens by 7 at 89 bps
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G-Sec Yields Rise

10-year G-sec yield

Rises 27 bps to 7.86%

Yield on 5-year G-sec

Moves up 44 bps to 7.59%

Short term 1-year G-sec yield

Climbs 76 bps to 5.34%

Spread

On 1 & 10-year G-sec shortens by 

44 bps to 255 bps
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Corporate Bond Yields Follow Suit

10-year AAA yield

Moves up 21 bps to 8.90%

5-year AAA yield

Climbs 26 bps to 8.61%

Short term 1-year AAA yield

Rises 65 bps to 6.88%

Spread

On 1 and 10-year AAA bond 

shortens by 45 bps to 203 bps
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Outlook

Budget restricted gross borrowing and net borrowing on lower side of market expectations 

Actual supply which would hit debt markets is expected to be substantially higher than FY10 

as RBI is not expected to conduct Guilt purchases through OMOs

Inflation continues to be a concern and banking system liquidity will fall due to CRR hike 

effect and advance tax outflows during March

10-year benchmark G-sec yield may trade in a range of 7.75% to 8.25% during the month

Short term CD/CP rates may also remain volatile with upward bias



Thank You!
Disclaimer: This document including market update has been prepared by L&T Investment Management Limited (LTIML) for information purposes only and should not be construed as 

an offer or solicitation of an offer for purchase of any securities/ instruments or any of the Schemes of L&T Mutual Fund. Market views expressed herein are for general information only 

and do not have regards to specific investment objectives, financial situation and the particular needs of any specific person who may have receive this information. These views alone 

are not sufficient and should not be used for the development or implementation of an investment strategy. It should not be construed as investment advice to any party. All opinions 

and estimates included here constitute our view as of this date and are subject to change without notice. Neither L&T Investment Management Ltd, nor any person connected with it, 

accepts any liability arising from the use of this information. The recipient of this material should rely on their investigations and take their own professional advice. Recipient of this 

document should understand that statements made herein regarding future prospects may not be realized. He/ She should also understand that any reference to the securities/ 

instruments/ sectors in this document is only for illustration purpose. The views expressed are of LTIML, neither this document nor the units of L&T Mutual Fund have been registered in 

any jurisdiction. The distribution of this document in certain jurisdictions may be restricted or totally prohibited and accordingly, persons who come into possession of this document are 

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

Statutory Details: L&T Mutual Fund has been established as a trust under the Indian Trust Act, 1882 by L&T Finance Limited (liability restricted to the seed corpus of Rs. 1 lakh) with L&T 

Mutual Fund Trustee Limited as the Trustee Company and L&T Investment Management Limited as the Investment Manager. 

Risk Factors: Mutual funds and securities investments are subject to market risks and the NAV of the Schemes of the Fund may go up or down depending upon the factors and forces 

affecting the securities market. Investment in Mutual Fund Units involves investment risks such as trading volumes, settlement risk, liquidity risk, default risk including the possible loss of

principal. Past performance of the Sponsor/AMC/Mutual Fund does not guarantee future performance of the Schemes. The Sponsor is not responsible or liable for any loss resulting 

from the operation of the Schemes beyond the initial contribution of Rs. 1 lakh made by it towards setting up the Fund. The names of the Schemes/Plans do not in any manner indicate 

either the quality or their future prospects and returns. There can be no assurance that the objectives of the Schemes/ Mutual Fund will be achieved. Please read the Scheme 

Information Document and Statement of Additional Information carefully before investing.
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