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FORTNIGHTLY UPDATE

• Commercial credit registered a growth of 17.28 per cent for the
fortnight ended 27 March, 2009 as against 22.30 per cent for the
corresponding period last year. In the fortnight ended 13 March, 2009 
credit growth was 18.13 per cent.

• Aggregate deposits in the system for the fortnight ended 27 March 2009 
stands at INR38303.22 bn as against INR37325.01 bn in the last 
fortnight. CASA as a percentage of deposits improved significantly by 82 
basis points from the last fortnight in the system.

• Incremental CD ratio for the current fortnight stands at 64.48 per cent 
YoY improving by 115 bps from the last fortnight. Also, CD ratio
improved slightly by 24 bps for the same period.

• Forex reserves increased by $2.83 bn to $255.16 bn for the week ended 
03 April, 2009 from $252.32 bn for the week ended 27 March, 2009.

• Money Supply registered a growth of 18.60 per cent in the fortnight as   
against 19.70 per cent in the last fortnight and 21.10 per cent in the 
corresponding period last year. In absolute terms money supply in the 
system stands at INR47579.05 bn.

•10 Year Government Bond Yield remained more or less flat at 6.97 per 
cent for the fortnight ending 27 March 2009 as against 7.07 in the last 
fortnight. However, with the drastic fall in CD rates as a result of ample 
liquidity in the system, bond yields came down significantly and currently 
stands at 6.65 per cent.
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BUSINESS GROWTH

During the fortnight ended 27 March 2009, loans sanctioned by scheduled commercial banks including regional rural banks, went 
up by INR794.99 bn as banks tried to increase the credit off-take to meet the year-end disbursal targets. While non-food credit 
increased by INR811.90 bn to INR27238.01 bn, food credit fell by INR16.91 bn to INR462.11 bn. Last year, as on March 28, 
2008, bank credit was up by INR749.97 bn.

•CD ratio improved by 24 bps to 72.32 per cent during the fortnight as against 72.08 in the previous fortnight. Incremental CD 
ratio remained sluggish at 64.43 per cent YoY, however it improved by 115 bps from the last fortnight.

Credit and Credit growth
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BUSINESS GROWTH

• During the fortnight ended 27 March 2009 deposits increased by INR978.21 bn as against a decrease of INR33.63 bn in the 
previous fortnight. On a year-on-year basis, deposits grew by 19.8 per cent to INR38303.21 bn at the end of March 28, 2009, 
compared with a 22.4 per cent rise in 2007-08.

• Also during the fortnight demand deposits went up by INR438.59 bn, while time deposits rose by INR539.61 bn. CASA as a 
percentage of deposits improved significantly by 82 basis points from the last fortnight in the system. CASA currently stands at
13.58 per cent.
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Deposits and Deposit Growth
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BUSINESS GROWTH

•Banks investment in government and other approved securities that qualify for the treatment of SLR fell by INR181.24 bn as a 
result of lower deposit mobilization coupled banks lending more during the fortnight. SLR as a percentage of NDTL during the 
fortnight stands at 30.43 per cent as against 31.72 per cent in the previous fortnight.

•Cash as a percentage of NDTL improved by 82 basis points to 6.75 per cent during the fortnight as against 5.93 per cent in the 
previous fortnight.
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INFLATION

(265 bps)(15 bps)10 bps15 bps% change in bps over previous week

1.321.171.271.42Manufactured Products (%)

(82 bps)(11 bps)(5 bps)0 bps% change in bps over previous week

-5.95-6.06-6.11-6.11Fuel Group (%)

(146 bps)(44 bps)(9 bps)(39 bps)% change in bps over previous week

4.383.943.853.46Primary Articles (%)

(199 bps)(17 bps)4 bps(5 bps)% change in bps over previous week

0.440.270.310.26Inflation (%)

7 th Mar 200914th Mar 200921st Mar 200928th Mar 2009Week Ended (YoY)

Inflation touched the lowest level since annual records on Inflation 
started in 1977-78. On w-o-w basis, Inflation rate for the week 
ended 28 March 2009 was down by 5 basis points to 0.26 per cent.
The Inflation rate for the week ended 31 January 2009 was revised 
downward by 41 basis points to 3.98 percent.
On a y-o-y basis, Food Articles contributed 0.98 percentage points 
to the overall Inflation rate of 0.26 per cent for the week ended 28 
March 2009, followed by Food Products (0.78 percentage points), 
Textiles (0.55 percentage points), respectively. On the other 
hand, Basic Metal and Alloy’s and Metal products contributed -
1.31 percentage points to decline in Inflation, followed by Mineral 
Oils (-1.12 percentage points), Electricity (-0.18 percentage 
points), respectively.
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LIQUIDITY

• Money supply growth rose 18.6 per cent YoY as on 27 March 2009, from 19.7 per cent in the previous fortnight. Money supply 
was INR47579.05 bn in the system as on 27 March 2009, compared with INR46558.31 bn on March 13, and INR40105.28 bn on 
28 March 2008.

• Banks have parked an average of INR77 bn daily since 27 March 2009 highlighting the excess cash in the market at the moment. 
With low credit off-take, banks are parking the funds mostly in the Reserve Bank of India’s reverse repurchase window. Added to 
this redemption of two large government bonds in the last few days has led to the abundant supply of liquidity into the system.
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M oney Supply
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DEBT MARKET

• 10 Year Government Bond Yield remained more or less flat at 6.97 per cent for the fortnight ending 27 Mar 2009 as against 
7.07 in the last fortnight. However, with the drastic fall in CD rates as a result of ample liquidity in the system, bond yields came 
down significantly and currently stands at ~6.65 per cent.

•Bonds also gained after government reports showed industrial production fell the most in more than 14 years and inflation cooled
to the slowest in at least two decades. Output at factories, utilities and mines declined 1.2 per cent in February from a year 
earlier, while the wholesale-price index rose 0.26 per cent in the week to 28 March 2009.

16th April 2009

BFSI Sector

G ove rnme nt Bond Yie ld Curve

4

4.5

5

5.5

6

6.5

7

7.5

8

8.5

3m 6m 1 2 3 4 5 7 8 9 10 15 20 25 30

(%
)

4/11/2009 3/11/2009

G overnment Bond Yie lds

4.5
5

5.5
6

6.5
7

7.5
8

8.5
9

9.5
10

1-Oct-08 8-Nov-08 16-Dec-08 23-Jan-09 2-Mar-09 9-Apr-09

(%
)

GIND5YR Index GIND10YR Index GIND30YR Index



DEBT MARKET
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Certificate of Deposit Rates
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Currency

0.7985.1185.78Dollar Index

2.4397.86100.24USD / JPY

2.601.431.4672GBP / USD

(0.83)1.331.3189EUR / USD

3.561.9352.004Yen (INR-YEN)

1.3172.4273.37Pound (GBP-INR)

(1.87)67.2165.95Euro (EUR-INR)

(1.76)50.6049.79Dollar (USD-INR)

% change27th Mar 0910th Apr 09Currency Rates
In the first half of the fortnight, Indian Rupee appreciated by 0.50 per 
cent against the dollar led by sharp rally in domestic shares coupled 
with strong Asian currencies against the greenback. INR also 
appreciated sharply against Yen on hopes that moderating recession 
would increase the demand for high yielding currencies like INR and 
AUD. During the first half of the fortnight it posted a gain of 2.81 per 
cent against JPY. In the second half of the fortnight, Indian Rupee 
appreciated by 1.11 per cent against the dollar led by sharp rally in 
domestic shares. The benchmark BSE Sensex Index has rallied 38.2
per cent since reaching a four-month low on March 9 and on 15 April 
2009 touched the highest level since October 2008.
India’s current account deficit surged to the highest in 18 years in the 
quarter ended December 2008. The overall BOP witnessed a deficit
of USD17.8 bn in Q3 FY09 compared to record surplus of USD26.7 
bn in the corresponding period a year ago. Added to this, during the 
previous fortnight Import/Export figures were announced. India’s 
exports fell the most in at least 13 years in February 2009. Exports 
declined by 21.7 per cent for the month of February 2009,compared 
with a decline of 15.9 per cent reported in January 2009.On the 
other hand, Imports declined by 23.3 per cent for the month of 
February 2009 against a fall of 18.2 per cent reported for the month 
of January 2009. As a result of import falling more than export India’s 
trade deficit for the month of February 2009 fell to USD4.91 billion 
from USD6.08 billion reported in January 2009. In the absence of any 
major global events, the movement of USD-INR would largely follow 
the local equity market movement. Also, volatility may remain high 
with the forthcoming Q4 results and the onset of elections this week.

BFSI Sector

Forex Reserves vs U SD-INR

150
170
190
210
230
250
270
290
310
330

3-
A

pr
-0

9

20
-M

ar
-0

9

6-
M

ar
-0

9

20
-F

eb
-0

9

6-
Fe

b-
09

23
-J

an
-0

9
9-

Ja
n-

09

26
-D

ec
-0

8

12
-D

ec
-0

8

28
-N

ov
-0

8

14
-N

ov
-0

8

31
-O

ct
-0

8

17
-O

ct
-0

8

3-
O

ct
-0

8

19
-S

ep
-0

8

5-
Se

p-
08

22
-A

ug
-0

8

8-
A

ug
-0

8

Fo
re

x 
R

es
er

ve
s 

($
 b

n)

35
37
39
41
43
45
47
49
51
53
55

U
SD

-I
N

R

Forex Reserve ($bn) USDINR

16th April 2009



Stock Performance

Top 5 Outperformer  in the Banking Space

18.4150.860.15Dhanalakshmi Bank

19.41290.9347.35J & K Bank

21.7834.942.5Central Bank

22.69301.7370.15Kotak Mahindra Bk

30.0519.325.1DCB

% change27th Mar 09 10th April 09Currency Rates

Top 5 Underperformer  in the Banking Space

3.17233.75241.15Bank of India

3.10431.2444.55Axis Bank

2.97441.15454.25PNB

2.42167.05171.1Canara Bank

1.341125.351140.4State Bank of India

% change27th Mar 09 10th April 09Currency Rates
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Key Domestic and Global Events

• The Reserve Bank of India has provided banks a breather by 
revising the method of calculating the current value of restructured 
loans. “The (existing) formula has resulted in higher provisioning 
due to a rise in the rate of interest during the last few years. It has 
been decided to modify the formula for computing diminution in 
the fair value of a restructured loan.

•Bank chiefs in their consultative pre-credit policy meeting with 
the Reserve Bank of India Governor, Dr D. Subbarao conveyed the 
message that the year ahead is going to be tougher than expected
for the banking sector as banks grapple with slowing credit 
growth, rising delinquencies and declining margins.

• US industrial production fell in March for the fifth consecutive 
month, by 1.5 per cent, to the lowest level in a decade amid a 
prolonged recession. For the first quarter as a whole, output 
dropped at an annual rate of 20.0 per cent, the largest quarterly 
decrease of the current contraction.

•Goldman Sachs Group, Inc.  reported 1Q09 earnings of $1.66 
billion or $3.39 a share, up from $1.51 billion, or $3.23 a share a 
year earlier. The results were way ahead of consensus estimates of 
a profit of $1.64 per share. Higher-than-expected profit was 
mainly due to strong trading revenue. Of the first quarter net 
revenues of $9.4 billion, $6.6 billion was the contribution from
the company’s fixed-income, currency and commodities (FICC) 
group.

With the onset of the result season the performance of the banking gamut would largely follow their core performance. Indian banking 
sector as well as global financial system would largely take cues from the results announcements of US banks which are due to be
announced next week. Citigroup is scheduled to report first-quarter results on Friday. Citi's CEO Vikram Pandit was the first one last 
month to say they were profitable in January and February. In March, Pandit said Citigroup had been profitable in the first two months of 
2009 and had had its best quarter-to-date performance since the third quarter of 2007. Indian Banks are expected to unveil a rather 
subdued performance with the exception of few banks. We expect Net Interest Margins of the banks to fall in the fourth quarter on 
account of cut in lending rates without much cut in deposit rates. In addition to this falling incremental CD ratio is likely to add pressure 
on the margins. Also, The rise in government bond yield during the quarter would wipe out some gains in the treasury portfolio which 
banks have garnered in the third quarter.

Key Global eventsKey Domestic Events

Outlook

BFSI Sector
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KEY MACRO EVENTS FOR THE NEXT FORTNIGHT
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DISCLAIMER

FOR PRIVATE CIRCULATION ONLY

Disclaimer
The trading ideas discussed or recommended in this report may not be suitable for all investors. Investors should use this research as one input into 
formulating an investment opinion. Additional inputs should include, but are not limited to, the review of other. This is not an offer (or solicitation 
of an offer) to buy/sell the securities/instruments mentioned or an official confirmation. Microsec Capital Limited is not responsible for any error or 
inaccuracy or for any losses suffered on account of information contained in this report. This report does not purport to be offer for purchase and sale 
of share/ units. We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material 
may: (a) from time to time, have long or short positions in, and buy or sell the securities thereof, of company (ies) mentioned herein or (b) be 
engaged in any other transaction involving such securities and earn brokerage or other compensation discussed herein or act as advisor or lender or 
borrower to such company (ies) or have other potential conflict of interest with respect to any recommendation and related information and 
opinions. The same persons may have acted upon the information contained here. No part of this material may be duplicated in any form and/or 
redistributed without Microsec Capital Limited’ prior written consent.

Microsec Research is  also accessible 
on Bloomberg at

<MCLI>

Analyst - Sumit Jatia

Email – sjatia@microsec.in
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