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Global Macro Summary

• Resilient global growth and a re-acceleration in inflation in the US in Q1 has led markets to reprice the number of 
cuts needed this year. World GDP growth was projected at 3.2% for this year by the IMF with the US expected to 
grow at 2.7% (a large 0.6% upward revision from the prior projection). Unemployment rates have remained low 
even as vacancy-to-unemployment ratios have fallen suggesting cooling but still strong labour markets. 

• We believe that inflation will cool off from the strong Q1 pace in the US as residual seasonality effects reverse and 
catch-up for past increases is almost complete in important categories like shelter and car insurance. House prices 
are still growing at 6-7% YoY as supply of homes remain low.

• The sensitivity of the US economy to higher interest rates has fallen as both households and corporates have de-
levered and sitting on fixed-rate mortgages while enjoying higher interest rates on bank deposits and money 
market funds. US Government interest payments have risen meaningfully as the stock of debt gets re-priced at 
current level of rates.

• Growth in Europe has also rebounded this year with Italy, Spain and the periphery leading the charge. Germany 
and France growth has been relatively weaker. Inflation has fallen significantly but sequential services inflation 
remains elevated.

• In China, exports continue to remain robust. Export prices are falling - supporting lower inflation elsewhere. 
However, this remains the case globally and cheaper export prices are not a China-specific phenomenon. Tourism 
volume and spending both well above pre-COVID levels but some down-trading is visible.
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India Macro Summary

• India high frequency data continues to show strong growth momentum. Indian PMIs (both services and 
manufacturing) are running near series high with manufacturing PMI strongest in peer Asian region, auto sales 
turning better, and IIP growth resilient. Bank credit growth, cement output, steel output electricity production all 
suggest a decent growth momentum. However, growth is still K-shaped in nature especially if we look into 
consumption indicators. 

• Market consensus of FY25 growth has moved from 6.2% at the start of the year to our year beginning forecast of 
6.5% now. IMF has revised up India’s growth forecast to 6.8% from 6.5% earlier, which is strong given that its despite 
the strong base of previous year. Global growth forecast for 2024 has also been revised marginally upward to 3.2% 
and US growth has been revised notably up to 2.7% from 2.1% earlier. RBI also remains bullish on Indian growth at 
7% growth which we think is achievable if global backdrop and monsoon remains favourable. IMD has forecasted 
monsoon to be 106% of normal for this year which is welcome news for the economy, both from growth and inflation 
point of view. 

• Inflation data for March declined to 4.85% with core inflation declining to another record low at 3.25%. With the 
sticky core inflation making new lows every month, we expect food inflation to correct and move towards core 
inflation if weather remains favourable. The number gives strength to market’s view of inflation coming down in FY25 
and will open up space for monetary easing, given the upside risks coming from food inflation was cited by RBI as an 
important factor they are watching. 

• INR has continued to remain stable despite depreciating pressure in some Asian currencies and resurgent dollar.
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Fixed Income Market Outlook

• Headline Inflation continues to remain well contained while core inflation came in at 3.3% last month which was the lowest in the current series. We 
expect inflation to remain well-contained in India and closer to RBI estimate of 4.5% for FY 25. Headline inflation is likely to print in the range of 4.70% 
- 4.80% for April 24 while core inflation should print around 3.2% - 3.3%. Markets would like to take further cues from US inflation to steer rates from 
hereon.

• Overall growth indicators continue to remain strong for India. Bank credit continued its growth momentum, printing a strong 16.3% YoY in March 
(Adjusted for HDFC merger). For the fiscal year 2023-24, this amounts to a firming in credit growth to 15.7% from 14.3% YoY in 2022-23. At the same 
time, nominal GDP growth has slowed from 14.2% in 2022-23 to 9.1%, which points toward credit deepening. Credit to nominal GDP ratio, which, at 
1.7, is the highest in 15 years. 

• The presence of La Niña is strengthening as El Niño's grip on weather patterns continues to wane, according to an April update from climate 
researchers at the National Oceanic and Atmospheric Administration(NOAA). There’s also a 60% chance La Niña will develop by June–August and even 
higher by fall time. India is likely to receive “above normal” rainfall this monsoon per IMD. The country as a whole is expected to get 106% of the long 
period average (LPA) rainfall, this is the first time in a decade that the IMD has predicted “above normal” rainfall at the first stage itself, nearly 45 days 
ahead of the beginning of the four-month monsoon season. This augurs well for food prices which are a dominant part of our CPI basket.

• Lower supply of government papers in FY25 amidst large expected FPI inflows on bond inclusion and state budgets for FY25 suggest budgeted state 
fiscal deficit declining marginally to 3.2% of GDP in FY25 from 3.5% of GDP in FY24 which will further support the demand supply dynamics for gilt 
bonds. Crude prices have also turned 

• We expect MPC to cut rates not before H2 FY 25. 

• We believe that investors should continue to add duration to their portfolios and take benefit of any intermittent sell-offs through short-term funds 
(Short-term fund, corporate bond fund, and Banking & PSU fund). Investors who are looking to dial in more aggressive duration in their portfolio are 
recommended to invest in our Aditya Birla Sun Life Long-Duration or Aditya Birla Sun Life Government Securities Fund or Aditya Birla Sun Life CRISIL 
IBX GILT August 2033 Index Fund (10 year GILT Debt Index Fund). Ultra short-term investors should look to invest in money market, ultrashort-term 
funds & low duration funds.
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Global Macro
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2024 World GDP growth projected at 3.2%; US projected at a strong 2.7%

Source: IMF WEO
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US has led the global growth surprise; Labour markets cooling but unemployment still low 

Source: IMF WEO 
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Investors have priced out a recession; Rate cuts yet to begin in earnest in DMs

Source: BofA 
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US Inflation has re-accelerated in Q1; Other DMs see a more muted rise

Source: Goldman Sachs 
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Labour markets in the US remain strong; Income growth robust

Source: Citi, Gavekal Research



11

US Wage growth also re-accelerated in Q1 partially on catch-up effects

Source: Goldman Sachs 
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Catch-up in some important inflation categories is almost done

Source: Goldman Sachs 
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Home prices still growing at 6-7% YoY

Source: JP Morgan 
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Neutral short rate has been repriced higher in the US as the economy stays resilient

Source: Goldman Sachs 



15

Rising interest burden most acute on Government balance sheets

Source: Gavekal Research 
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Euro Area growth has so far surprised to the upside this year with PMIs also strong

Source: Goldman Sachs 



17

Euro area inflation has been falling but services inflation has been relatively sticky

Source: Jefferies, Goldman Sachs 
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Chinese exports have remained robust; lower export prices not unique to China

Source: JP Morgan, UBS 
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Holiday spending continues to grow in China

Source: Goldman Sachs 
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India Macro



21

High frequency indicators show healthy growth momentum

Source: CEIC, ABSLAMC Research
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Indian growth best in Asia

Source: CEIC, ABSLAMC Research

India PMIs have been very strong and leading 

Asian PMIs by a large margin. Infrastructure sector 

indicators are also running at a decent growth 

momentum 
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Consumer confidence improves, inflation expectation decline

Source: CEIC, ABSLAMC Research

RBI surveys post a good picture with rising 

consumer confidence and declining inflation 

indicators. 
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Real indicators for FY24

Source: Ministry of Finance 



25

Real indicators for FY24

Source: Ministry of Finance 
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Real indicators for FY24

Source: Citi, Goldman Sachs 

Source: Ministry of Finance 
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Most indicators point to decent growth momentum

Source: RBI



28

Labour market and MGNREGA 

Source: RBI

Labour market indicators have been improving as per CMIE data. Also MGNREGS work demanded is declining.  
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Automobile sector indicators show some moderation

Source: RBI
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Housing sector remains strong but its K Shaped

Source: UBS
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K-Shaped economic trend

Source: UBS

Variety of 

economic 

indicators suggest 

K shaped recovery 

with affluent 

segment doing 

well. The same can 

be seen from type 

of passenger cars 

sold, smartphones 

sold, rising 

passenger traffic 

and rising hotel 

spending despite 

higher prices. 
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Source: UBS

Declining core inflation is quite positive

With core inflation coming low, we expect food inflation to also fall to the food inflation trajectory as has been the trend in 

the past. Hence, we are quite positive on overall inflation even as believe that core inflation may have bottomed out. 
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Source: UBS

Core inflation at record lows
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Source: UBS

Strong growth in bank credit takes CDR to highs

Credit deposit 

ratio at record 

high levels will 

be a headwind 

to credit 

disbursement 

by banks in 

FY25.  Banks 

have been 

increasing CD 

issuances and 

have also 

somewhat 

reduced pace 

of Gsec 

purchase to 

fund higher 

credit. 
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…pushing up bank deposit rates

Source: CEIC, ABSLAMC Research

Banking deposit rates continue to move up even as loan rates have flatlined. 
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Source: UBS

Improving liquidity brings down overnight rates

Source: CEIC, ABSLAMC Research

Banking system liquidity has improved sharply driven by higher government expenditure reducing government cash balances 

as well as RBI fx purchases. This has brought down overnight rates and has done effective easing in money market rates. Also 

growth in currency in circulation is running low probably owing to higher formalization of the economy. 
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Rupee remains stable 

Source: CEIC, ABSLAMC Research

INR continue to remain one of the most stable EM 

currencies aided by comfortable BoP and RBI 

interventions. 
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Source: UBS

Forex reserves at record highs should keep INR stable

Comfortable Balance of Payment position and persistent 

RBI purchases have taken forex reserve to record high 

levels.  
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New financing in the economy at strong level

Source: CEIC, ABSLAMC Research

Our new financing index which includes besides bank credit, equity raised, FDI, and non-bank source of credit is at record high 

levels in the series reflecting strong pick-up in financing activity in the economy. 
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Tax collections near record highs

Source: CEIC, ABSLAMC Research

Strong tax collection: both direct and indirect taxes on the back of better compliance and greater formalization of the economy 

is a structural positive for Indian economy and Indian bond market. 
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US Vs India Yield

Source: Bloomberg

US yields have become the key driver for Indian yields in the last few months. However Indian yields have 

generally outperformed US yields, especially since the presentation of Union Budget. 
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Correlation of Indian yield with US at decadal high

Source: Bloomberg

Correlation of Indian yield with US yields have gone up substantially as FPI inflows have risen on the back of 

announcement of India in JP Morgan bond indices. 
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Debt flows weakened on rising US yields

Source: Bloomberg

Flows into IGBs had gone up substantially since the addition of JP Morgan Bond EM bond indices, but 

there has been a reversal recently on rising US yields
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FII flows into FAR bonds ahead of index inclusion

Source: ABSLAMC Research
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Source: Bloomberg, ABSLAMC Research

Yields generally decline post the last rate hike

Yields typically falls by about 100bps post the last rate 

hike by RBI. We thus see scope of substantial fall in 

Indian bond yields from the current levels. 
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Real rates near multi year highs

Source: CEIC, Bloomberg, ABSLAMC Research

*: Vs core inflation

Real rates near mutli year highs provide attractive entry opportunity for investors into fixed income assets. 
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Fixed Income Markets
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Sovereign Yield Curve – Levels and Steepness

Central 
Govt.

Sovereign 2Y 3Y 5Y 7Y 10Y 14Y
End CY 2019 5.78 6.36 6.48 6.88 6.55 6.96

End CY 2020 3.87 4.41 5.10 5.73 5.89 6.24

End CY 2021 5.00 5.30 5.87 6.42 6.47 6.91

End CY 2022 6.96 7.14 7.23 7.31 7.33 7.43

End CY 2023 7.08 7.08 7.07 7.09 7.18 7.29

End FY 2024 7.05 7.05 7.04 7.04 7.04 7.11

May 2024 7.09 7.13 7.14 7.15 7.14 7.19

Yields curve has moved higher and flattened as compared to the curve seen at end FY 2024 on back of stronger than expected 
inflation, employment and retail sales leading to rate cuts being priced out in EM. These levels  continue to remain attractive given 
the pricing out of rate cuts and favorable demand / supply dynamics in India.

State Govt.

Latest data for the curves is as of 8th May 2024, ABSLAMC Research
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OIS Curve Movement
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Latest data for the curves is as of 8th May 2024, ABSLAMC Research
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AAA Corporate / PSU Curve

HDFC Ltd.

Corporate Bond yield curve is lower v/s Dec 23 levels
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Fixed Income Funds Snapshot 

Fund Name
Modified 

Duration (Years)
YTM (%)

Current Asset Class Distribution 
(As on 30th April 2024)

Aditya Birla Sun Life Liquid Fund 0.13 7.38 Sovereign and A1+ rated

Aditya Birla Sun Life Money Manager Fund 0.75 7.73 Sovereign and A1+ rated

Aditya Birla Sun Life Savings Fund 0.46 7.88 >90% in Sovereign, AAA and A1+

Aditya Birla Sun Life Low Duration Fund 0.95 7.86 >90% in Sovereign, AAA and A1+

Aditya Birla Sun Life Floating Rate Fund 1.15 7.79 100% Sovereign, AAA and A1+

Aditya Birla Sun Life Short Term Fund 2.84 7.89 >90% in Sovereign, AAA, AA+ and A1+

Aditya Birla Sun Life Corporate Bond Fund 3.78 7.75 >95% in Sovereign, AAA and A1+

Aditya Birla Sun Life Banking & PSU Debt Fund 3.46 7.67 >95% in Sovereign, AAA and A1+

Aditya Birla Sun Life Government Securities Fund 8.84 7.39 100% Sovereign

Aditya Birla Sun Life Income Fund 6.61 7.51 100% Sovereign and AAA

Aditya Birla Sun Life Long Duration Fund 8.43 7.42 100% Sovereign 

Aditya Birla Sun Life Dynamic Bond Fund 6.99 7.50 Pre-dominantly AAA, AA+

Aditya Birla Sun Life Credit Risk Fund 2.36 8.37 Credit Risk Fund
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Fixed Income Funds Snapshot 

Fund Name
YTM (%) 

(As on 30th Apr 24)
Current Asset Class Distribution 

(As on 30th Apr 24)

Aditya Birla Sun Life CRISIL SDL Plus AAA PSU Apr 2025 60:40 Index Fund 7.45 AAA and Sovereign

Aditya Birla Sun Life Nifty SDL Sep 2025 Index Fund 7.44 Sovereign (G-sec + SDL) 

Aditya Birla Sun Life CRISIL IBX GILT April 2026 Index Fund 7.26 Sovereign (G-sec)

Aditya Birla Sun Life CRISIL IBX 60:40 SDL Plus AAA PSU April 2026 Index Fund 7.55 Sovereign (G-Sec + SDL) and AAA PSU

Aditya Birla Sun Life Nifty SDL Plus PSU Bond Sep 2026 60:40 Index Fund
7.60 Sovereign (G-Sec + SDL) and AAA PSU

Aditya Birla Sun Life CRISIL SDL Plus AAA PSU Apr 2027 60:40 Index Fund 7.57 Sovereign (G-Sec + SDL) and AAA PSU 

Aditya Birla Sun Life NIFTY SDL Apr 2027 Index Fund 7.51 Sovereign (G-sec + SDL) 

Aditya Birla Sun Life NIFTY SDL Sep 2027 Index Fund 7.46 Sovereign (G-sec + SDL) 

Aditya Birla Sun Life CRISIL IBX GILT Apr 2028 Index Fund 7.31 Sovereign (G-Sec)

Aditya Birla Sun Life CRISIL IBX 50:50 GILT Plus SDL April 2028 Index Fund 7.45 Sovereign (G-Sec + SDL) and AAA PSU

Aditya Birla Sun Life CRISIL IBX GILT April 2029 Index Fund 7.32 Sovereign (G-sec)

Aditya Birla Sun Life CRISIL IBX SDL June 2032 Index Fund 7.55 Sovereign (G-sec)

Aditya Birla Sun Life CRISIL IBX GILT April 2033 Index Fund 7.30 Sovereign (G-sec)
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Fixed Income Funds Recommended Allocation 

Investment Horizon Fund Proposition

1 - 3 Months Aditya Birla Sun Life Savings Fund and Aditya Birla Sun Life Money Manager Fund

3 Months + Aditya Birla Sun Life Low Duration Fund and Aditya Birla Sun Life Floating Rate Fund

6 Months+ Aditya Birla Sun Life Banking & PSU Debt Fund, Aditya Birla Sun Life Corporate Bond 
Fund 

or Aditya Birla Sun Life Short Term Fund 

Tactical Allocation (1 Yr+) 
Open Ended Fund

Aditya Birla Sun Life Government Securities Fund or Aditya Birla Sun Life Long Duration 
Fund

Tactical Allocation (1 Yr+) 
Target Maturity Fund

Aditya Birla Sun Life CRISIL IBX GILT April 2033 Index Fund
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Thank You
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