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In early indicator,
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bond yields drop

7ields in the bond mark-

ets,anearly pointertoin-
terest rate movement, fell
Thursday. The benchmark
10-year bond yield, that clo-
sed at 7.15% Wednesday and
was hovering around that le-
vel in early trade, dropped to
7.05% after the FM’s anno-
uncements on fiscal deficit
and borrowing targets. At
close of session, the yield
was at 7.06%, its sharpest
movement in4months. P17
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Bond St Lights Up On Lower Govt Borrowing
(3-sec prices jump as govt trims
fiscal deficit, sticks to glide path

same level in early trades on
the day of the interim Bud-
get, dropped to the 7.05% le-
vel after the FM's announce-
ments about fiscal deficit
and market borrowings for
FY25. Atthecloseof theday’s
session, the yield on 10-year
gilts wasat 7.06%, official da-
ta showed. The day’s change
in yield was the sharpest in
nearly4months.

In her post-Budget press
conference, FM said that
govtis on track to meet glide
path of below 4.5% fiscal de-
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(and yields go up), and vice versa

lead to a lower supply of glts

ficit target for FY26.
“Thisisananti-inflationa-
ry Budget in an election year
as the fiscal deficit is reduced
from 5.8% t0.5.1% (for FY25),"
said Murthy Nagarajanof Ta-
ta Mutual Fund, “The 10-year
yield has come down to 7.05-
7.08% levels from 7.15% (on
Wednesday). Further drop in
yieldsis expected due toflows
from FPIs and expectation of
India'srating upgrade.”
Some of the bond market

players and fixed income
fund managers expect RBI to
cutratessoon. Alongwithre-
duced fiscal deficit numbers
and lower market borrowing
for the next fiscal, govt has
pegged only a moderate
growth in the non-capex ex-
penditure, said Pankaj Pat-
hakof Quantum AMC. “This
should keep inflation under
check and provide enough
headroom for RBI to cut in-
terestrates,” Pathak said.
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beingsupported by a highrate
of growth of revenue collec-
tion, govtcould nowtightenits
purse a bit and channelise its
investments to the most pro-
ductivesegmentsof theecono-
my: Also, with the states conti-
nuing to run a higher deficit
on an aggregate basis, the re-
duction in central deficit wo-
uld createsomeroom for them
aswell, thefund manager said.
All these could combine to
bring down benchmark yield
tothe 6.9%-6.85% level by end-
FY24, thefund manager said.



