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MPC preview:
Formal change of stance, easing now
in the long grass



The December ‘18 MPC meet noted lower inflation with

weak food, but multiple risks continued to be highlighted | I‘AX'S Sl
Status in the December'18 policy meet
Comments
CG PD RD MDP VA URP Now
Rate Vote to keep the policy rate unchanged v v v v v v v
Stance Vote to keep policy stance unchanged v v X v v v X
Growth Ecopomlc activity sustained/Output-Gap v “ v v v
closing
Revision in Minimum Support Prices 5 v v X
(MSP)
Upward_ ri_sk from Crude Oil price - - - 5 v v
uncertainity
Elevated Core inflation v v v v
Risk to Inflation (Rising input costs pressures 4 v v v X
Fiscal Slippage at Centre and State level v X v v v
Upward pressure from HRA revisions by
: v v X
State Governments :
Elevated HH inflation expectations ? ? X v v v v
Global Factors Trade_war escalation/ volatility in global v v v %
financial markets




Projections of inflation continue to converge to
VA
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Since then, inflation remains lower, but services
inflation is ticking higher
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In fact, core inflation ex petro, diesel and HRA

(7CPC effect) is the highest in years (and rising)
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. and the rising core inflation is restricted to a couple

of services and a very concentrated geography

AXIS BANK
.V

u//(// /////////(

-1.1% -1.

-2.3% -3.6% -3.8%

-20.2% -16.1% -21.1% -22.1% -16.7% -20.0%

-2.6% -6.6% -35% -85% -9.1% -4.6%

-0.1% -04% -25% -28% -12% -22%

3.5%

5.2%

3.0%

5.2%

0.6 31% 44% 34% 31% 54%

53% 51% 6.5%

6.2% 6.8% 7.9%

8.1%

10.0%

6.6% 6.5%

4.0%

3.5%

9.8%

6.6% 73% 88% 75% 92% 11.5%

4.6%

0.4% 4.7%

5.8%

YoY% Dec'18 N
Cereals+ 1.3%
Fruits -1.4%
Vegetables -16.1%
Pulses

Food & beverages -1.5%
Clothing & footwear

Fuel and light 4.5%
HH Goods & Services 6.4%
Health 9.0%
Transport & Communical ~ 4.3%
Education 8.4%
Personal care+ 4.6%
Misc. (mostly Services)  6.5%
CPI - Headline 2.2%

1.8%- 2.2%

6.1% 5.2%

25% 3.1%



Fall in salient food prices had little effect on
inflation expectations, which are still high ...
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Oil and metals are sharply lower from late 2018
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gfl;’ggr production is lower again as targets take \ /\AX!S,BAMN/K
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Moreover, the fall in crude oll prices is moderated
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Forecasters downgrading growth expectations
across, except in US where fiscal stimulus supports
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China: Distrust in official figures have led to the
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INR has depreciated more than EM peers given
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rebound in oil and fiscal slippage concerns... \ /\
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Rise in CAD means less volatile non-FPI flows now
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Fiscal consolidation appears to be on pause ...
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... with doubts around achievability of FY19 and

FY20 numbers on GST and income tax
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... and survey inputs like rising capacity utilisation
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At the same time, upward revision to GDP for
FY17 and FY 18 indicate growth on a firmer footing

Revised Estimates Previous Estimates Change
YoY% Share FY17  FY18 Y17  FY18 Y17  FY18
Sector FY18| | 2ndRE  1stRE| | 1stRE PE. | 2RE-IRE  1RE-PE
Agriculture 14.9% 6.27% 4.98% @ 6.29% 3.37% @ (0.02%) 1.61%
e i
Mining 3.0%| | 9.47%  5.05% | 12.97%  2.94% | (3.50%) = 2.12%
Manufacturing 18.0% 7.94%  5.93% 7.90% 5.74% 0.05% 0.19%
Electricity 22% | 9.96% 8.61% | 9.25% 7.17% | 071%  1.44%
Services 61.9% 8.12%  7.75% 6.67% 7.64% 1.45% 0.11%
Construction 8.0%| | 6.06% 5.60% | 1.35%  574% @ A71% (0.13%)
Tcri?nemt?\tzng:m port, 191%| | 7.66%  7.77% | 7.20%  7.98% 0.46%  (0.21%)
232?;'?@?;55;0 'fi;'vices 219%| 870%  420% 600%  665% | 270%  (045%)
Zﬁ'&cefserz‘viir;'efefeme 29%) | 920% VISO%| | 10.68%  1002% | (148%) 18%%
Real GVA 100.0%| 7.88% 6.94% | 7.09% 6.48% | 0.80%  0.46%
GDP ' 817% 7.07%|| 7.11%  6.68% | 1.06%  0.49%




However, high frequency data show deceleration, ——
partly on GOl expenditure control I\

%Yo Growth | Latest| FY19 FY1o  FYigl Fvis  Fvigl FY18  FYL7
: Latest Q3 Q3 YTD YTD

® GolSpends (Ex Interest) | Dec-18| 6% -10%  22%| 6%  16%| 8% 4%
Port Traffic Dec-18| 4% 1%  5%| 4%  4%| 5% 7%
Rail Freight Dec-18| 3% 6%  4%| 6%  5%| 48% 0.3%

® PMISenices Jan-19 52.2 53.2 50.9 52.2 51.7 50.4 51.5
Exports Dec-18| 0% 6%  14%| 10%  12%| 10% 5%
Exports (EXOil, Gold) i Dec-18| 1% 3%  15%| 8%  14%| 11% 4%
Imports (Ex Qil, Gold) Dec-18 1% 4% 12% 10% 16% 16% 1%
Cement Prodn Dec-18 12% 13% 11% 14% 2% 6% -1%

® Steel Prodn Dec-18| 13% 7%  8%| 5% 6% 6%  10%
Coal Prodn Dec-18| 1% 5%  2%| 8%  1%| 2% 5%

P  Nov-18| 05% -31.6% 59%| 50% 32%| 44% 4.6%

®  PMIManufacturing  Jan19| 539 532 547| 539 524/ 510 525




Consumer confidence is weaker,
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Stronger fixed investment corroborates other
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indicators of a capex recovery... v 2 st g
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... supported by lIP capital goods production data \ /\’5’_‘!5,,'3,5',7'.'(.,‘
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Hints of a softer RBI stance and comfortable
liquidity lead near end rates lower, but supply

keeping far end high
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Liquidity is neutral only because of extraordinarily AXIS BANK
low GOI balances (with WMA) VRS
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Standard Disclaimer:

The report and information contained herein is of confidential nature and meant only for the selected recipient and should not be altered in any way, transmitted to, copied or distributed, in
any manner and form, to any other person or to the media or reproduced in any form, without prior written approval of Axis Bank. The material in this document/report is based on facts,
figures and information that are obtained from publicly available media or other sources believed to be reliable and hence considered true, correct, reliable and accurate but Axis Bank does
not guarantee or represent (expressly or impliedly) that the same are true, correct, reliable and accurate, not misleading or as to its genuineness, fitness for the purpose intended and it
should not be relied upon as such. The opinion expressed (including estimates, facts, figures and forecasts) is given as of the date of this document is subject to change without providing any
prior notice of intimation. Axis Bank shall have the rights to make any kind of changes and alterations to this report/ information as may be required from time to time. However, Axis Bank is
under no compulsion to maintain or keep the data/information updated. This report/document does not mean an offer or solicitation for dealing (purchase or sale) of any financial
instrument or as an official confirmation of any transaction. Axis Bank or any of its affiliates/ group companies shall not be answerable or responsible in any way for any kind of loss or
damage that may arise to any person due to any kind of error in the information contained in this document or otherwise. This document is provided for assistance only and should not be
construed as the sole document to be relied upon for taking any kind of investment decision. The recipient is himself/herself fully responsible for the risks of any use made of this
information. Each recipient of this document should make his/her own research, analysis and investigation as he/she deems fit and reliable to come at an independent evaluation of an
investment in the securities of companies mentioned in this document (including the merits, demerits and risks involved), and should further take opinion of own consultants, advisors to
determine the advantages and risks of such investment. The investment discussed or views expressed herein may not suit the requirements for all investors. Axis Bank and its group
companies, affiliates, directors, and employees may: (a) from time to time, have long or short positions in, and deal (buy and/or sell the securities) thereof, of company (ies) mentioned
herein or (b) be engaged in any other transaction involving such securities and earn commission/brokerage or other compensation or act as advisor or lender/borrower to such company (ies)
or have other potential conflict of interest with respect to any recommendation and related information and opinions. The applicable Statutory Rules and Regulations may not allow the
distribution of this document in certain jurisdictions, and persons who are in possession of this document, should inform themselves about and follow, any such restrictions. This report is not
meant, directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such
distribution, publication, availability or use would not be in conformation to the law, regulation or which would require Axis Bank and affiliates/ group companies to obtain any registration or
licensing requirements within such jurisdiction. Neither Axis Bank nor any of its affiliates, group companies, directors, employees, agents or representatives shall be held responsible, liable
for any kind of consequential damages whether direct, indirect, special or consequential including but not limited to lost revenue, lost profits, notional losses that may arise from or in
connection with the use of the information. Prospective investors and others are cautioned and should be alert that any forward-looking statements are not predictions and may be subject to
change without providing any notice. Past performance should not be considered as a reference to future performance. The disclosures of interest statements if any included in this
document are provided only to enhance the transparency and should not be construed as confirmation of the views expressed in the report. The views expressed in this report reflect the
personal views of the author of the report and do not reflect the views of Axis Bank or any of its associate and group companies about the subject company or companies and its or their
securities.

Disclaimer for Singapore clients:

This document is published by Axis Bank Limited (“Axis Bank”) and is distributed in Singapore by the Singapore branch of Axis Bank. This document does not provide individually tailored
investment advice. The contents in this document have been prepared and are intended for general circulation. The contents in this document do not take into account the specific
investment objectives, financial situation, or particular needs of any particular person. The securities and/or instruments discussed in this document may not be suitable for all investors. Axis
Bank recommends that you independently evaluate particular investments and strategies and encourages you to seek advice from a financial adviser regarding the suitability of such
securities and/or instruments, taking into account your specific investment objectives, financial situation and particular needs, before making a commitment to purchase any securities
and/or instruments. This is because the appropriateness of a particular security, instrument, investment or strategy will depend on your individual circumstances and investment objectives,
financial situation and particular needs. The securities, investments, instruments or strategies discussed in this document may not be suitable for all investors, and certain investors may not
be eligible to purchase or participate in some or all of them.

This document is not an offer to buy or sell or the solicitation of an offer to buy or sell any security and/or instrument or to participate in any particular trading strategy.

Axis Bank, its associates, officers and/or employees may have interests in any products referred to in this document by acting in various roles including as distributor, holder of principal
positions, adviser or lender. Axis Bank, its associates, officers and/or employees may receive fees, brokerage or commissions for acting in those capacities. In addition, Axis Bank, its
associates, officers and/or employees may buy or sell products as principal or agent and may effect transactions which are not consistent with the information set out in this document.

Axis Bank and its affiliates do business that relates to companies and/or instruments covered in this document, including market making and specialized trading, risk arbitrage and other
proprietary trading, fund management, commercial banking, extension of credit, investment services and investment banking. Axis Bank sells to and buys from customers the securities
and/or instruments of companies covered in this document as principal or agent.

Axis Bank makes every effort to use reliable and comprehensive information, but makes no representation that it is accurate or complete. Axis Bank has no obligation to inform you when
opinions or information in this document change. Facts and views presented in this document have not been reviewed by, and may not reflect information known to, professionals in other
Axis Bank business areas, including investment banking personnel. Axis Bank accepts no liability whatsoever for any loss or damage of any kind arising out of the use of the contents in this
document. Axis Bank’s comments are an expression of opinion. While Axis Bank believes the statements to be true, they always depend on the reliability of Axis Bank’s own credible sources.
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