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Disclaimer: The information contained in this report is obtained from reliable sources and is directed at investors. In no circumstances should it be considered as an offer to sell/buy or, a solicitation of any offer 

to, buy or sell the securities or commodities mentioned in this report. No representation is made that the transactions undertaken based on the information contained in this report will be profitable, or that they 
will not result in losses. Mehta Groups and/or its representatives will not be liable for the recipients’ investment decision based on this report. 

Dow Jones have made a new record by hitting 25,000 points for the 1st time on USA hiring data. The private firms 
have added 250,000 jobs in December, well above 190,000 expected. The USA non farm payrolls rose by 148,000 in 
December, well below expectations of 190,000 jobs. The unemployment rate for December held at 4.1%.  

In the last month US senate passed the $ 1.5 Trillion tax bill bringing President Donald Trump closer to scoring his 
first major legislative victory. Also the corporate tax rate was reduced from 35% to 21% effective this year and is 
expected to boost earnings over the long term.   

Saudi Arabia has announced that it will spend 978bn riyals ($261bn) in 2018, its largest-ever budget as it looks to 
diversify its economy away from energy as part of Crown Prince Mohammed Bin Salman's bold reform agenda. This 
expansionary budget comes at a time of economic struggle. The country entered into recession this year, 
contracting 0.5% but the government is still optimistic and has estimated the growth to rebound to 2.7% in 2018. 

Brent Crude oil is inching towards the $70 mark. The supply has been affected due to decision taken by OPEC and 
Russia extending cuts in output till end of 2018. The anti government protests in Iran and shut down of Forties 
North Sea pipeline for repairs are also the reasons for increase in oil prices. 
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The Sensex crossed record high of 34,000 mark and Nifty crossed 10,600 mark for the first time. This was largely due 
to positive expectations of Q3 earnings and strong buying from retail and institutional buyers. The street expects a 
pick up in corporate earnings in December quarter(Q3) due to lower base in Q3 FY16 and high consumer spending on 
account of festive season. However, the key headwinds are rising commodity and crude oil prices which could hurt 
the margins of consumer companies and rising rupee which could affect export oriented sectors.  
 
The government has released advance set of GDP and GVA estimates for FY18. GDP is expected to grow at 6.5% as 
compared to 7.1% last year and GVA is expected to grow at 6.1% against 6.6% in FY17. December manufacturing PMI 
grew fastest in 5 years at 54.7 due to quickest expansion in output and new orders since December 2012 and October 
2016 respectively and strong demand from domestic and international markets. Also december services PMI was 50.9 
as compared to 48.5 in November as service economy showed signs of recovery from implementation of twin shocks 
of demonetisation and GST. Overall, input cost inflation quickened to the sharpest pace since april and hence firms 
raised their average selling price at fastest pace in 10 months. 
 
Recently government got parliament nod to infuse 80,000cr capital in state owned PSU banks this fiscal year through 
issue of government bonds. Major beneficieries may include Bank Of Baroda, SBI, Canara Bank, Indian Bank. The 
outgo will be matched by additional receipts on issue of securities to the banks and will not entail any  cash outgo.  
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The 10 year Indian government bond yield has hardened to 7.44% due to concerns about rising fiscal deficit. The 
fiscal deficit has exceeded the full year target by 112% in the first eight months itself. Fiscal deficit as of November 
2017 is 6.14 lakh crore as compared to the full year target of 5.46 lakh crore mainly due to fall in 40% non tax 
revenues largely due to reduced transfer of profits and surplus from PSU and less dividend from RBI.  
 
The government has decided to borrow 50,000cr over and above the budget estimate of 5.8 lakh crore. This move 
comes against the backdrop of low revenue collections. The GST collections reduced to 80,808cr in November, 
lowest since July, following reduction in rates of over 200 items in November. This might breach the fiscal deficit 
target from 3.2% of GDP to 3.5% of GDP. Looking ahead, all eyes will be on the budget which will be presented on 
1st February. 
 
ICRA said that Rising commodity prices, especially that of crude oil that has hit a three-year peak last week, will 
double current account deficit (CAD) to $39 billion or 1.5 per cent of GDP this fiscal year. 
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