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Macro developments

* India’s fiscal deficit has reached Rs 6.5tn or 103.9% of BE by Oct18. On a BOB Economics Research
12M trailing basis, total expenditure growth dipped to 8.7% in Oct18 vs +9122 6698 57?:3
10.5% in Oct’17, led by a steep fall in capex (-14.2% vs 38.1% in Oct7). chief.economist(@bankofbaroda.com

Revenue receipts were also down (6.3% vs 8% last year), mainly on account

of lower tax revenue growth (5.4% in Oct’18 vs 15.3% last year).

* India’s infrastructure index rose to a 3-month high of 4.8% in Oct’18 from

4.3% in Sep’18. This was led by improvement in cement, coal and electricity

industry which rose by 18.4 %( vs 11.8%),10.6% (vs 6.4) and 11.4% (vs
8.2%) respectively in Oct’18. However, a sharp decline in crude oil (-5%)
and fertilizer industry (-11.5%) remains worrisome. Going forward, we

expect industrial production to improve in Oct18.

= China’s official manufacturing PMI index slipped to 50 in Nov'18 from 50.2
in Oct18. The drop was led by declining new orders (50.4 vs 50.8 in
Oct18), especially continued contraction in new export orders since Jun’18.
Output price index, an indicator of profitability, contracted for the first time
in 8 months in Nov'18 to 46.4 vs 52 in Oct’18, suggesting deepening

economic slowdown.

Markets

= Bonds: Global yields closed mixed. US 10Y yields closed lower by 4bps
(2.99%) as Fed minutes reflected that fund rates are moving closer to
neutrality. Crude prices declined by 1.3% (US$ 59/bbl). The temporary
pause seen in US-China tariff war and upcoming OPEC meeting are likely
to guide future course of oil prices. Indian yields closed flat at 7.61%. It was

trading higher at 7.64% today.

= Currency: Except INR which ended higher, other currencies closed lower.
DXY ended higher by 0.5% as investors awaited the outcome of trade talks
between US and China at the G20 meet. INR strengthened by 0.4% on
the back of lower oll prices (down 1.3%). It was trading lower today, after

GDP growth slipped to 7.1% in Q2FY19 from 8.2% in Q1FY19.

= Equity: Barring FTSE and Dax, global indices closed higher with Dow and
Shanghai Comp gaining the most. Hopes of a positive outcome from the
G20 summit and Fed’s dovish comment boosted investor sentiments. Both

Asian markets and Sensex were trading higher in the morning session today.
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FIG1- MOVEMENT IN KEY GLOBAL ASSET CLASSES
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Particulars Current 1D 1w ™ 3M 12M
10Y yields (A bps)

us 2.99 @ ) (16) 13 58
UK 1.36 0 @) @) © 3
Japan 0.09 1 m @ @ 5
Germany 0.31 M 3 ) m 5
India 7.61 0 (10) (25) (39 55
China 3.38 0 @ (16 22 54
2Y yields (A bps)

us 279 @ @) @ 16 100
UK 0.78 1 3 3 5 26
Japan (©13) 1 1 m @ 3
Germany (0.60) 0 @) 2 1 9
India 7.23 2 % 34) 47 88
China# 2.50 @ 6) 39 (35) (126)
Currencies (A %)

EUR 11317 07N 0.2 0 2.5 4.9
GBP 1.2749 (0.3 (0.5) (0.0 (1.6 67N
JPY 13.57 0.0 0.5 0.6 (2.3) (OR°))
AUD 0.7306 (0.2) 1.0 33 1.6 3.4
INR 69.58 04 1.6 5.9 2.0 (8.0
CNY 6.9605 (0.3) 0.2 02 (1.9 (5.3
Equity & Other indices (A %)

DOwW 25,538 0.8 5.2 17 (1.6) 5.2
FTSE 6,980 0.8 04 @n ©.D “7n
DAX 1,257 0.4 06 (.7 (9.0) (13.6)
NIKKEI 22,351 0.4 33 2.0 Q2 (1.6
Shanghai Comp 2,588 08 0.3 (0.6) (5.0 (22.0)
SENSEX 36,194 01 35 51 (6.3) 9.2
Brent (USD/bbD 5871 (1.3 0.2 222 24.2) (7.6)
Gold (USD/oz) 1,221 (0.3 (0.2) 0.5 1.6 4.3)
CRB Index 414.2 03 (0.3 (0.5) 0.7 (3.5
Rogers Agri Index 7736 05 08 03 a4 (4.6)
LIBOR (3M)* 274 3 S) 20 42 126
INR 5Yr Swap* 7.53 6 0 a9 10 102
India Fll data (US$ mn) 29 Nov 28 Nov WTD MTD** CYTD FYTD
FIl-Debt 75.6) 1001 (157.0) 868.0 (7,593.3) (7,839.3)
FIl-Equity 171.0 161.6 609.6 8911 (4,867.1) (6,992.6)

Source: Bloomberg, Bank of Baroda | #1 year yield is taken, *Indicates change in bps, **figures for Nov18
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Disclaimer

The views expressed in this research note are personal views of the author(s) and do not necessarily reflect the views of Bank of Baroda. Nothing contained in this
publication shall constitute or be deemed to constitute an offer to sell/ purchase or as an invitation or solicitation to do so for any securities of any entity. Bank of Baroda
and/ or its Affiliates and its subsidiaries make no representation as to the accuracy; completeness or reliability of any information contained herein or otherwise provided
and hereby disclaim any liability with regard to the same. Bank of Baroda Group or its officers, employees, personnel, directors may be associated in a commercial or
personal capacity or may have a commercial interest including as proprietary traders in or with the securities and/ or companies or issues or matters as contained in this
publication and such commercial capacity or interest whether or not differing with or conflicting with this publication, shall not make or render Bank of Baroda Group
liable in any manner whatsoever & Bank of Baroda Group or any of its officers, employees, personnel, directors shall not be liable for any loss, damage, liability whatsoever

for any direct or indirect loss arising from the use or access of any information that may be displayed in this publication from time to time.

Visit us at www.bankofbaroda.com
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For further details about this publication, please contact:

Economics Research Department
Bank of Baroda
+9122 6698 5713

chief.economist(@bankofbaroda.com
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