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Macro developments

= As per news reports, finance ministry is expected to borrow around 60% of Sonal Badhan
the budgeted estimate of Rs 7.1tn in H1FY20. This will be on the back of sonal.badhan(@bankofbaroda.com
higher redemption (Rs 2.37tn in FY20) and financing of its required
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expenditure. In H1FY19, gross borrowing was far lower at 48%. Government a@eer arar_‘g
) ) ) chief.economist(@bankofbaroda.com
is also likely to conduct more switches of around Rs 700bn to manage the

rising redemption pressure.

= China’s PPl rose by 0.1% in Feb™9, flat compared to Jan19 (0.1%) and

lower than estimated 0.2%. Its CPI too came lower (1.5% in Feb™9) than
previous month (1.7%) and is at its lowest since Jan"18. Weak global and
domestic demand continue to put downward pressure on prices, reaffirming
the case for government support to stimulate the economy. In support,

government last week announced reduced VAT & company charges.

= US unemployment rate declined to 3.8% in Feb”9 from 4% in Jan"19.
However, total nonfarm payroll employment remained broadly unchanged
at 20,000 in Feb9 (est.185,000), the weakest since Sep’7/, signalling

that the economy is losing steam. Average hourly earnings rose by 3.4% in

Feb9 from 3.1% in Jan19, on a YoY basis.

Markets

= Bonds: Global yields closed mixed led by weaker than expected jobs reports
from US and slashing of global growth forecast by ECB. As a result, US 10Y
yield fell by Tops (2.63%). 7.26GS2029 fell by 2bps to 7.37% led by drop in
crude prices (0.8% decline to close at USS 65.7/bbD) It was trading at
7.35% today.

* Currency: Global currencies closed mixed. DXY ended lower by (-) 0.4%
snapping its 8-day gaining streak, as weak US jobs report exacerbated
growth concerns. EUR, JPY and AUD gained 0.4%. INR depreciated by (-)
0.2% after posting gains for three straight sessions. It was however trading

higher today, in line with other Asian currencies.

= Equity: Escalated fears of slowdown in global economy pushed global
indices lower. Shanghai Comp tumbled by (-) 4.4% followed by Nikkei (-
2%) and FTSE (-0.7%) over a range of disappointing data print (US jobs
report, China’s custom data). While Asian markets were trading mixed;

Sensex opened higher today.
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FIG1- MOVEMENT IN KEY GLOBAL ASSET CLASSES
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Particulars Current 1D 1w ™M 3M 12M
10Y yields (A bps)

us 2.63 M 12 %) 22 @n
UK 119 2 an 3 ® (30)
Japan (0.03) (3) 3 @) ©) ©)
Germany 0.07 0 a © 18) (58)
India# 7.53 () 3 @ 7 a4
China 315 (3 ©) 4 (16) 70
2Y yields (A bps)

us 2.46 m ) 6 (25) 20
UK 0.75 2 ) 1 1 @
Japan (0.15) 0 0 1 m 1
Germany (0.53) 1 3 2 7 2
India 6.66 3 @ @n (46) (32)
China 2.4 0 3 2 ® (85)
Currencies (A %)

EUR 11235 04 amn a.n (1.3) 87N
GBP 1.3015 (0.5) 1.4 0.6 2.3 (6.0)
JPY miz 04 0.6 amn 13 4.0
AUD 0.7045 04 (0.5 0.8 (2.3 (10.2)
INR 7015 0.2 11 20 0.9 (7.6
CNY 6.7214 0.0 0.2 04 22 6.n
Equity & Other indices (A %)

DOW 25,450 0.D Q2 0.2 4.4 0.5
FTSE 7104 0.7 0 (1.0) 4.8 a7
DAX 1,458 (0.5 (1.2 12 6.2 7.2
NIKKEI 21,026 (2.0) @7 0.7 3.0 2.0
Shanghai Comp 2970 4.4 0.8 134 14.0 (10.2)
SENSEX 36,671 0.0 17 0.8 2.8 101
Brent (USD/bbl) 6574 0.8 1.0 49 6.6 04
Gold (USD/oz) 1,298 1.0 0.4 (0.6) 39 1.9
CRB Index M13.6 0.1 0 0 (1.0) an
Rogers Agri Index 741.5 0.3 (1.2) (5.0 6.4 (12.6)
LIBOR (3M)* 2.60 0 0 14 an 51
INR 5Yr Swap* 6.97 @ @ Q4 (36 5
India Fll data (US$ mn) 7 Mar 6 Mar WTD MTD CYTD FYTD
Fll-Debt (101.3) 154.8 3.6 65.5 (1,587 (8,577.7)
Fll-Equity 1534 196.5 85.7 672.6 2,968.0 (3,714.9)

Source: Bloomberg, Bank of Baroda | *Indicates change in bps, # 7.17 GS 2028 security is taken
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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

ECONOMICS RESEARCH 3 1 March 2019


http://www.bankofbaroda.com/
https://twitter.com/bankofbaroda
https://www.facebook.com/officialbankofbarodapage/
https://bitly.bobyt/

