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Markets cheer on BJP’s comeback 

With BJP led NDA winning with an overwhelming majority (353 out of 542 

seats), Sensex went up by 4%, INR appreciated by 1% , FII inflows increased 

to US$ 498mn and 10Y yield declined by 14bps (7.23%) in the week. Indian 

markets outperformed as global markets were rattled with relatively weak 

outlook as US durable goods orders and new homes sales were below 

estimates. Even crude oil prices fell by 4.9%. Apart from exports, the global 

backdrop is favourable for India. 
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Markets 

 Bonds: Global yields closed lower driven by weaker macro data in US, 

Eurozone and Japan. US 10Y yield closed lower by 7bps (2.32%). Crude 

prices declined by (-) 4.9% (US$ 69/bbl) which supported 14bps decline in 

India’s 10Y yield to close at 7.23%. BJP led NDA’s victory in the general 

elections also drove the yields lower. System liquidity deficit was lower at 

Rs 171bn as on 24 May 2019 vs Rs 528bn in the previous week. RBI also 

announced OMO purchase of Rs 150bn in Jun’19. 

 Currency: Except GBP, global currencies closed higher against the dollar. 

DXY fell by (-) 0.4% in the week as US macro data (manufacturing PMI 

and durable goods order) remained weak. GBP depreciated for the 3rd 

straight week by (-) 0.1% on rising uncertainty over Brexit. INR 

appreciated by 1% in the week after the BJP led NDA won a decisive 

majority in the general elections. FII inflows were US$ 498mn in the week.  

 Equity: Barring Sensex, global indices closed lower on the back of a gloomy 

global outlook. Developments around US-China trade deal and Huwaei 

also affected investor sentiments. While Dax fell by (-) 1.9%, FTSE and 

Shanghai Comp lost (-) 1% each. Sensex rose sharply by 4% in the week, 

buoyed by BJP’s resounding win in the general elections. 

 Upcoming key events: Investors will keenly await US GDP and China’s 

official PMI figures. Apart from this, consumer confidence of US, 

Germany, Euro Area will also be in focus. On the domestic front, India’s 

Q4FY19 GDP and fiscal deficit numbers for Apr’19 are due this week. Any 

developments related to the new Cabinet will also be closely watched. 
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India macro developments 

 The BJP led NDA won a decisive majority (353 seats) and a higher vote share 

(up 9% versus 2014) in the general elections 2019. The government will 

continue to focus on agriculture and infrastructure sector as proposed in its 

election manifesto to increase the size of the economy to US$ 5tn by 2025. 

Continuity of economic policies amidst gloomy global outlook will support 

foreign inflows and thus a stable INR. 

FIG 1 – ELECTION RESULTS 

Result BJP+ Cong+ Others Total 

Actual 2019 353 91 98 542* 

Poll of Polls-2019 315 111 116 542* 

Actual -2014 336 59 148 543 

Source: Newspaper reports  |  *Vellore polls postponed 

 RBI announced OMO purchase of Rs 150bn in Jun’19 as well, to inject 

durable liquidity. This is in addition to Rs 250bn in May’19 and Rs 2.99tn in 

FY19. System liquidity deficit was lower at Rs 171bn as on 24 May 2019 vs Rs 

528bn in the previous week. RBI has also announced the revised VRR for 

FPIs in debt investment. Investment limit has been kept at Rs 546bn and shall 

be available ‘on tap’ and allotted on ‘first come, first served’ basis. This in turn 

will enable faster capital inflows into the economy. 

 As per latest forecasts by OECD, GDP growth in India is expected to 

accelerate to 7.5% in FY21 from 7.2% in FY19. This will be on the back of 

pickup in rural demand as a result of government’s income support scheme for 

small and marginal farmers as well as better investment growth. Lower oil 

prices and benign inflation will also help. 

 Media reports suggested that India is proposing to create a new entity namely 

National Infrastructure Credit Enhancement Ltd or NICE. For this purpose, 

NABARD and NHB will be roped in as investors and IIFCL will hold 22.5% of 

the stake.  This might be beneficial in meeting the infrastructural gap of the 

economy. 

 RBI reported that currency in circulation increased by Rs 60.3bn (on a 

weekly basis) and stood at Rs 22tn as on 17 May 2019. Overall reserve money 

grew by only 13.5% on a YoY basis compared to 25% a year ago. On FYTD 

basis, reserve money rose by 1.7% vs 2.6% last year. 
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Global macro developments 

 New home sales in the US fell by (-) 6.9% on a MoM basis in Apr’19 from 

8.1% in Mar’19 driven by rise in median home prices (+8.8% vs -8.8% in 

Mar’19). Impact of lower mortgage rates also seems to be fading, suggesting 

muted contribution of residential investment in GDP growth. 

 US durable goods order fell by (-) 2.1% in Apr’19 on a MoM basis (est., -2%) 

vs an increase of 1.9% in Mar’19. The decline (twice in three months) suggests 

that the US manufacturing sector remains soft. Orders for non-defense 

capital goods excluding aircraft, a proxy for business spending plans also fell by 

(-) 0.9% in Apr’19. 

 US Fed minutes reflected a patient approach with regard to future course of 

fund rate. This was on the back of subdued global growth and muted inflation 

print. However, the minutes highlighted that recently some signs of 

improvement are visible in domestic growth indicators. 

 Flash estimates suggested that manufacturing PMI in Eurozone is expected to 

remain subdued at 47.7 in May’19 vs 47.9 in Apr’19. This will be on the back of 

lacklustre demand in the economy. However, services PMI is expected to fare 

moderately better at 52.5 vs 52.8 in Apr’19. Flash manufacturing PMI in 

Japan also fell to 49.6 in May’19 vs 50.2 in Apr’19 as new orders are expected 

to remain sluggish. 

 Japan’s GDP rose at an annualized pace of 2.1% in Q1CY19 on a YoY basis, 

from 1.6% in Q4CY19. This was above estimate of a (-) 0.2% contraction and 

was led by a sharper fall in imports (-4.6% QoQ) than exports (-2.4% QoQ). 

Apart from public spending (1.5% QoQ), all other components of GDP 

declined suggesting that the economy remains weak. 

 Japan CPI rose by 0.9% in Apr’19 on a YoY basis vs 0.5% in Mar’19. Core CPI 

also rose by 0.6% in Apr’19 (sharpest rise in 3 years) from 0.4% in Mar’19. 

This was due to higher prices of tour package fees ahead of 10-day holiday in 

May. However, as inherent weakness persists (slowing economic growth), 

core inflation is expected to slow down to 0.5% in H2FY20. 

 Japan’s exports fell for the 5th consecutive month in Apr’19, by (-) 2.4% vs  

(-) 1.8% in Mar’19. The decline was led by Asia (-3.3%) and Western Europe 

(-7%). Commodity wise the slowdown was broad-based with manufactured 

goods and machinery falling the most. However, situation might improve in 

Q2 as core machinery orders are expected to rise to 15.7% from (-) 3.2% in 

Q1. In Mar’19 core orders had declined by (-) 0.7%. 
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FIG 2 – MOVEMENT IN KEY GLOBAL ASSET CLASSES 

Particulars Current 1W 1M 3M 12M 

10Y yields (Δ bps)      

US 2.32 (7) (21) (33) (66) 

UK 0.96 (8) (20) (20) (45) 

Japan (0.07) (2) (4) (3) (12) 

Germany (0.12) (1) (11) (21) (59) 

India  7.23 (14) (22) (19) (64) 

China 3.31 4 (11) 16 (36) 

2Y yields (Δ bps)      

US 2.16 (3) (17) (33) (34) 

UK 0.64 (5) (10) (11) (11) 

Japan (0.15) 0 (1) 2 (1) 

Germany (0.63) 2 (4) (7) (4) 

India 6.55 (11) (21) (12) (107) 

China** 2.59 (1) (9) 25 (54) 

Currencies (Δ %)      

EUR 1.1203 0.4 0.6 (1.2) (4.4) 

GBP 1.2714 (0.1) (1.4) (2.6) (5.0) 

JPY 109.31 0.7 2.1 1.2 0 

AUD 0.6927 0.9 (1.3) (2.8) (8.6) 

INR 69.53 1.0 1.0 2.3 (1.7) 

CNY 6.9002 0.3 (2.3) (2.8) (8.2) 

Equity & Other indices (Δ %)      

Dow 25,586 (0.7) (3.3) (1.7) 3.1 

FTSE 7,278 (1.0) (2.1) 1.4 (5.7) 

DAX 12,011 (1.9) (2.2) 4.8 (6.6) 

NIKKEI 21,117 (0.6) (5.3) (1.4) (5.9) 

Shanghai Comp 2,853 (1.0) (8.7) 1.7 (9.6) 

SENSEX 39,435 4.0 1.8 9.9 13.8 

Brent (US$/bbl) 68.69 (4.9) (7.6) 2.3 (12.8) 

Gold (US$/oz) 1,285 0.6 0.6 (3.3) (1.5) 

CRB Index 414.7 0.5 (1.6) (0.1) (6.8) 

Rogers Agri Index 732.2 2.7 0.6 (4.3) (14.7) 

LIBOR (3M)* 2.52 0 (6) (12) 21 

INR 5Y Swap* 6.82 (22) (30) (27) (38) 

India FII data (US$ mn) 23 May WTD MTD CYTD FYTD 

FII-Debt (4.4) (57.0) (229.9) (531.2) (1,547.5) 

FII-Equity 206.7 555.2 (152.0) 9,615.3 1,320.6 

Source: Bloomberg, Bank of Baroda Research | *Indicates change in bps, ** 1Y yield.  
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FIG 3 – DATA RELEASE CALENDAR 

Date Event Period Estimate Previous Actual 

27-May 
China industrial profits, %YoY Apr -- 13.9% -- 

Hong Kong exports, %YoY Apr (0.8%) (1.2%) -- 

28-May 

Japan PPI services, %YoY Apr 1.1% 1.1% -- 

Germany GfK consumer confidence Jun 10.4 10.4 -- 

France consumer confidence May 97.0 96.0 -- 

Euro Area consumer confidence May (6.5) (6.5) -- 

US conf. board consumer confidence May 130.5 129.2 -- 

UK nationwide house price, %MoM May 0.0% 0.4% -- 

29-May 

France PPI, %YoY Apr -- 1.9% -- 

France CPI, %YoY May 1.1% 1.3% -- 

France GDP, %QoQ 1Q 0.3% 0.3% -- 

Germany unemployment change, in thousands May (6.0) (12.0) -- 

30-May 

Spain CPI, %YoY May 1.2% 1.5% -- 

US wholesale inventories, %MoM Apr -- (0.1%) -- 

US GDP annualized, %QoQ 1Q 3.1% 3.2% -- 

US initial jobless claims 25-May -- 211 -- 

4-May 

Japan jobless rate Apr 2.4% 2.5% -- 

Japan industrial production, %MoM Apr 0.2% (0.6%) -- 

China manufacturing PMI May 49.9 50.1 -- 

China non-manufacturing PMI May 54.3 54.3 -- 

Germany retail sales, %MoM Apr 0.1% (0.2%) -- 

Thailand exports, %YoY Apr -- (4.2%) -- 

Italy GDP, WDA, %QoQ 1Q 0.2% 0.2% -- 

Germany CPI, %YoY May 1.6% 2.0% -- 

India GDP, %YoY 1Q 6.2% 6.6% -- 

US Personal Spending, %MoM Apr 0.2% 0.9% -- 

S.Korea BoK 7-Day Repo Rate 31-May 1.8% 1.8% -- 

India fiscal deficit, Rs crore Mar -- 80,654 -- 

India eight infrastructure industries Apr -- 4.7% -- 

Source: Bloomberg, Bank of Baroda Research  
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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. 
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