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Macro developments

Crude oll production in Dec18 declined by (-) 4.3% on a YoY basis vs (-)
3.5% in Nov18. On a cumulative basis too, production between Apr-
Dec’18 was down by (-) 3.7% vs (-) 3.6% between Apr-Nov'18. Declining

production is in line with falling international crude oil prices which eased

from US$ 65.9/bbl in Nov18 to US$ 57.7/bblin Dec18 (-10% YoY).

Flash manufacturing PMIs of Japan (50 in Jan"19 vs 52.6 in Dec’18) and
Eurozone (50.4 vs 5Tin Dec’18) indicate slowing activity growth in both
regions. Within Eurozone, both Germany and France reported contraction
in activity in Jan"19. Across countries, slowdown was led by declining new
orders, in particular new export orders. Germany’s auto sector is reportedly
facing the heat owing to faltering demand from China. Easing input prices

however provided some respite to the manufacturers.

ECB kept its policy rate unchanged in the latest meeting. On the growth
front, the ECB changed its view and said that the risks are now tilted to the
downside. This is due to uncertainties such as rising protectionism, volatility
in financial markets and emerging economies as well as Brexit which have

led to a slowdown in most European countries such as Germany, France

and ltaly in Q4CY18.

Markets

Bonds: Barring Japan and China, other global yields closed lower. US10Y
yield fell by 3bps on the back of uncertainties surrounding US-China trade
deal. German 10Y yield also fell by Sbps after ECB President Draghi said
that growth in the region would be weaker than expected. Indian 10Y yield
softened by 2bps to close at 7.56%. Itis trading higher at 7.57% today.

Currency: Global currencies closed mixed. DXY strengthened by 0.5% to
near 2-week high after ECB acknowledged that growth in the region is
slowing down. As a result, EUR fell by (-) 0.7%. INR appreciated by 0.4%

tracking gains in local equity markets. It was trading even higher today.

Equity: Global indices ended lower with exception of Sensex (0.2%) and
Dax (0.5%). Strong quarterly earnings of US companies could not help
markets end in green, as US commerce secretary’s comments on large gaps
to be covered in US-China trade talks impacted the investor sentiments

negatively. In line with other Asian stocks, Sensex opened higher today.
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FIG1- MOVEMENT IN KEY GLOBAL ASSET CLASSES
Particulars Current 1D 1w M 3M 12M
10Y yields (A bps)
us 272 (3) 3 (@3} 40) 10
UK 127 © % 0 (18) (15)
Japan 0.01 w 1 @ an %
Germany 018 ® © @ ©2) @3)
India 7.56 @ 1 27 3N 25
China 313 0 5 22 4n 82
2Y yields (A bps)
us 2.56 ) 0 0 28) 48
UK 0.77 (3) ) 4 2 17
Japan ©16) 0 : @ @ S
Germany (0.58) 0 1 2 3 @
India 7.03 0 1 16 56) 23
China 2.60 0 0 (16) (50) 98)
Currencies (A %)
EUR 11304 ©7 ©7 ©.9) ©0.6) 88
GBP 1.3066 0 0.6 2.8 19 (7.6)
JPY 109.64 0 (0.3) 0.7 25 0.2
AUD 0.7094 0.7 1.4) 0.6 0.2 (1.6)
INR 71.08 04 on 1.3) 3.0 1.9)
CNY 6.7885 01 (0.2) 1.6 23 (7.3)
Equity & Other indices (A %)
DOW 24,553 on 0.8 127 an (7.0)
FTSE 6,819 (0.3) (0.2) 2.0 2.6) (10.5)
DAX 11,130 05 19 4.7 1.6) (16.3)
NIKKEI 20,575 on 0.8 2.0 (3.3) 131
Shanghai Comp 2,592 04 13 26 05) 27.0)
SENSEX 36,195 0.2 (0.5) 2.0 74 04
Brent (USD/bbl) 61.09 on on 21.0 (20.5) (13.2)
Gold (USD/oz) 1,281 on (0.8) 0.9 4.0 (5.0)
CRB Index 4114 (0.0) (0.6) 0.2 an 6.3)
Rogers Agri Index 7755 5 0.2 18 ©) 5.3)
LIBOR (3M)* 277 m m @ 26 101
INR 5Yr Swap* 721 m 3 1 43) 29
India Fll data (US$ mn) 23 Jan 22 Jan WTD MTD CYTD FYTD
Fll-Debt (37.6) 141 (201.2) (394.3) (394.3) (7,384.9)
Fll-Equity 62.8 1191 32.0 (522.5) (522.5) (7,205.4)
Source: Bloomberg, Bank of Baroda " Indicates change in bps
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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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