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Macro developments

GST council has formed a GoM panel to study revenue shortfall faced by
states. As per news reports, out of 31, only 5 N.E. states and Andhra Pradesh
have reported an increase in revenue post GST. Other states such as Punjab,
J&K, Odisha, Bihar, and Gujarat are facing shortfall in the range of 14-37%.
As way of compensation, government had released Rs 482bn in the 9
months of FY18. The same amount has already been released in first 8

months of FYTD19, indicating this year total compensation will be higher.

BoJ in its latest meeting has decided to continue to hold its policy rates steady
(-0.1% for short term interest rate and ~0% for 10Y bond yield). However it
lowered its inflation forecast for FY19 (ending Mar’20) & FY20 to 1.4% from
previously projected 0.9% &1.5% respectively. This revision was on account

of lower oill prices and slowing global growth.

Economic sentiment in Germany improved in Dec’18 to (<) 15 from (-) 17.5
in Nov'18, but remained below the long-term average of 22.5. However,
assessment of current economic situation deteriorated sharply to 43.5 from
45.3 in Nov'18. This was on the back of slowing growth in the Eurozone and

Germany along with global trade dispute and uncertainty around Brexit.

Markets

Bonds: Barring China, global yields closed lower on the back of persisting
worries surrounding slowdown in global economy. Crude prices too fell by
(=) 2% (US$ 61.5/bbD). Indian 10Y yield fell by 4bps (7.57%) as India is likely
to adhere to fiscal discipline in FY19. It was trading at 7.51% today.

Currency: Global currencies closed mixed amidst growing concerns over

global economic outlook. While DXY remained steady, JPY appreciated by
0.3% on safe-haven demand. INR depreciated by (-) 0.2% tracking losses
in domestic equities. It was however trading higher today, in line with other

Asian currencies.

Equity: Global indices ended lower led by uncertainty over ongoing trade
negotiations between US and China. Fears of slowdown in economy pushed
Dow lower (-1.2%), followed by European indices. Domestic market too
ended lower amidst subdued global cues. Both Asian markets and Sensex

were trading today.
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FIG1- MOVEMENT IN KEY GLOBAL ASSET CLASSES
Particulars Current 1D 1w ™ 3M 12M
10Y yields (A bps)
us 2.74 5 3 () 43 13
UK 1.32 0] 6 0 (15 3
Japan 0.00 M m @) (15) @]
Germany 0.24 @) 3 m an (33)
India 7.53 @ 6 25 (36) 28
China 312 1 3 @n (46) (83)
2Y yields (A bps)
us 2.59 3 5 (5) 29 55
UK 0.80 1 M 3 6 23
Japan 017 0 @) (3 ) (3
Germany 0.59 M 3 1 2 ©)
India 7.02 m 2 15 (59 23
China 2.60 0 3 (13) 54 98)
Currencies (A %)
EUR 11360 0 (0.9 (0.0 (1.0) (7.6)
GBP 1.2954 0.5 0.7 2.4 0.2 7.5
JPY 109.37 0.3 0.6 17 27 0.9
AUD 0.7124 (0.9 amn 12 0.5 (1.0)
INR 71.44 0.2 0.6) (1.8) 29 (12.0)
CNY 6.8080 (0.0 0.7 14 1.9 (6.3)
Equity & Other indices (A %)
DOwW 24,404 (1.2 14 8.7 (EX)] (6.9
FTSE 6,901 (1.0) 01 2.7 (0.8 (10.7)
DAX 11,090 0.4 18 4.3 (1.6) (18.2
NIKKEI 20,623 (0.5 03 2.3 (6.3) (14.5)
Shanghai Comp 2,580 (1.2) 0.4 25 0.6) (27.3)
SENSEX 36,445 0.4 03 2.0 7.7 0.8
Brent (USD/bbD 61.50 2.0) 14 14.3 (19.5) 12.n
Gold (USD/oz) 1,285 04 (0.3 2.2 4.5 4.2
CRB Index 4101 (0.3 (0.3) 0.2 (1.5 6.2
Rogers Agri Index 773.6 04 17 16 @ 4.9
LIBOR (3M)* 277 0 0 (5) 28 103
INR 5Yr Swap* 718 @ 1 1 (48) 39
India Fll data (US$ mn) 21 Jan 18 Jan WTD MTD CYTD FYTD
FIl-Debt (149.5) 154.7 (149.5) (342.6) (342.6) (7,333.2)
FIl-Equity 19.1 @710 19.1 (435.4) (435.4) (7,18.3)
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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