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Macro developments

RBI reported that currency in circulation increased by Rs 74bn (on a weekly
basis) and stood at Rs 22tn as on 12 Jul 2019. Overall reserve money rose
by 12.6% on a YoY basis, compared with 21.6% a year ago. On FYTD basis,
reserve money is increasing at a slower pace of 0.6% against 2.3% in the

previous year.

CPlinflation in the Euro Area edged up to 1.3% in Jun"9 from 1.2% in
May19 on YoY basis. This was led by services (1.6% vs 1%). Core inflation
excl. volatile food and energy rose to 1.3% in Jun19 vs 1% in May19.
Separately, CPlinflation in UK was steady at 2% in Jun"19 as decline in
prices of energy and housing utilities were offset by higher food and clothing

prices.

Bank of Korea (BoK) delivered a surprise rate cut (a first in 3 years) in its
policy meet today. The 7-day repo rate now stands at 1.5% vs 1.75% earlier.
This decision comes in the wake of slowing exports to China and growing
trade frictions with Japan. Japan has imposed export restrictions on
chemicals exported to S. Korea, mainly impacting their semiconductor

business. As a result, BoK has also lowered its growth forecast for CY19

from 2.5% to 2.2%.

Markets

Bonds: Global yields closed mixed. US 10Y yield closed lower by 6bps
(2.05%) as weak housing data fuelled hopes of rate cut by Fed. Crude
prices declined by (-) 1.1% (US$ 64/bbD) over developments on US-Iran
negotiations. India’s 10Y yield rose a tad by 1bps (6.35%) driven by selling
from foreign banks. It is trading at 6.37% today.

Currency: Global currencies closed mixed. DXY fell (-) 0.2% on
expectations of a rate cut by Fed. GBP recovered from a 27-month low to
end higher by 0.2%. INR depreciated by (-) 0.2%. It is trading higher today,

in line with other Asian currencies.

Equity: Barring Sensex, other global indices ended lower led by renewed
tensions surrounding US-China trade relations. European indices slipped
the most, followed by Dow (-0.4%). However, Sensex ended in green

(0.2%) pushed up by tech and banking stocks. It is trading lower today, in

line with other Asian stocks.
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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)

usS 2.05 ©) @ ©) (55) 82)
UK 0.76 () 0 © (48) 47
Japan (0.12) 0 0 0 12) a7
Germany (0.29) ©) 2 ©) 37 (63)
India 6.35 1 20 59 (105) 4
China 318 0 0 6 @n (30)
2Y yields (A bps)

usS 1.81 @ @ ©) 59 (80)
UK 0.54 ©) 3 @) 25) 20)
Japan (0.19) 0 m 1 @ @)
Germany (0.79) @ @ 6 (18) (12)
India 6.10 @ an 14) (59) (140)
China 2.58 0 m 5 (10) 48)
Currencies (A %)

EUR 11224 0.1 02 0.1 (0.6) 3.6
GBP 1.2433 0.2 (0.6) (0.8) “.7 (4.9)
JPY 107.95 0.3 0.5 0.5 37 44
AUD 0.7010 0 0.7 2.3 24 5.2
INR 68.82 (0.2 (X)) 1.6 11 (0.3)
CNY 6.8736 0 0 0.8 2.8) 2.3)
Equity & Other indices (A %)

DOW 27,220 0.4 1.3 4.2 29 8.0
FTSE 7,535 (0.6) 0.1 24 09 (1.8)
DAX 12,341 (0.7 (0.3) 2.1 1.5 (3.3
NIKKEI 21,469 (0.3) (0.3) 1.6 (3.6) 5.8)
Shanghai Comp 2,932 02) 0.6 15 (10.2) 52
SENSEX 39,216 0.2 17 0.7 (0.2 7.8
Brent (USD/bbl) 63.66 an (5.0) 4.5 mmn 12.7)
Gold (USD/oz) 1,427 14 0.5 6.5 12.0 16.2
CRB Index 404.3 0 0.1 2.0) (4.9) (6.4)
Rogers Agri Index 736.8 ((OR)) (0.8) “4.2) (0.8) (6.5
LIBOR (3M)* 2.30 0 @ 12 29 ©)
INR 5Yr Swap* 6.46 3 ©) 3n 4 (124)
India Fll data (US$ mn) 16 Jul 15 Jul WTD MTD CYTD FYTD
Fll-Debt 14.9 153.0 267.9 1,328.5 2,756.7 2,212.1
Fll-Equity (52.3) @7.7) (80.0) (822.2) 10,516.7 3,671.5

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

chief.economist(@bankofbaroda.com
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