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Macro developments

Recovery in auto industry hit a snag, as retail sales contracted by 10% in
Jan21 from an increase of 11% in Dec20. Both passenger and two-wheeler
sales were down by 4% and 9% respectively in Jan'21. Lower demand and
fresh hike in prices added to the woes. Retail sales of commercial vehicles

also took a beating and declined by 25% in Jan’21.

US initial jobless claims for the week ending 6 Feb 2021 fell by 19,000 to
793,000 (est.: 760,000) from 812,000 in the week before. The easing
can be attributed to declining Covid-19 cases and acceleration in

vaccination drive, which have allowed businesses and consumers to resume

activity. The 4-week moving average dropped by 33,500 to 823,000.

European Commission (EC) estimates GDP growth in the Euro Area to
increase to 3.8% in CY21 (versus 4.2% earlier) and CY22 (3% earlier)
against a ©.8% decline in CY20 (7.8% dip earlier). It noted that while
growth in Q1CY21 may contract due to renewed lockdowns, it will pick up
sharply from H2 as vaccine roll-out gathers pace. Private consumption and

external demand will lead the gains. CPl inflation is expected to accelerate

to 1.4% in CY21 from 0.3% in CY20, before moderating to 1.3% in CY22.

Markets

Bonds: Global yields closed mixed. US 10Y yield rose by 4bps (1.16%) as
CBO projected budget deficit to be higher than earlier forecast (as of
Sep™21). Crude prices fell by 0.5% (US$ 61/bbl) as news reports quoted
OPEC saying oil demand to be slower than anticipated. India’s 10Y yield fell
by Sbps (5.96%) as RBI had set a higher than expected cut off price in the

special auction.

Currency: Global currencies closed mixed due to thin trading margins as
markets in China and Japan were shut. DXY rose marginally by 0.1% even as
US jobless claims fell less than expected. GBP depreciated by 0.1%. AUD

rose by 0.4%. INR closed flat. Asian currencies are trading lower today.

Equity: Barring Dow (flat), other global indices ended higher as investors
continued to monitor earnings and Fed Chair's comment on Fed policy to
remain accommodative. Amongst other indices, Dax (0.8%) gained the
most. Sensex (0.4%) too ended in green led by oil & gas and metal stocks.

It is trading higher today, while most of Asian markets are closed.
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FIG1- MOVEMENT IN KEY GLOBAL ASSET CLASSES

Particulars Current 1D 1w ™ 3M 12M
10Y yields (A bps)

usS 116 4 2 2 28 45)
UK 0.47 @ 3 16 12 18)
Japan 0.08 0 2 S 5 12
Germany (0.46) @ 0 4 8 @)
India 5.96 ) 2 4 5 47
China 3.24 0 0 8 @ 42
2Y yields (A bps)

usS on 0 0 @ (@] (133)
UK (0.04) m m 8 0 (60)
Japan ©.1M 0 1 1 2 4
Germany (0.72) 0 m @ 1 @)
India 4.54 10) @ 37 40 (120)
China 2.65 0 (@) 41 s) 42
Currencies (A %)

EUR 1.2130 01 14 02 2.7 1.9
GBP 1.3816 [(OR)) 11 2.2 5.3 59
JPY 104.75 0.2 0.7 (0.9 0.4 4.6
AUD 0.7752 04 2.0 0.7 72 15.4
INR 72.86 0 0.1 0.7 24 @n
CNY 6.4583 0 0.2 04 23 7.4

Equity & Other indices (A %)

Dow 31,431 0 12 14 81 638
FTSE 6,529 011 04 4.0) 30 (12.4)
DAX 14,041 08 1N 07 7.6 21
NIKKEI 29,563 0.2 43 51 15.8 241
Shanghai Comp 3,655 14 44 35 95 2538
SENSEX 51,532 04 18 46 18.9 243
Brent (US$/bbl) 6114 05 39 9.8 405 85
Gold (US$/02) 1826 0.9 18 (1.0) Q7N 15.8
CRB Index 466.9 1N 07 36 125 161
Rogers Agri Index 939.0 07 1.0 49 156 272
LIBOR (3M)* 0.20 0 1 @ @ (149)
INR 5Y Swap* 5.95 1 25 45 80 48)
India FIl data (US$ mn) 10 Feb 9 Feb WTD MTD CYTD FYTD
Fll-Debt (36.0) 1.8 (46.0) (66.9) (565.2) (4,658.8)
Fll-Equity 2587 4538 1,010.6 3,279.0 52572 352330

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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