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Macro developments

= India’s IIP growth eased to 13.6% in Jun'21 led by base effect. Notably, over a Sonal Badhan | Sameer Narang
2-year horizon, output is down by 5.2% led by capital goods and durables. chief.economist@bankofbaroda.com
FMCG has expanded. CPI inflation has cooled off to 5.6% in Jul'21 (6.3% in
Jun’21) led by food inflation at 4% (110bps MoM decline). Within food, prices of
vegetables fell, while that fruits, pulses, oils and fats moderated. Core too
softened to 6% (6.2% in Jun’21), led by transport and communication and

personal care and effects.

= US PPI rose by 1% (MoM) in Jul'21 unchanged from Jun’21 and higher than
estimated 0.6%. Spike was seen in airline passenger fares (9.1% in Jul'21 from
2.5% in Jun'21) and auto parts and retailing (0.9% in Jul'21 from 0.5% in
Jun'21). Core PPl accelerated to 0.9% in Jul'21 (0.5% in Jun’21), sharpest
increase since Jan'21. On a YoY basis, the PPl was up by 7.8% in Jul'21 and
Core PPl also rose by 0.9%. Separately, US jobless claims dropped for the third
week in a row, by 12k to 375k signalling recovery in labour market.

= GDP growth in the UK rose by 4.8% in Q2CY21, following a decline of 1.6% in
Q1CY21 on a QoQ basis. Amongst sectors, services, (5.7%), production (0.5%)
and construction (3.3%) contributed the most to growth. Further, household
consumption also rose sharply following easing of Covid-19 restrictions. The
level of GDP is now 4.4% below where it was pre-pandemic (Q4CY19).

Markets

= Bonds: Barring US, UK (higher) and Germany (flat), other global yields closed
lower. US and UK’s 10Y yield rose by 3bps each. Higher than expected US PPI
print, recovery in US labour market and comments from several Fed officials in
favour of tapering in the coming months, impacted investor sentiments. Crude
prices fell by 0.2% (US$ 71/bbl) after IEA warned of slowdown in demand.
India’s 10Y yield fell by 1bps to 6.23%.

= Currency: Global currencies closed mixed. DXY rose by 0.1% as US PPI rose
more than expected in Jul’21. GBP fell by 0.4% on expectations that BoE will
not make any changes to its monetary policy. CNY and JPY closed flat. INR
appreciated by 0.3% as oil prices eased. It is trading higher today while other
Asian currencies are trading mixed.

= Equity: Global indices ended mixed as concerns over the spread of delta
variant resurfaced. Amongst other indices, both Nikkei and Shanghai Comp
ended lower by 0.2%, while DAX ended higher by 0.7%. Sensex (0.6%) too
ended in green led by gains in power and cap good stocks. It is trading further
higher today while other Asian stocks are trading lower.

@2021 Bank of Baroda. All rights reserved
Important disclosures are provided at the end of this report. ‘



da 3im qsler
MACRO DAILY Bank of Baroda
B = D

Fig 1 — Movement in key global asset classes

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

us 1.36 3 14 1) (30) 64
UK 0.60 3 8 (5) (30) 36
Japan 0.03 (1) 2 0 7) (1)
Germany (0.46) 0 4 (17) (34) (5)
India™ 6.23 (1) 2 0 22 36
China 2.87 2) 4 ®) @7) )
2Y yields (A bps)

us 0.22 0 2 0 7 6
UK 0.16 3 6 6 5 16
Japan (0.12) 0 1 0 0 (1)
Germany (0.75) 0 3 (7 9) (10)
India® 420 3) 0 (14) (10) )
China 2.02 0 13 8) (37) (23)

Currencies (A %)

EUR 11730 (0.1) (0.9) (1.1) (2.9) (0.7)
GBP 1.3808 (0.4) (0.9) (0.5) (17) 5.7
JPY 11041 0 (0.6) 0 (0.9) (33)
AUD 0.7335 (0.5) (0.9) (1.9) (5.1) 26
INR 74.26 03 (0.1) 0.4 (1.1) 08
CNY 6.4795 0 (0.3) (0.1) (0.4) 6.7

Equity & Other indices (A %)

Dow 35,500 0 12 14 43 273
FTSE 7193 (0.4) 10 10 33 16.3
DAX 15,938 07 12 0.9 49 27
NIKKEI 28,015 (02) 1.0 (1.9) 2.1 205
Shanghai Comp 3,525 (02) 17 (0.7) 28 6.1
SENSEX 54,844 06 06 47 126 432
Brent (US$/bbl) 7131 (0.2) 0 (5.1) 64 58.6
Gold (US$/oz) 1,753 0.1 (2.9) (3.0) (4.0) (10.3)
CRB Index 563.1 06 0.5 1.0 45 48.0
Rogers Agri Index 1,091.7 14 2.9 55 17 543
LIBOR (3M)* 0.12 0 0 (1) () (16)
INR 5Y Swap* 5.83 3) 2 3 18 56
India Fll data (US$ mn) 11 Aug 10 Aug WTD MTD CYTD FYTD
Fll-Debt 392 (43.6) (14.6) 105 (3,242.7) (1,215.4)
Fll-Equity 399 (10.8) 89.1 587.1 6,965.3 (361.0)

Source: Bloomberg, Bank of Baroda Research | *Indicates change in bps [*6.10GS2031, * 4.26GS2023 security
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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

ECONOMICS RESEARCH 3 13 August 2021


http://www.bankofbaroda.com/
https://twitter.com/bankofbaroda
https://www.facebook.com/officialbankofbarodapage/
https://bitly.bobyt/
https://www.instagram.com/officialbankofbaroda/?hl=en
https://in.linkedin.com/company/bankofbaroda

