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Macro developments

= Recovery in India’s industrial output hit a snag in Nov’20 as it fell by 1.9% Sonal Badhan | Sameer Narang
following a 4.2% increase in Oct’20. CPl inflation too eased significantly chief.economist(@bankofbaroda.com

to 4.6% in Dec’20 from 6.9% in Nov'20. This was driven by (-) 10%

vegetable inflation. While the dip in CPl inflation is positive, some of it may

not sustain with reversal in vegetable prices. Thus RBI will remain on hold.

= China’s credit growth fell by 22.7% in Dec’20 on YoY basis versus 10%

increase in Nov'20. Total aggregate financing eased to 1.72tn Yuan from
2.13tn Yuan in Nov’20. Bank lending eased significantly to 1tn Yuan from
1.5tn Yuan. Stock of outstanding credit growth eased to 13.3%in Dec’20,

while M2 growth dropped to 10.1% from 10.7% in Nov'20. This can be
explained by seasonal factors and gradual rollback of stimulus by PBOC.

= Unemployment rate in South Korea edged up to a 10-year high at 4.6% in
Dec’20 versus 4.1% in Nov'20. The number of employed person also fell at
its sharpest pace in about 22-years to 26.5mn in Dec’20, a decline of
628,000 from Dec’19. Job losses were most pronounced in restaurants

and hotels sector (313,000) amidst a resurgence in Covid-19 cases.

Markets

= Bonds: Global yields closed mixed. US 10Y yield fell by 2bps (1.13%) as
Boston Fed President said monetary policy will remain accommodative. UK
10Y yield rose the most by 4bps (0.35%) as rising Covid-19 cases raised
hopes of higher stimulus. Crude prices rose by 1.7% (US$ 57/bbl) due to
falling US inventory. India’s 10Y yield closed flat at 5.92%. It is trading lower
at 5.89% today, supported by 15-month low CPI.

= Currency: Global currencies closed higher. DXY fell by 0.4% as investors
await more news on further stimulus. GBP rose the most by 1.1% after BoE
Governor expressed concerns over the plausibility of negative rates. INR
gained by 0.2% despite rising oil prices. It is trading further higher today in

line with other Asian currencies.

= Equity: Barring FTSE and Dax, other global indices ended higher as
investors continued to monitor the Covid-19 situation. Amongst other
indices, Shanghai Comp (2.2%) surged the most. Sensex too inched up by
0.5% led by real estate and oil & gas stocks. It is trading higher today while

other Asian stocks are trading mixed.
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FIG1- MOVEMENT IN KEY GLOBAL ASSET CLASSES

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

usS 113 @ 17 23 40 (68)
UK 0.35 4 4 18 " (37
Japan 0.04 1 3 3 1 3
Germany 0.47) 3 " 17 9 (30)
India 5.92 0 9 2 1 (75)
China 315 @ 1 16) (&) 4
2Y yields (A bps)

usS 0.14 0 2 3 1 143)
UK (0.08) 4 7 4 3 (57)
Japan 0. 1 2 3 2 2
Germany (0.69) 1 3 9 4 an
India 4.40 23 54 48 13 a8n
China 219 (@) 25) (64) 42) (13)
Currencies (A %)

EUR 1.2207 0.5 0.7 0.8 3.9 9.7
GBP 1.3664 11 0.3 33 5.6 5.0
JPY 103.76 0.5 (1.0) 0.3 1.6 5.7
AUD 0.7772 1.0 0.2 3.2 8.5 12.6
INR 73.25 0.2 [((OR)) 0.5 0.1 (3.4
CNY 6.4636 0.3 [((OR)) 1.3 4.2 6.1

Equity & Other indices (A %)

Dow 31,069 0.2 22 34 83 7.4
FTSE 6,754 7 21 32 131 (1.4)
DAX 13,925 1N 20 62 7.0 35
NIKKEI 28,164 0.1 37 57 19.3 172
Shanghai Comp 3,608 22 23 7.8 7.4 161
SENSEX 49,517 05 22 7.4 219 18.0
Brent (US$/bbl) 5658 17 56 13.2 333 (12.3)
Gold (US$/02) 1,855 0.6 49 0.8 19 19.9
CRB Index 4545 0.9 13 43 107 107
Rogers Agri Index 9124 20 14 9.8 18.9 19.2
LIBOR (3M)* 0.22 0 m 1 m (162)
INR 5Y Swap* 556 6 23 33 27 (129)
India Fll data (US$ mn) 11Jan 8 Jan WTD MTD CYTD FYTD
Fll-Debt (203.4) 24 (203.4) (174.6) (174.6) (4,268.2)
Fll-Equity 4003 819.7 4003 17955 17955 317713

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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