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Macro developments

= CPlinflation in India edged down to 6.6% in Feb’20 (7.6% in Jan’20) led Sonal Badhan | Sameer Narang

by moderation in prices of vegetables and fruits. Core also fell by 10bps to chief.economist(@bankofbaroda.com
4.1% due to fall in retail fuel prices. While industrial output rebounded to
2% in Jan20, we expect domestic economic activity to decelerate on the

back of supply and demand disruption because of COVID-19. The current
growth-inflation mix calls for 25-40bps cut in policy rate.

= India’s CAD fell to US$ 1.4bn (0.2% of GDP) in Q3FY20 from US$
6.5bn in Q2FY20 (0.9% of GDP) on the back of lower trade deficit.
Sharp increase in FPl inflows in Q3 led to BoP surplus of US$21.6bn vs
US$ 5.1bn in Q2. We expect CAD at 0.6% in FY21.

= Against market expectations (-10bps), ECB has kept the policy rates
unchanged in Mar’20. However, it has announced measures to support
banks and increase its asset purchase program by €120bn. To support
lending, European banks will be able to borrow from ECB at (-) 0.75%,
lower than (-) 0.5% deposit rate. With ECB’s interest rates already in the

negative territory, the scope for further lowering of rates is limited.

Markets

= Bonds: Global yields closed mixed amidst concerns over impact of
COVID-19 on economic activity. US 10Y yield fell by 7bps (0.8%)
supported by Fed’s move to provide US$ 1.5tn of short term liquidity. Ol
prices fell sharply by (-) 7.2% (US$ 33/bbl). India’s 10Y yield rose by 11bps
(6.24%) as weaker rupee ignited fear of FPI outflow from debt segment. It
is trading further higher at 6.33% today.

*  Currency: Global currencies closed lower against the dollar, with AUD (-
3.8%) falling to its lowest since Nov'08. DXY rose by 0.6%. EUR fell by (-
) 0.8% as ECB stimulus measures failed to lift investor sentiments. INR

also fell by (-) 0.8%. It opened at an all-time low of 74.5/$ today. Asian

currencies are also trading lower.

= Equity: Amidst escalated concerns over the spread of COVID-19, global
indices plummeted to an all-time low, raising fears of economic slowdown.
Dax (-12.2%) dropped the most followed by FTSE (-10.9%) and Dow (-
10%). Sensex (-8.2%) too slumped registering its biggest single-day selloff.

It is trading lower today in line with other Asian stocks.
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FIG1- MOVEMENT IN KEY GLOBAL ASSET CLASSES

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

us 0.80 @ an a7 (109) (183)
UK 0.27 @) %) 9 (56) 96)
Japan (0.06) 1 6 0 ) @
Germany 074) 0 ©) 33) 7 (83)
India 624 l 0 n (54) M3
China 263 m ©) (16) (56) (52)
2Y yields (A bps)

Us 0.48 &) (12) ©n 18) (198)
UK 0.20 5 5 9 38) &)
Japan 022 0 2 %) 10) ©)
Germany (093) 2 @®) 9 @3n 40)
India 5.42 9 2 35) 35) (120)
China 196 m 34) 33) ©3) 7
Currencies (A %)

EUR 11185 ©0.8) 0.5 25 05 an
GBP 12571 (1.9 3.0) eX) 4.5) G0
JPY 104.64 1 14 47 43 63
AUD 0.6236 38) 67 ®7) ©7N m7
INR 74.22 ©0.8) 1.2 2! 4.8 7.0)
CNY 7.0294 (1.0) 13) 0.6) 0.6) 4.6)

Equity & Other indices (A %)

Dow 21,201 (10.0) (18.8) (27.6) (24.6) (17.5)
FTSE 5,237 (10.9) (21.9) 29.7) (28.0) @271
DAX 9,161 (12.2) (23.3) (321 (30.7) (20.9)
NIKKEI 18,560 4.4 (13.0) (21.6) (20.8) (12.8)
Shanghai Comp 2,923 (1.9 (4.8) 11 0.3 2
SENSEX 32,778 (8.2 (14.8) (20.0) (19.2) (13.2)
Brent (US$/bbh 3322 7.2 (33.5) (37.6) (48.3) (50.6)
Gold (US$/02) 1,576 (3.6) 67 0.3 7.2 21.6
CRB Index 395.9 0 (0.8) 1.4) 0.3 (5.3)
Rogers Agri Index 673.2 Q2 [CX)) 8.9 (8.5) 10.2)
LIBOR BM)* 0.77 m 23) 94 m2) 184)
INR 5Y Swap* 5.61 @ (20) (85) ©7N (102)
India F1l data (US$ mn) 11 Mar 9 Mar WTD MTD CYTD FYTD
FlI-Debt (1,077.10 124.3 (952.9) (1,199.5) (2,766.6) 177.6
Fll-Equity (472.0) (948.2) (1,420.2) (2,666.6) (879.6) 6,509.6

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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