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Macro developments

=  S&P has reaffirmed India's sovereign rating for 14th year in a row to 'BBB-' with
a stable outlook on the back of gradual recovery in the economy. The agency
noted that India’s strong external settings is likely to help buffer the risks
associated with the government’s high deficits and debt stock. It also expects
the economy to normalise in the coming months with GDP growth at 9.5% in
FY22.

= US CPI rose the most since CYO08 by 0.9% in Jun’21 (est.: 0.5%) and against
0.6% increase in May’21, on MoM basis. Food prices rose by 0.8% from 0.4%
and energy prices which was flat in May’21 shot up by 1.5%. Core CPI (excl.
food and energy) also rose by 0.9% from 0.7% in May’21, driven by sharp jump
in new and used vehicle prices. On YoY basis, core rose by 4.5% while headline
CPI was up by 5.4%.

= CPlinflation in Germany eased to 2.3% in Jun’21 from 2.5% in May’21, led by
dip in both energy prices (9.4% versus 10%) and food inflation (1.2% versus
1.5%). HICP CPI rose by 2.1% versus 2.4% in May’21. Separately, in France
CPI rose by 1.5% in Jun’21 versus 1.4% in May’21. While both food and energy
prices fell, core inflation (1.1% versus 0.9%) pushed the headline print up.

Markets

=  Bonds: Except US (higher) and Germany (stable), global yields closed lower
amidst concerns regarding faster spread of Delta variant. US 10Y yield rose by
5bps (1.42%) as CPI data raised hopes of faster pace of tightening by Fed.
Crude prices rose by 1.8% (US$ 76/bbl) on expectation of drop in US inventory.
India’s 10Y yield fell by 2bps (6.2%) as CPI data lent some comfort.

= Currency: Barring INR and CNY (higher), other global currencies closed lower.
DXY rose by 0.5% in line with an increase in US 10Y yield as inflation rose more
than expected in Jun’21. CNY rose by 0.1% as China’s exports strengthened in
Jun’21. INR appreciated by 0.1%. It is however trading lower today, while other
Asian currencies are trading mixed.

= Equity: Global indices ended mixed as investors monitored higher than
expected inflation print from US and corporate earnings. While European
indices ended flat, Dow (0.3%) ended lower. On the other hand, Sensex (0.8%)
ended in green led by strong gains in banking stocks. However, it is trading
lower today in line with other Asian stocks.
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Fig 1 — Movement in key global asset classes

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

us 142 5 7 @) (20) 79
UK 0.63 2) 0 ®) (15) 48
Japan 0.03 (1) () (1) (8) (1)
Germany (0.29) 0 (3) (2) 0 15
India 6.20 (2) 3 20 19 38
China 2.94 2) (16) (22) (23) (7)
2Y yields (A bps)

us 0.25 3 3 1 9 10
UK 0.09 0 4 4 4 20
Japan (0.12) (1) (1) 0 1 1
Germany (0.67) 0 1 1 3 Q)]
India® 4.31 3) 8) (26) (25) 14
China 2.09 2) (19) (35) 1) (5)

Currencies (A %)

EUR 11776 (0.7) (0.4) (2.8) (14) 33
GBP 13814 (0.5) 0.1 2.1) 05 10.0
JPY 11063 (02) 0 (0.9) (14) (32)
AUD 0.7447 (0.4) (0.7) (34) (2.5) 6.8
INR 74.50 0.1 0.1 (1.9) 07 12
CNY 6.4688 0.1 02 (1.1) 12 77

Equity & Other indices (A %)

Dow 34,889 (0.3) 0.9 12 36 310
FTSE 7125 0 0.3 (0.1) 34 153
DAX 15,790 0 18 06 36 244
NIKKE 28,718 0.5 0.3 (0.8) (3.5) 274
Shanghai Comp 3,567 0.5 10 (0.6) 5.0 44
SENSEX 52,770 08 (0.2) 06 8.7 464
Brent (US$/bbl) 76.49 18 26 52 20.1 783
Gold (US$/oz) 1,808 0.1 06 (3.7) 36 (0.1)
CRB Index 559.3 04 13 (0.7) 9.2 537
Rogers Agri Index 1,037.1 0.2 15 (4.1) 76 52.0
LIBOR (3M)* 0.13 0 0 1 (5) (14)
INR 5Y Swap* 5.80 0 2 14 13 54
India Fll data (US$ mn) 12 Jul 9 Jul WTD MTD CYTD FYTD
Fll-Debt (68.6) 108 (68.6) (72.9) (3,239.7) (1,212.5)
Fll-Equity (65.9) (134.4) (65.9) (350.3) 77338 4075

Source: Bloomberg, Bank of Baroda Research | *Indicates change in bps | * 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
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