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Macro developments

India’s trade deficit narrowed to US$ 14.5bn in Jan’21 from US$ 15.4bn in Aditi Gupta | Sameer Narang
Dec’20. Export growth rose to 6.2% from 0.1% led by engineering goods chief.economist(@bankofbaroda.com
and agricultural products. Import growth decelerated to 2% from 7.6%, as

oil imports fell. Non-oil-non-gold imports were stable at US$ 28.6bn.

Trade deficit is expected to rise to US$ 165bn in FY22 from US$ 95bn in

FY21 as economic activity picks up.

Euro Area’s industrial production fell by 1.6% in Dec’20 following 2.6% rise
in Nov'20. This was led by a 3.1% decline in production of capital goods and
0.6% dip in non-durable goods. Separately, Japan’s industrial production
fell by 1% in Dec’20 after remaining flat (0%) in Nov’20. Mining and
manufacturing activity fell by 1% following 0.5% dip in Nov'20, led by fall in

production of electrical machinery, I&CE equipment and motor vehicles.

Reserve Bank of Australia’s minutes highlighted that growth and
employment are expected to reach their pre-pandemic levels in CY21, ~6-
12 months earlier than previously anticipated. In the baseline scenario,
unemployment rate would decline to 6% by CY21, before reaching around
5.25% by mid CY23. However, muted wage growth would keep inflation
below target of 2% even till the middle of CY23.

Markets

Bonds: Global yields closed higher on hopes of economic recovery amidst
vaccine rollout. 10Y yields in UK and Germany rose the most by Sbps.
Crude prices rose by 1.4% (US$ 63/bbl) due to supply disruption in the US
and tensions in the Middle East. India’s 10Y yield rose by 3bps (6.02%) as
WPI rose more than expected in Jan'21. It is trading at 6.04% today.

Currency: Except CNY and JPY, other global currencies closed higher. Risk
sentiment improved on the back of vaccine rollouts and US fiscal stimulus.

DXY held steady near a 2-week low. INR rose by 0.1%. It is trading further

higher today in line with other Asian currencies.

Equity: Global indices ended higher led by optimism over global recovery.
Nikkei (1.9%) climbed the 30,000 -mark for the first time in over 30-years
as Japan’s GDP growth was better than expected. Sensex (1.2%) started the
week on positive note led by firm global cues. Banking and power stocks

rose the most. It is trading higher today, in line with other Asian indices.
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FIG1- MOVEMENT IN KEY GLOBAL ASSET CLASSES
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Particulars Current 1D 1w ™ 3M 12M
10Y yields (A bps)

usS 1.21 4 4 12 30 (38)
UK 0.57 5 10 28 22 @)
Japan 0.08 1 1 4 6 "
Germany (0.38) 5 6 16 16 2
India 6.02 3 @ 7 14 (37
China 3.24 1 0 9 3 35
2Y yields (A bps)

usS on 0 0 @ (@] 132)
UK (0.03) 0 0 10 m (58)
Japan ©0.12) 0 0) 0 i 2
Germany (0.70) 1 2 3 3 @
India 4.58 0 ) " 48 mn
China 2.65 (©)) (©)) 37 18) 42
Currencies (A %)

EUR 1.2129 0.1 0.7 04 2.3 1.9
GBP 1.3903 04 1.2 2.3 5.3 6.9
JPY 105.38 0.4 [(OR)) (1.9) (0.8) 4.1
AUD 0.7781 0.3 1.0 1.0 6.3 15.9
INR 72.69 0.1 04 0.5 2.6 2.0
CNY 6.4583 0.4 02 0.3 1.9 7.5
Equity & Other indices (A %)

Dow 31,458 0.1 0.2 2.1 5.0 7.0
FTSE 6,756 25 3.6 0.3 5.2 (CA))
DAX 14,109 04 04 2.3 7.4 24
NIKKEI 30,084 1.9 24 5.5 16.1 27.9
Shanghai Comp 3,655 1.4 35 2.5 9.2 22.5
SENSEX 52,154 1.2 1.6 6.4 201 27.0
Brent (US$/bbl) 63.30 14 45 14.9 44.5 9.8
Gold (US$/02) 1,819 (0.3) 0.7 (0.9 3.7 15.0
CRB Index 470.1 0.7 1.3 3.6 1.9 17.2
Rogers Agri Index 9413 03 03) 19 147 27.8
LIBOR (3M)* 0.19 0 0 (©)) 3 (150)
INR 5Y Swap* 5.96 6 10 37 83 (44)
India FIl data (US$ mn) 12 Feb 11 Feb WTD MTD CYTD FYTD
Fll-Debt 36.7 (18.8) (28.0) (49.0) (547.3) (4,640.9)
Fll-Equity (234.9) 140.7 916.4 3,184.7 5,163.0 35,138.7

Source: Bloomberg, Bank of Baroda | *Indicates change in bps | Markets in China and US were closed on 15 Feb 2021
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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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