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Macro developments

= RBI bought record US$ 18.6bn in the spot market (net) in Jun'21 compared with Dipanwita Mazumdar | Sameer Narang
US$ 5.8bn purchase in May’21. In Q1FY22, RBI has bought US$ 28.7bn in the chief.economist@bankofbaroda.com
spot market versus sale of US$ 1.4bn in Q4FY21. In the forwards market, RBI
sold US$ 10.1bn in Jun'21 versus sale of US$ 5.1bn in May’21. RBI’s net
outstanding forward position stands at US$ 49.6bn as of Jun’21.

=  Retail sales in the US dropped more than expected by 1.1% in Jul'21 (est.: 0.3%
decline) and against 0.7% increase seen in Jun’21. This was led by renewed

inflationary concerns. Core retail sales also fell by 1% from 1.4% increase in
Jun’21. In a separate print, industrial production in the US rose by 0.9% (est.:
0.5%) and against 0.2% in Jun’21. This was led by manufacturing (1.4%
increase versus 0.3% decline) and mining (1.2% versus 0.5%) activities.

= As against expectations (0.5%), Reserve Bank of New Zealand delayed hiking
the official cash rate (OCR), keeping it unchanged at 0.25%. This was in view of
fresh Covid-19 cases in the country and current lockdown restrictions. However,
official projections indicate that the OCR will be hiked at least once in CY21. A
hike is impending in light of faster inflation and strong labour market. In
Q2CY21, annualised CPI was at 3.3% (highest since Jun’11), and is further
expected to inch up to 4.1% in Q3, much higher than RBNZ'’s target of 1-3%.

Markets

= Bonds: Except US and Germany (stable), global yields closed lower as rising
Covid-19 cases led to re-imposition of lockdown restrictions in Japan and New
Zealand. Muted demand in China also impacted investor sentiments. UK, Japan
and China’s 10Y yield fell by 1bps each. Crude prices fell by 0.7% (US$ 69/bbl).
India’s 10Y vyield fell by 1bps (6.24%).

= Currency: Global currencies closed lower against the dollar. DXY rose by 0.5%
to a more than 3-month high supported by safe-haven demand and better than
estimated US industrial production data. AUD fell the most by 1.2% followed by
EUR which fell by 0.8%. INR also depreciated by 0.1% following global cues. 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 remain. Shanghai Comp (2%) and Dow (0.8%) fell the most, as weaker
than expected data from China impacted investor sentiments. Sensex rose by
0.4%, led by gains in tech and consumer durable stocks. It is trading further
higher today in line with other Asian stocks.

@2021 Bank of Baroda. All rights reserved
Important disclosures are provided at the end of this report. A
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Fig 1 — Movement in key global asset classes

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

us 1.26 0 ) 3) (38) 59
UK 0.56 1) 3) 6) 31) 34
Japan 0.02 (1) (1) (1) 7) (2)
Germany (0.47) 0 (1) (12) (37) (1)
India™ 6.24 (1) 0 2 26 28
China 2.88 1) 1 (7) (25) (10)
2Y yields (A bps)

us 0.21 0 (3) Q)] 6 7
UK 0.15 1 0 3 6 19
Japan (0.12) 1 (1) 1 1 (1)
Germany (0.74) 0 1 (5) 9) (8)
India® 417 2) (7) (12) (18) (10)
China 1.93 1) ®) 8) (46) (32)

Currencies (A %)

EUR 14710 (0.6) (0.1) (0.8) (42) (1.9)
GBP 13741 (0.8) (0.7) (02) (32) 38
JPY 109.60 (0.3) 0.9 0.4 (0.6) 4.)
AUD 0.7253 (12) (13) (2.0 (6.9) 0.1
INR 74.35 (0.1) 0.1 03 (1.8) 05
CNY 6.4863 (02) 0 (0.1) (0.9) 6.3

Equity & Other indices (A %)

Dow 35,343 (0.8) 02 19 38 272
FTSE 7,181 0.4 03 25 2.1 18.2
DAX 15,922 0 10 25 35 236
NIKKEI 27,424 (0.4) (1.7) 2.1) (35) 19.0
Shanghai Comp 3,447 (2.0) (2.4) (2.6) (2.3) (0.1)
SENSEX 55,792 0.4 23 5.0 112 48
Brent (US$/bbl) 69.03 (0.7) (2.3) (6.2) 05 518
Gold (US$/oz) 1,786 (0.1) 33 (14) (4.5) (10.8)
CRB Index 566.0 0.4 14 0.9 44 474
Rogers Agri Index 10923 (1.0) 17 3.4 25 52.7
LIBOR (3M)* 0.12 0 0 (1) (3) (13)
INR 5Y Swap* 5.80 ) ®) ®) 4 44
India Fll data (US$ mn) 13 Aug 12 Aug WTD MTD CYTD FYTD
Fll-Debt (20.8) (43.2) (78.6) (53.5) (3,306.7) (1,279.4)
Fll-Equity (15.3) 39.0 128 610.8 6,989.0 (337.4)

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

ECONOMICS RESEARCH 2 18 August 2021



di 3iTm asier
MACRO DAILY Bank of Baroda
> |

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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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

