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Macro developments

Outlook on India’s long-term foreign currency Issuer Default Rating (IDR)
has been revised to ‘negative’ from ‘stable’ by Fitch ratings, while
maintaining rating at ‘BBB-". This is on account of COVID-19 pandemic
hurting growth and concerns over high public debt burden. Fitch estimates

FY21 GDP to contract by 5% before rebounding to 9.5% in FY22.

ADB estimates India’s GDP growth to contract by 4% in FY21 due to the
COVID-19 pandemic. While exports and investment remain weak,
unavailability of migrant workers even after lockdown restrictions are lifted
will also impact growth. However, growth is expected to rebound to 5% in
FY22. Developing Asia is expected to grow by only 0.1% in CY20, due to

weak global demand and disruptions in economic activity.

Bank of England (BoE) in its latest policy kept bank rate unchanged at
0.1%. However, it pumped in £ 100bn liquidity through its quantitative
easing program (QE), taking the total quantum to £ 745bn. It sounded
more upbeat on growth estimates, which were projected to be lower by

20% as against its earlier forecast of 27% contraction.

Markets

Bonds: Apart from UK and China, global yields closed lower due to fear of
second wave of COVID-19 infection. US 10Y yield fell by 3bps (0.71%) as
Jjobless claims were higher than expected. Crude prices fell by 0.1% (US$

41/bbl). India’s 10Y yield fell by 3bps (5.98%) amidst expectation of
stimulus from RBI. It is trading flat today.

Currency: Except INR (flat) and JPY, other global currencies closed lower
against the dollar. DXY rose by 0.3% on concerns over rising COVID-19

cases globally. AUD fell by 0.5% as Australia’s unemployment rate rose to
a19-year high at 7.1% in May’20. INR is trading further lower today, while

other Asian currencies are trading higher.

Equity: Barring Shanghai Comp and Sensex, other global indices ended
lower amidst the resurgence of COVID-19 cases in China. Dax (0.8%)
declined the most followed by FTSE (0.5%). Sensex rose by 2.1% led by
positive developments over Supreme Court’s ruling on AGR dues. Strong
gains were seen in banking stocks. It is trading higher today while Asian

stocks are trading mixed.
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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 0 3 0 8 0 37)
UK 0.22 4 1 3 23) (65)
Japan 0.01 m m 1 m 13
Germany (0.44) @ 0 9 2 (20)
India 5.98 3 m 19 (@Z5)] (96)
China 290 0 ll 15 14 43)
2Y yields (A bps)

usS 0.19 0 m 4 a7 (168)
UK (0.09) 2 0 @ (€D (65)
Japan (0.16) 1 @ @ 0 3
Germany (0.67) 1 @ 7 23 3
India 4.35 (@) © an (102) (184)
China 1.96 m ©) 75 3 74)
Currencies (A %)

EUR 11206 (0.3) (0.8) 4.6 13 0.9
GBP 1.2424 (0.8) 1.4 4.0 27 0.6
JPY 106.81 0.2 0.1 (0.3) .4 11
AUD 0.6852 (0.5 0 79 131 1.0
INR 76.15 0 (0.59) 0.6) 249 (8.8)
CNY 7.0892 [(OR)) (0.3) 0.2 .4 Q4
Equity & Other indices (A %)

Dow 26,080 0.2 3.8 8.8 27.6 1.3)
FTSE 6,224 (0.5 24 4.6 7.7 (17.6)
DAX 12,281 (0.8) 2.6 13.8 36.3 1.4
NIKKEI 22,355 0.4 (0.5 7.5 26.6 1.9
Shanghai Comp 2,939 0.1 0.6 0.8 3.6 0.1
SENSEX 34,208 2.1 2.0 6.9 59 4.7
Brent (US$/bbl) 40.65 [(OR)) 54 222 322 (34.8)
Gold (US$/02) 1,725 (0.3) 1.6 amn 13.9 28.8
CRB Index 364.3 (0.5 1.3) 04 4.3) m.7
Rogers Agri Index 671.5 0.4 2.0 2.1 3.0 2.7
LIBOR (3M)* 0.32 1 1 ©) 57 (210)
INR 5Y Swap* 5.20 @ 7 2 (46) as7)
India Fll data (US$ mn) 17 Jun 16 Jun WTD MTD CYTD FYTD
Fll-Debt (62.4) (67.6) (151.8) (434.9) (14,490.2) (4,730.7)
Fll-Equity 102.0 (195.0) (443.0) 2,486.7 (2,427.8) 41751
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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