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Macro developments

*  RBl has stated that the second wave of Covid-19 has far reaching impact Jahnavi | Sameer Narang
on aggregate demand, especially with respect to loss of mobility, chief.economist@bankofbaroda.com

discretionary spending and employment. It has further stated that the

impact of new infections should be U shaped on various sectors. However,

the loss of momentum will not be as severe as seen in the first wave. Our

economic activity tracker has also seen a dip of 19% as of 14 May 2021

against 3% decline in Mar’21.
= US housing starts fell by 9.5% in Apr'21 on a MoM basis versus 19.8%

increase in Mar'21. Labour shortage has resulted in supply disruptions and
increase in lumber prices (89.7% YoY), which in turn has led to increase in

home prices. Building permits rose only marginally by 0.3% in Apr'21
versus 1.7% in Mar’21.

= Euro Area GDP contracted by 0.6% in Q1CY21 on a QoQ basis, in line
with the initial estimate. In Q4CY20, GDP declined by 0.7%. Except
France, GDP growth declined in all major economies in the region.
Separately, Euro Area’s trade surplus from ROW narrowed to € 15.8bn in
Mar’21 from € 29.9bn in Mar’20. While exports rose by 8.9% in Mar'21,

imports rose more sharply by 19.2% in the same period.

Markets

= Bonds: Global yields closed mixed. US 10Y yield fell by Tops (1.64%) as US
housing data fell more than expected and investors await Fed minutes. UK
10Y yield closed stable ahead of CPI data. Crude prices fell by 1.1% (US$
69/bbl) on concerns of muted demand. India’s 10Y yield closed stable at
5.98%. It is trading at 5.97% today.

= Currency: Global currencies closed higher against the dollar. DXY fell by
0.5% to a 5-month low ahead of FOMC meeting minutes. GBP rose by
0.4% as UK’s unemployment rate eased between Jan-Mar'21. INR gained
0.2% to its highest since Mar’21 supported by lower oil prices. It s trading

further higher today, in line with other Asian currencies.

= Equity: Global indices ended mixed. Dow fell by 0.8% led by weaker data
print (US housing starts). Sensex rose by 1.2% led by drop in fresh cases of
Covid-19 and was further supported by gains in auto stocks. It is trading

higher today while other Asian stocks are trading lower.
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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 1.64 m 2 6 32 95
UK 0.87 0 4 10 25 62
Japan 0.09 0 1 0) 0 8
Germany (0.10) 1 6 16 25 36
India 5.98 0 3 an (&) 20
China 313 m 0 @ (13) 39
2Y yields (A bps)

usS 0.15 0 m m 3 @
UK 0.09 0 2 S 13 "
Japan (0.13) 0 0 m @ 3
Germany (0.64) 1 2 5 5 3
India 4.35 1 m @7 N a7
China 2.40 0 ©) 16) 7 15
Currencies (A %)

EUR 1.2222 0.6 0.6 2.0 1.0 1.9
GBP 1.4189 04 0.3 2.6 2.1 15.8
JPY 108.90 0.3 (0.3) [(OR)) @7 amn
AUD 0.7792 04 (0.6) 0.7 04 19.2
INR 73.04 0.2 04 1.8 (0.9 34
CNY 6.4257 0.2 0.1 1.5 0.5 9.5
Equity & Other indices (A %)

Dow 34,061 (0.8) (0.6) 0.4 8.1 407
FTSE 7,034 0 1.2 0.2 4.2 17.2
DAX 15,387 [(OR)) 1.8 (0.9 94 389
NIKKEI 28,407 2.1 0.7 4.3) (6.8) 39.0
Shanghai Comp 3,529 0.3 2.5 3.0 4.0) 217
SENSEX 50,193 1.2 2.1 2.8 3.7 66.2
Brent (US$/bbl) 68.71 an 0.2 29 8.5 98.3
Gold (US$/02) 1,869 0.1 1.7 52 4.2 7.
CRB Index 542.1 0.6 (0.9 52 13.8 473
Rogers Agri Index 1,065.8 05 43) 77 13 60.6
LIBOR (3M)* 0.15 m m &) @ 22)
INR 5Y Swap* 576 4 14 16 19 63
India FlI data (US$ mn) 17 May 14 May WTD MTD CYTD FYTD
Fll-Debt 20.8 16.6 20.8 275.4 2,16.9) (89.7)
Fll-Equity (185.3) (338.3) (185.3) (965.9) 4,871.2 (2,4551

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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