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Macro developments

Central government’s fiscal deficit reached Rs 6.5tn in H1FY20 vs
FY20BE of Rs 7tn. Centre’s gross tax revenue growth eased to 4.1% vs
10.1% in H1FY19, owing to slowdown in direct tax collections (5.2% vs
16.9%). Expenditure growth however remained robust (14.1% vs 13.5%),
driven by both revenue spending (14% vs 13.8%) & capex (15.3% vs 11.1%).

Output of eight core industries contracted by (-) 5.2% in Sep’19 from 0.1%
in Aug19, as 7 out of 8 sectors witnessed negative growth. Sharpest drop
was seen in the output of coal and refinery products at (-) 20.5% (-8.6% in
Aug19) and (-) 6.7% (2.6% in Aug19) respectively. On a cumulative basis,
the index rose at a slower pace by 1.3% in HIFY20 vs 5.5% in H1FY19.
Going ahead, we expect a dismal growth in IIP and the weakness is likely to

result in lower GDP growth for Q2FY20.

BoJ kept its policy rate unchanged at (-) 0.1%, due to uncertainty over
inflation remaining below 2% target. Inflation forecast for FY20 was also
lowered to 0.5% from 0.8% earlier. BoJ in its forwards guidance has kept
space for accommodation to maintain price stability. In a separate print,
industrial production rose by 1.4% in Sep19 vs (-) 1.2% in Aug19, driven by

growth in conveyors and semi-conductor manufacturing equipment.

Markets

Bonds: Global yields closed lower amidst weaker data print from China
(PMI) and uncertainty over US-China trade deal. US 10Y yield fell by 8bps
(1.69%) post Fed’s policy decision and awaiting payroll numbers. Oil prices
fellby (-) 0.6% (US$ 60/bbl) as demand concerns still persist. India’s 10Y
yield fell by 2bps (6.65%) and is trading lower at 6.63% today.

Currency: Global currencies closed mixed. DXY fell by (-) 0.3% as
uncertainty remained over future rate cuts by Fed. EUR closed unchanged
after Euro Area GDP rose by 0.2% in Q3 against est. of 0.1%. INR closed

flat. It is trading lower today while other Asian currencies are trading mixed.

Equity: Barring Nikkei and Sensex, other global indices closed lower as
doubts emerged over US-China trade deal. FTSE gained the most (1.1%)
followed by Dow (0.5%). Sensex ended in green (0.2%) led by tech and real

estate stocks. It is trading higher today; while Asian stocks are trading lower.
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FIG1- MOVEMENT IN KEY GLOBAL ASSET CLASSES

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

EUR 1152 0 0.4 23 0.6 .2)
GBP 12942 0.3 0.7 53 6.7 (0.5)
JPY 108.03 0.8 0.5 0 (0.6) 4.2
AUD 0.6894 (0.0 11 2/ 14 43
INR 70.93 0 0.1 ) Q@7 34
CNY 7.0391 0.2 0.4 15 Q.0 an
Equity & Other indices (A %)

Dow 27,046 (0.5) 0.9 0.5 17 6.6
FTSE 7,248 an an 2.2) 4.4 1.9
DAX 12,867 (0.3) 0 35 5.0 12.2
NIKKE| 22,927 0.4 0.8 5.4 6.4 57
Shanghai Comp 2929 (0.3) 0.4) 0.8 0.7 124
SENSEX 40,129 0.2 2.8 38 8.4 16.5
Brent (US$/bb) 60.23 (0.6) 2.3) 0.9 0.4 (17.4)
Gold (US$/0z) 1513 12 0.6 2.8 47 227
CRB Index 389.5 0.4 0.4) 0.5 €D (6.8)
Rogers Agri Index 7289 0.2) 0.2 23 24 6.9
LIBOR BM)* 191 @ (©)] (18) (38) 67
INR 5Y Swap* 6.54 1 ® 16 © )
India FIl data (US$ mn) 30 Oct 29 Oct WTD MTD CYTD FYTD
FIl-Debt 67.4 285.3 3526 564.2 45376 3,993.0
FIl-Equity 1,069.8 (57.5) 1284.6 1,781.0 9,941.8 3,096.6

Source: Bloomberg, Bank of Baroda | %7.26% GS 2029 | *Indicates change in bps | #1Y yield
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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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