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Macro developments

ADB has revised its growth forecast downward for India to 6.5% from 7.2%
earlier in FY20. This was in line with slowdown observed globally. However,
India will continue to be one of the fastest growing economies. Recent
government announcements such as corporate tax cut, bank
recapitalisation and liquidity support to NBFCs will stimulate private

investment including FDI and pave way for a cyclical growth recovery.

Germany’s Ifo business climate index inched up in Sep™9 to 94.6 from
94.3in Aug'19. This was driven by improvement in business conditions of
the services sector. Manufacturing and trade companies continue to assess

their current and future positions weak. As a result, Ifo expectation index

deteriorated further to 90.8 vs 91.3 in Aug'9.

Amidst trade war worries, US consumer confidence registered the sharpest
drop in over 9 months to 125.1in Sep”9 from 134.2 in Aug’19. The waning
consumer confidence poses a serious risk to growth. The drop can also be
attributed to uncertainty and volatility in the global economy. Even the

present situation index took a hit, dropping to 169 in Sep”19 (176 in Aug’19).

Markets

Bonds: Except India and China, global yields closed lower. Trump’s criticism
on China’s trade practices, impeachment enquiry on US president and
Brexit uncertainties impacted investor sentiments. US 10Y yield fell by (-)
8bps (1.65%) over weaker consumer confidence print. Crude prices fell by
(-)2.6% (US$ 63/bb). India’s 10Y yield rose by 3bps (6.78%) over
concerns of higher borrowing in H2. It is trading at 6.77% today.

Currency: Except INR and CNY, other global currencies closed higher.
DXY fell by (-) 0.3% amidst political uncertainty in the US and re-
emergence of trade friction between US and China. INR depreciated by (-
) 0.1%. In line with other Asian currencies, INR is trading lower today.

Equity: Global indices closed mixed over weaker data from US, Germany
and UK’s court ruling the suspension of parliament as unlawful. Both Dow
and FTSE fell by (-) 0.5% each, followed by Dax (-0.3%). Following global

cues, Sensex is trading lower today in line with other Asian stocks.
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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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2Y yields (A bps)
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Currencies (A %)

EUR 11020 0.2 (0.9 amn (€N (6.3)
GBP 1.2487 0.5 0D 1.8 (1.6) (5.3)
JPY 107.07 0.4 1.0 1.6) 0.1 52
AUD 0.6801 0.4 (0.9) 0.7 2.3 6.2
INR 71.02 0.0 11 0.9 (2 23
CNY 7.1164 0] (0.3 (0.3) (€X) (3.6)
Equity & Other indices (A %)

Dow 26,808 (0.9 a.n 4.6 1.0 1.2
FTSE 7,291 (0.9 (0.4) 2.8 (1.8) 2.9)
DAX 12,307 (0.3) (0.5 6.0 0.6 (0.5
NIKKE* 22,099 0.1 0.4 6.7 4.3 7.7
Shanghai Comp 2,985 0.3 0.2 3.0 0.1 7.3
SENSEX 39,097 0 7.2 6.5 0.9 6.7
Brent (US$/bbl) 63.10 2.6) 2 6.3 3.0 229)
Gold (US$/02) 1,532 0.6 2.0 0.3 7.6 275
CRB Index 3859 0.0 0.2 a7 6.1 7.4
Rogers Agri Index 702.3 [(OR))] 0.3 3.0 7.7 (8.8)
LIBOR (3M)* 2M 3 ©) @ @n @n
INR 5Y Swap* 6.32 @) ) 6 (30) 47
India F1l data (US$ mn) 23 Sep 20 Sep WTD MTD CYTD FYTD
Fll-Debt (61.0) 68.4 (61.0) 15.4 4,362.6 3,817.9
Fll-Equity 3954 83.5 3954 (375.2) 6,830.9 14.3)

Source: Bloomberg, Bank of Baroda | *Indicates change in bps | #1Y yield as on 17 Sep 2019
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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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