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Macro developments

*  The Bimal Jalan Committee on Economic Capital Framework (ECF) Aditi Gupta | Sameer Narang
recommended that realised gains can be distributed while unrealised gains chief.economist(@bankofbaroda.com

cannot be (Rs 7tn as on 31Jun’18). Realised gains have been referred as

Contingent Risk Buffer and recommended at 5.5% to 6.5% of RBI’s

balance sheet. The surplus distribution policy will target only realised equity

in the range of 6.5-5.5% and net surplus thereafter to be distributed.

= As per recommendation of Jalan Committee, RBI’s Central Board decided

to transfer Rs 1.76tn to the government comprising Rs 1.23tn surplus and
Rs 526bn of excess provisions (5.5% of balance sheet) identified as per
ECF. This is nearly twice the amount estimated in the Budget. Out of Rs
1.76tn, Rs 280bn has been transferred as interim dividend by RBl in

Feb9. The amount will help the government meet its FY20 capex target
of Rs 3.38tn.

= Germany’s Ifo business climate index fell from 95.8 in Jul'19 to 94.3 in
Aug'19. The decline was led by manufacturing (-6.1) and trade (-2.4).
Morale of services sector too deteriorated sharply (13 vs 18 in Jul'19).
Future business index reflects pessimism across the board, with confidence

in manufacturing sector at levels last seen during crisis of 2009.

Markets

*  Bonds: Global yields closed mixed amidst varied macro signals. US 10Y
yield closed stable (1.54%). Crude prices fell by (-) 1.1% (US$ 59/bbl).
India’s 10Y yield declined by (-) 9bps (6.48%) supported by government’s
economic measures. |t is trading further lower at 6.43% today on account

of higher surplus transfer by RBI.

= Currency: Barring AUD, other global currencies closed lower. DXY rose by
0.5% as US-China worked on solving their trade dispute. CNY fell by (-)
0.8% to an 11-year low. INR fell by (-) 0.5% to the lowest since Nov'18. It

is trading higher today while other Asian currencies are trading mixed.

= Equity: Global indices closed mixed. Dow rose by 1.1% as President Trump
indicated resumption in US-China trade talks. Sensex too rose (2.2%),
supported by domestic measures and is trading further higher today.

Following global cues, Asian markets are also trading higher.
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FIG1- MOVEMENT IN KEY GLOBAL ASSET CLASSES
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Particulars Current 1D W M 3M 12M
10Y yields (A bps)

us 1.54 0 @) (54 79 (13n
UK 0.48 0 1 @n (48) (80)
Japan (0.26) 3 @ (12) 0 (36)
Germany (0.67) 1 @ 29 (52) (104)
India 6.48 (&) an @ 9 (141
China 3.05 @) 3 (12 B0 (59)
2Y yields (A bps)

us 1.54 1 M 3D (63) (1o
UK 0.45 0 @ @ 19 @27
Japan (0.3D @) @ (10) (16 (20)
Germany (0.90) 0 0 (15) 25) 32
India 575 S) (10) (39 (80) (178)
Chinat#t 2.58 m 6 0 @ 29
Currencies (A %)

EUR 1m02 (0.4) 0.2 (0.2 0.8) 4.9
GBP 1.2217 (0.4) 0.8 (1.3) (3.6 52
JPY 106.12 0.7 0.5 2.4 31 4.5
AUD 0.6775 0.3 0.2 (2.0) @n (7.8)
INR 72.02 (0.9 (0.8) (4.5) (3.6 2.7
CNY 71512 0.8) 1.4 39 37 (4.9
Equity & Other indices (A %)

Dow 25,899 11 (0.9) (4.8) 2.2 0.6)
FTSE 7,095 (0.5 (1.3 (6.0) 2.4 ©.9)
DAX 11,658 0.4 (0.9) (X)) B4 7.0
NIKKEI 20,261 Q2 (1.9 (6.5) 4.4 (.
Shanghai Comp 2,864 1.2 (0.7 2.7 (1.0) 3.0
SENSEX 37,494 2.2 0.2 1.0) (55 (€X)]
Brent (US$/bbD) 58.70 an a7 7.5 (16.3) (23.0)
Gold (US$/02) 1,527 0 2. 7.6 18.8 26.1
CRB Index 3919 (0.2) 1.2 (€35)] en (CR))
Rogers Agri Index 684.1 0.5 0.6 (6.8) (8.3) (12.6)
LIBOR BM)* 214 1 M 12 (38) a7
INR 5Y Swap* 6.16 an 14) (46) (68) (139)
India Fll data (US$ mn) 23 Aug 22 Aug WTD MTD CYTD FYTD
FlI-Debt (162.6) 363.0 7353 989.2 3,643.1 3,098.5
Fll-Equity (255.0) (179.9) (675.0) (1,769.7) 7,634.9 789.7

Source: Bloomberg, Bank of Baroda | *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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