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Macro developments

RBI’s working group on Liquidity Management Framework has suggested Sonal Badhan | Sameer Narang
to continue with the corridor system (call: target rate, repo: policy rate). chief.economist(@bankofbaroda.com
This would require system liquidity to be in a small deficit of 0.25-0.5% of

NDTL. However, framework should be adaptable to surplus liquidity

situations. It has also recommended introduction of longer-term repo

operations up to one-year for durable liquidity management.

UNCTAD estimates India’s GDP growth at 6% in CY19, a 7-year low from
7.4% in CY18, led by lower tax collections and cut in public spending due to

fiscal consolidation. Growth in China is also expected to be lower at 6.1% vs
6.6% in CY18. Global growth is expected to fall to 2.3% from 3% in CY18,

driven by trade tensions, Brexit uncertainty and weak demand.

Central Banks of both Mexico and Philippines reduced their policy rates by
25bps to 7.75% and 4% respectively. Both decisions were driven on
account of subdued inflation, credit crunch, and faltering growth.
Additionally, BSP has lowered is inflation forecast for CY19 to 2.5% from
2.6% earlier. In Q2CY19, Philippine’s GDP growth had slowed to 5.5% —
lowest since CY15, while Mexico’s GDP rose by mere 0.1%.

Markets

Bonds: Except Japan and China, global yields closed lower on account of
slowdown worries. US 10Y yield fell by 4bps (1.69%) amidst dismal business
investment print. Crude prices rose by 0.6% (US$ 63/bbl). India’s 10Y
yield fell by (-) 4bps (6.72%) awaiting the release of RBI’s report on
liquidity management framework. It is trading higher at 6.75% today.

Currency: Global currencies closed mixed. EUR depreciated by (-) 0.2%
due to continued weakness in Euro Area. GBP also fell by (-) 0.2% on the
back of the political crisis in UK. DXY rose by 0.1%. INR rose by 0.2%. INR

is trading weaker today, while Asian currencies are trading mixed.

Equity: Barring Dow and Shanghai Comp, global indices closed higher.
Dow fell by (-) 0.3% on the back of political uncertainty which outweighed
the developments over US-China trade deal. However, Sensex rose (1%)
led by cap goods and banking stocks. It was further supported by DIl inflows
of Rs 3.4bn. Itis trading higher today; while Asian stocks are trading mixed.
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FIG1- MOVEMENT IN KEY GLOBAL ASSET CLASSES

Particulars Current 1D W M 3M 12M
10Y yields (A bps)

us 1.69 @ © 16 32 (136)
UK 0.52 (@) 12 4 (30) (108)
Japan (0.25) 1 3 2 an 37N
Germany (0.58) M & 8 (26) am
India 6.72 @ 8 24 (18) (13n
China 3.4 2 3 8 (13) (50)
2Y yields (A bps)

us 1.66 (@) & 12 © a7
UK 0.44 m & M (16 39
Japan (0.33) 1 @ M 12 @2n
Germany (0.75) @) 3 15 m 26)
India 5.79 0 5 4 G0 (207)
China 2.56 2 2 3 & (42)
Currencies (A %)

EUR 1.0921 (0.2) an (1.6) 39 62
GBP 12328 (0.2) (1.6) 0.9 2.7 5.7
JPY 107.83 ((CR)] 0.2 (1.6) 0 49
AUD 0.6749 0 0.6 0.4 37 ©.4)
INR 70.88 0.2 0.6 1.6 2.6 2.4
CNY 71326 0 (0.9) 03 37 3.9
Equity & Other indices (A %)

Dow 26,891 (0.3) 0.8 3.8 14 17
FTSE 7,351 0.8 (0.0 3.7 0.7 2.6
DAX 12,289 0.4 (1.4) 54 01 (1.2
NIKKEI* 22,048 01 0 8.8 33 7.3
Shanghai Comp 2,929 (0.9 2.3) 23 23 49
SENSEX 38,990 1.0 8.0 4.0 (1.9 7.3
Brent (US$/bbD) 62.74 0.6 2.6 6.9 (5.7 (232
Gold (US$/02) 1,505 0 0.4 1.5) 6.7 27.2
CRB Index 3874 0.4 0.9 a.n 5.2 7.0
Rogers Agri Index 703.5 01 0.3 2.8 7.3) (8.5
LIBOR BM)* 210 m (©)] @) 22) (30)
INR 5Y Swap* 6.31 0 @ 15 43) (150)
India Fll data (US$ mn) 25 Sep 24 Sep WTD MTD CYTD FYTD
FlI-Debt 10.3 6.7 (77.3) 991 4,346.3 3,801.6
Fll-Equity (49.6) (105.4) 240.4 (530.3) 6,675.8 (169.4)

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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