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Macro developments

= According to news reports, state governments are expected to suggest
measures to help curtail lower prices that arise due to surplus stock of
sugar. The cabinet has already hiked the ethanol price for ‘C’ and ‘B’ heavy
molasses which will be procured by state oil marketing companies.
Previously, the central government had also approved export subsidy to the

tune of Rs10,448/mt to sugar mills.

= USISM manufacturing PM fell for the first time in 3 years to 49.1in
Aug19 vs 51.2 in Jul19. The sharp fall was led by decline in new orders (47.2
vs 50.8 in Jul19), in particular new export orders (lowest since Apr'09),
and job cuts (47.4 vs 51.7). This indicates manufacturing sector growth

continues to remain worrisome, thereby adding fuel to recession woes.

* Reserve Bank of Australia kept its policy rate unchanged at a historic low of
1%, after two consecutive rate cuts (25bps each). Global trade disputes and
lower domestic consumption continue to weigh on growth outlook.
Separately, GDP growth in Australia slowed to a 10 year low at 1.4% in
Q2CY19 on a YoY basis (1.7% in Q1) led by weaker consumer spending.

Markets

*  Bonds: Global yields closed lower as fear of recession aggravated with
contraction in US ISM manufacturing index. UST0Y yield fell by (-) 4bps
(1.46%). Crude prices fell by (-) 0.7% (US$ 58/bbl) as US-China trade
tensions continued. India’s 10Y yield also fell by (-) 4bps (6.52%) as 25-
quarter low growth in Q1FY20 raised hopes of additional stimulus
measures. It is trading at 6.51% today.

= Currency: Global currencies closed mixed. While CNY and INR closed
lower, EUR closed flat. DXY rose by 0.1%. INR depreciated by (-) 0.7% to
its weakest since Nov'18, on the back of weak GDP and manufacturing

data. It opened higher today in line with other Asian currencies.

= Equity: Barring Shanghai Comp and Nikkei, other global indices closed
lower. Weak PMI data from the US, implementation of higher tariffs on
Chinese goods, and rising political tensions surrounding Brexit, dragged
investor sentiments down. However, Asian markets are trading higher

today, while Sensex is trading lower.
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FIG1- MOVEMENT IN KEY GLOBAL ASSET CLASSES

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

us 1.46 @ m (25) 67 (144)
UK 0.41 m (10) an (50) (102)
Japan (0.28) @) @ ® (18) 4n
Germany (0.71 0 m (19 (50) (106)
India 6.52 @ M 13 50 (154)
China 3.07 m 2 0 a7n (59)
2Y yields (A bps)

us 1.45 ) @) 12 (43) (120)
UK 0.33 0 ©) (10) @7 4n
Japan (0.29) 1 1 (€©) (10) (18)
Germany (0.9M 2 3 (10) @7 (33)
India 5.68 an © 29 73) (216)
Chinat#t 2.58 0 0 6 6 (26)
Currencies (A %)

EUR 1.0974 0 1.0) 2.0) 2.5 52
GBP 1.2081 01 a7 (0.9 4.9 (6.0)
JPY 105.94 0.3 (0.2 0 2.0 49
AUD 0.6760 0.7 01 0.1 (3.3) (5.8
INR 72.39 1.4 (1.3 2.3 (4.5) amn
CNY 7.1789 (0.0 0.2 (1.8 (39 4.9
Equity & Other indices (A %)

Dow 2618 an 13 1.6 31 0.6
FTSE 7,268 (0.2 2.5 0.6 0.7 2.5
DAX 1,9M 0.4 1.5 22 (0.9 (2.5
NIKKEI 20,625 0 0.8 (0.5 11 (CA))
Shanghai Comp 2,930 0.2 1.0 39 2.4 6.5
SENSEX 36,563 @n 29 (0.4 (8.8) (4.2)
Brent (US$/bbD) 5826 0.7 @.n 2.6 (6.0) (25.5)
Gold (US$/02) 1,547 1.2 0.3 5.7 16.7 29.8
CRB Index 386.4 0.2 (0.9 33 (7.0) (6.0)
Rogers Agri Index 676.9 (0.9 (0.9 (4.5) (10.3) (13.9)
LIBOR BM)* 214 1 2 @) (€2} (19
INR 5Y Swap* 6.06 (10) 12 (50) (59) (142)
India Fll data (US$ mn) 30 Aug 29 Aug WTD MTD CYTD FYTD
FlI-Debt 82.7 102.2 604.0 1,593.2 42472 3,702.5
Fll-Equity 80.1 (8710 (428.8) (2,198.9) 7,206.1 360.9

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

Yy O O

For further details about this publication, please contact:

Economics Research Department
Bank of Baroda

chief.economist(@bankofbaroda.com
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