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Macro developments

= As per news reports, government may propose a litigation settlement Aditi Gupta | Sameer Narang
scheme on the lines of Sabka Vishwas scheme. Under this, companies may chief.economist@bankofbaroda.com
be allowed to put an end to legacy tax disputes by paying 40-50% of the

tax demanded. As many as 0.5mn cases are pending amounting to Rs 7-

8tn. This will boost centre’s net revenue collections which are at Rs 9.8tn in

FYTD20 as against BE of Rs 19.6tn.

= USISM manufacturing PM fell to a 10-year low of 47.2 in Dec’19 from
48.1in Nov'19. Decline in new orders index (46.8 vs 47.2), led by new
export orders translated into contraction in production (43.2 vs 49.1) and
employment (45.1vs 46.6). Higher commodity prices and global trade
frictions remained key concerns. However, after signing of US-China trade

deal (phase 1), future business outlook remains optimistic.

= CPlinflation in Germany accelerated to a 5-month high of 1.5% in Dec’19
(est. 1.4%) from 1.1% in Nov'19. The increase was led by food prices which
rose by 2.1% vs 1.8% in Nov'19 and easing deflation in energy prices (-0.1%
from -3.7% in Nov'19). Despite the increase, inflation remains well below

ECB's target of 2%. For CY19, CPl inflation averaged just 1.4%.

Markets

= Bonds: Global yields closed mixed amidst tensions between US and Iran.
US 10Y yield fell by 9bps (1.79%) as ISM manufacturing index dipped to a
10-year low. Ol prices rose by 3.5% to USS 69/bbl. India’s 10Y yield rose a
tad by Tbps led by selling from foreign and private banks. It is trading higher
at 6.54% today.

= Currency: Except JPY and CNY, global currencies closed lower on the
back of geo-political tensions in Middle East. DXY was flat as US
manufacturing activity fell in Dec19. INR depreciated by (-) 0.6% as ol
prices rose. It opened at its lowest since Nov'19 today (72.05/%). Asian

currencies are also trading lower.

= Equity: Barring FTSE and Shanghai Com (flat), global indices closed lower
led by escalated tensions in Middle East. Dax (-1.2%) dropped the most
followed by Dow (-0.8%). Sensex (-0.8%) too ended in red driven by

subdued global cues. It is trading lower today in line with other Asian stocks.
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FIG1- MOVEMENT IN KEY GLOBAL ASSET CLASSES

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

usS 1.79 © (O] 7 26 (88)
UK 0.74 6) @ 7 30 (G
Japan 0.0 0 0) 1 20 3
Germany (0.28) 6) @ 7 31 (49)
India 6.52 1 1 5 an (93)
China 315 0 1 ) 0 1
2Y yields (A bps)

usS 1.52 &) ©) m 12 97
UK 0.55 m m 5 20 (20)
Japan 0.13) 0 0) 2 20 5
Germany (0.62) @ 1 1 16 @
India 5.75 @ @) 39 il (109)
China 2.28 ©) 0 (39) @7 4n
Currencies (A %)

EUR 1.1161 [(OR)) 0D 0.7 1.7 @n
GBP 1.3083 (0.9 0 0.7 6.1 2.8
JPY 108.09 04 1.2 0.5 an 04
AUD 0.6950 (0.6) 0.4 1.5 2.6 (2.3)
INR 71.80 (0.6) 0.6) 0.2 1.3 (3.0)
CNY 6.9660 0 04 13 2.6 a8

Equity & Other indices (A %)

Dow 28,635 (0.8) 0 4.1 7.8 222
FTSE 7,622 0.2 (0.3) 6.5 6.5 n5
DAX 13,219 1.2 (0.9) 1.8 10.0 228
NIKKEI 23,657 (0.8) (0.8) 1.2 10.5 209
Shanghai Comp 3,084 0] 26 6.9 6.1 226
SENSEX 41,465 (0.4) (0.3) 1.9 10.1 16.2
Brent (US$/bbh 68.60 35 0.6 12.8 17.5 20.2
Gold (US$/02) 1,552 1.5 2.8 5.0 32 207
CRB Index 4011 0.4 0 4.0 32 2.9
Rogers Agri Index 753.9 (0.8) (0.4) 43 5.8 (1.8)
LIBOR BM)* 1.90 m @ 1 (13) 90
INR 5Y Swap* 6.63 [€)] 12) 29 31 (58)
India F1l data (US$ mn) 2 Jan 1Jan WTD MTD CYTD FYTD
FlI-Debt (189.0 (0.2) (422.4) (189.3) (189.3) 2,754.9
Fll-Equity 152.5 50.3 (34.8) 2029 2029 7,592.1

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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