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Macro developments

= |ndia’s trade deficit in Dec’19 narrowed to US$ 11.3bn from US$ 12.1bn in Sonal Badhan | Sameer Narang
Nov'19 as imports fell by (-) 8.8% vs (-) 1.8% decline in exports. Sharp fall chief.economist(@bankofbaroda.com
in exports was driven by organic chemicals, agriculture items and
engineering goods. Weak domestic demand led to (-) 12.2% drop in non-
oil-non-gold imports. Capital goods import too fell by () 16.5% in Dec"9.

* US PPl rose by 0.1% in Dec19 on a MoM basis after remaining flat (0%) in

Nov19, mainly owing to higher energy prices (1.5% vs 0.6% in Nov'19) and
marginal improvement in services PPI (0% vs -0.3%). Core PPI for goods
on the other hand eased to 0.1% from 0.2% in Nov19. In CY19 PPl rose by
1.3% vs 2.6% in CY18. With inflation pressures muted, Fed is likely to keep

the rates unchanged this year.

= UKCPIfell to 1.3% in Dec19 (est. 1.5%) vs 1.5% in Nov'19, its slowest pace
since Nov'16. This was led by lower prices of hotels and clothing. Core CPI
also fell to 1.4% from 1.7% in Nov19. The dismal inflation print along with
weakness in retail sales, as well as manufacturing and service sector, raised

bets of a rate cut by BoE later this month.

Markets

= Bonds: Global yields closed lower amidst muted growth print in Germany
(weakest GDP since CY13). UK 10Y yield fell the most by 7bps as CPI
print rose at its slowest pace in past 3 years. Oil prices also fell by (-) 0.8%
(US$ 64/bbl) due to signing of US-China Phase 1 trade deal. Thus, India’s
10Y yield declined by 4bps (6.63%). It is trading flat today.

= Currency: Barring CNY and AUD, other global currencies closed higher as
US and China signed the phase-1trade deal. DXY fell by (-) 0.1%. INR
rose by 0.1% as oil prices eased. It opened higher today in line with other

Asian currencies.

= Equity: Barring Dow and FTSE, global indices closed lower despite the
signing of the US-China trade deal. Both Nikkei and Shanghai Comp
dropped by (-) 0.5% each. Sensex (-0.2%) too ended in red with the
ongoing earning season and was dragged down by banking and tech stocks.

However, it is trading higher today; while Asian stocks remain subdued.
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FIG1- MOVEMENT IN KEY GLOBAL ASSET CLASSES
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Particulars Current 1D 1w ™ 3M 12M
10Y yields (A bps)

usS 1.78 3 (O] (O] 4 (CZ))
UK 0.65 (@] (16) a7 6) (66)
Japan 0.01 m 1 2 17 0
Germany (0.20) 3 1 8 19 42)
India 6.63 (&) 7 a7 16 (65)
China 3.09 m () an (@] 1
2Y yields (A bps)

usS 155 @ (©)) @) 3 (99)
UK 0.47 3 (16) (13) © (36)
Japan (0.12) 0 0 0 14 4
Germany (0.59) m 2 4 9 1
India 6.17 3 @ 36 58 (85)
China 2.30 @ @ B0 26) (12)
Currencies (A %)

EUR 11150 0.2 04 0.1 0.7 @n
GBP 1.3038 0.1 (0.5 2.2 1.6 12
JPY 109.90 0.1 0.7 (0.3) (1.0) 0.7
AUD 0.6902 0 0.5 0.2 2.1 37
INR 70.82 0.1 12 0.3 0.9 0.6
CNY 6.8909 [(OR)) 0.8 1.5 29 2.0
Equity & Other indices (A %)

Dow 29,030 0.3 1.0 2.8 75 19.9
FTSE 7,643 0.3 0.9 1.6 6.6 n4
DAX 13,432 0.2 0.8 0.2 6.0 229
NIKKEI 23,917 (0.9 31 [((OR)) 6.4 17.0
Shanghai Comp 3,090 (0.9 0.8 35 37 20.2
SENSEX 41,873 02 2.6 23 85 15.3
Brent (US$/bbl) 64.00 (0.8) 2.2 @n 77 44
Gold (US$/02) 1,556 0.6 0 54 4.4 20.3
CRB Index 4101 [(CR)) 2.1 2.8 4.3 (0.9
Rogers Agri Index 7627 0.4) 10 19 49 0.8
LIBOR (3M)* 1.84 1 1 6) (16) (CZ))
INR 5Y Swap* 6.75 10) @ 17 28 45)
India Fll data (US$ mn) 14 Jan 13 Jan WTD MTD CYTD FYTD
Fll-Debt 60.0 (159.4) (99.5) (1,037.9) (1,037.9) 1,906.2
Fll-Equity 46.7) 171 (29.6) 3334 3334 7,722.7

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

ECONOMICS RESEARCH 3 16 January 2020


http://www.bankofbaroda.com/
https://twitter.com/bankofbaroda
https://www.facebook.com/officialbankofbarodapage/
https://bitly.bobyt/
https://www.instagram.com/officialbankofbaroda/?hl=en
https://in.linkedin.com/company/bankofbaroda

	Disclaimer

