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Macro developments

RBI’s study on state budgets indicates that while states had projected fiscal
deficit for FY21at 2.8% (of GSDP), it is expected at 4.6% instead. This is
due to the Covid-19 pandemic, which has pushed revenues lower and
spending higher. In FY20, fiscal deficit of states was at 2.6%. The report
also flagged higher debt concerns due to increased reliance on market

borrowings. It expects pressure on repayments to double from FY26.

South Korea’s GDP growth bounced back to 1.9% in Q3CY20 on a QoQ
basis, from a contraction of 3.2% in Q2. This was the fastest pace of
expansion since Q1CY10 and was led by a 15.6% increase in exports
(contraction of 16.1% in Q2). Manufacturing growth too improved to 7.6%
versus a decline of 8.9% in Q2. However, construction sector output fell

by 5.5% versus 0.3% dip in Q2. Private consumption too declined.
US consumer confidence dropped to 100.9 in Oct20 from 101.3 in

Sep'20. This was on the back of growing concerns in labour market as
Jjobless claims and unemployment rate remain elevated. Economic
expectations weakened (98.4 in Oct20 from 102.9) ahead of US
elections. Uncertainty over fiscal stimulus and resurgence of Covid-19

cases also dented sentiments.

Markets

Bonds: Except Japan and India, global yields closed lower. US 10Y yield fell
by 3bps to 0.77% as hopes of additional fiscal stimulus ahead of the
elections dwindled. Crude prices rose by 1.8% (US$ 41.2/bbl) owing to
supply concerns (storm in Gulf of Mexico). India’s 10Y yield rose by 1bps to
5.85%. It is trading flat today.

Currency: Barring EUR, other global currencies closed higher against the
dollar. DXY fell by 0.1% as US consumer confidence fell in Oct’20. GBP
gained on expectations of positive outcome of Brexit talks. INR rose by

0.2%. It is trading further higher today in line with other Asian currencies.

Equity: Global indices ended mixed as investors continued to monitor
growing risk of Covid-19 infections. FTSE (1.1%) fell the most followed by
Dax (0.9%). However, Sensex (0.9%) ended in green on reports that MSCI
may change foreign ownership limits for Indian companies in its global

indexes. It is trading higher today while Asian stocks are trading mixed.
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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 0.77 3 @ 1 19 107
UK 0.23 @ 5 4 12 (48)
Japan 0.03 0 1 2 1 13
Germany (0.62) @ m © an (26)
India 5.85 1 8 19 0 67)
China 317 @ 3 4 23 4
2Y yields (A bps)

usS 0.15 0 0 2 1 (150)
UK (0.09) @ 2 2 5 (59
Japan 013) 0 0 2 0 7
Germany 0.77) @ 1 @) (C)) 4
India 419 4 @ (25) (©) (134)
China 2.67 3 0 7 42 4
Currencies (A %)

EUR 11796 [((OR)) 02 14 0.7 6.2
GBP 1.3044 0.2 0.7 2.3 0.9 14
JPY 104.42 04 1.0 11 0.6 4.1
AUD 0.7129 0.1 11 14 0.4 3.8
INR 73.72 0.2 (0.3) 0D 15 “n
CNY 6.7055 0.1 0.4 1.7 4.2 5.1
Equity & Other indices (A %)

Dow 27,463 (0.8) (3.0) 11 4.1 1.4
FTSE 5,729 [(R)) @7 1.9) (6.5) (21.6)
DAX 12,064 (0.9 (5.3) (3.3) (6.0) (6.8)
NIKKEI 23,486 0 (0.3) 1.2 37 22
Shanghai Comp 3,254 0.1 22 11 0.8 10.2
SENSEX 40,522 0.9 [((OR)) 84 53 1.7
Brent (US$/bbl) 41.20 1.8 (4.5) a7 4.7 (33D
Gold (US$/02) 1,908 0.3 0.1 25 (2.6) 282
CRB Index 4142 (0.3) [(OR)) 2.6 9.7 5.8
Rogers Agri Index 800.2 0 13 7.5 15.9 10.2
LIBOR (3M)* 0.22 1 1 0 ©) 170)
INR 5Y Swap* 5.23 2 0 (25) 1 (130)
India FIl data (US$ mn) 26 Oct 230ct WTD MTD CYTD FYTD
Fll-Debt (6.3) 250.3 (6.3) 611.2 (14,068.6) (4,309.1
Fll-Equity 15.0 145.6 15.0 2,328.0 6,368.1 12,971.0
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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