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Macro developments

RBI reported that currency in circulation (CIC) increased by Rs 308bn
and stood at Rs 22tn for the week ending 25 Oct 2019. Reserve money
rose by 15.3% on a YoY basis, compared with 17.4% a year ago. On a FYTD

basis, reserve money increased by 3.8% as against 3.1% last year.

China’s official manufacturing PMlI fell again in Oct’19 to 49.3 from 49.8
in Sep”19. The 6™ consecutive month of contraction in activity was led by
decline in new export orders (47 from 48.2 in Sep’19). Employment growth
also remained weak (47.3). As domestic demand weakens further, non-
manufacturing PMI too eased in Oct’19 to 52.8 from 53.7 in Sep™9 to its
lowest since Feb’16. This has raised hopes of policy rate cut by PBOC.

US fed has cut policy rate for the 3rd time in CYTD19, by another 25bps
(1.5-1.75%) on the back of benign growth outlook. However, regarding the
future course of action FOMC members sounded less dovish and more
data dependent. Other central banks- Hong Kong and Brazil, have also
reduced policy rates by 25bps and 5O0bps respectively, to boost growth.

Markets

Bonds: Except China, global yields closed lower supported by Fed’s
decision. US 10Y yield fell the most by 7bps (1.77%) and yield curve also
flattened with difference between 10Y and 2Y yield reducing to 17bps from
20bps earlier. Oil prices fell by (-) 1.6% (US$ 61/bbl) due to build-up in US
inventory. India’s 10Y fell by 2bps (6.67%) and is trading at 6.66% today.

Currency: Barring INR (-0.1%) and JPY (flat), other global currencies
closed higher. DXY closed unchanged as US Fed cut interest rates and
signaled a pause. Delay in US-China trade deal also impacted investor

sentiments. In line with other Asian currencies, INR is trading higher today.

Equity: Global indices closed mixed as investors remained cautious about
the US-China trade deal. However, Dow (0.4%) and FTSE (0.3%) gained
driven by Fed’s rate cut decision. Sensex too surged by 0.6% led by better
than expected Q2 results, with power and capital goods stocks gaining the
most. It is trading higher today in line with other Asian stocks.
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FIG1- MOVEMENT IN KEY GLOBAL ASSET CLASSES

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

us 177 @ 1 1 4) D)
UK 0.69 @) 0 20 8 75)
Japan (0.1 m 3 10 4 4
Germany (0.35) 0 4 22 9 74)
India” 6.67 @ @ ©) 30 m8)
China 332 1 1 18 16 2
2Y yields (A bps)

us 1.60 @ 2 @) @n 127
UK 0.52 @ m 15 8 23)
Japan 0.21) m 3 10 m ©
Germany (0.63) 0 2 13 15 @
India 5.51 3 3 @7 (51 (206)
Chinaff 267 4 8 1 9 an
Currencies (A %)

EUR 1151 0.4 0.2 23 0.7 0.4)
GBP 12902 0.3 () 5.0 6. 11
JPY 108.85 0 () 0.7 (X)) 3.6
AUD 0.6903 0.6 0.7 23 0.8 Q.4
INR 70.90 0.0 0 0 (3.0) 47
CNY 7.0553 0.1 0.1 13 25 an
Equity & Other indices (A %)

Dow 27,187 0.4 13 1.0 12 82
FTSE 7,331 0.3 1.0 (1.0) (3.4 2.8
DAX 12,910 0.2) 0.9 39 59 12.8
NIKKE| 22,843 (0.6) 1.0 5.0 6.1 4.2
Shanghai Comp 2939 (0.5) ) 12 0.2 12.9
SENSEX 40,052 0.6 25 36 69 16.3
Brent (US$/bbl) 60.61 (1.6) 0.9 (0.3) 7.0) (19.7)
Gold (US$/0z) 1,496 0.5 0.2 16 5.8 231
CRB Index 391.0 N)) 0.2) 0.9 (3.0) (6.0)
Rogers Agri Index 730.0 0.5 0.3 25 13 (5.3)
LIBOR (3M)* 193 m m (16 (34 ©3)
INR 5Y Swap* 6.53 0 10) 15 ©) m9)
India FIl data (US$ mn) 29 Oct 25 Oct WTD MTD CYTD FYTD
FIl-Debt 285.3 202.2 2853 496.9 44703 39256
FIl-Equity 214.8 (57.5) 214.8 73 8,872.0 2,026.8

Source: Bloomberg, Bank of Baroda | %7.26% GS 2029 | *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
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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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