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Macro developments

RBI's MPC members kept policy rate and stance unchanged and reiterated
room for further rate cuts. More importantly, it withdrew the 1% ceiling on
banks’ borrowing from RBI and introduced LTRO:s. It also incentivised
banks to deduct auto, mortgage and MSME loans from CRR computation
and extended sops to commercial real estate projects. We believe these

measures are structurally positive and send signal to banks to lend.

US jobless claims fell to a 9-month low to 202,000 for the week ended 1
Feb 2020, (est. 216,000) pointing to buoyant labour market conditions.
The 4-week moving average was also lower by 3,000 to 211,750 from
214,750 in the previous week, lowest since Apr’19.

Germany’s new manufacturing factory orders declined by (-) 2.1% in
Dec19 from (-) 0.8% in Nov19. This was led by new export orders (-4.5%
vs -2.5%), in particular from Euro Area (-13.9%). Demand from other
countries rose by 2.1% and domestic orders too increased (1.4% vs 1.3%).

Orders for investment goods fell the most by (-) 20% in Dec"19.

Markets

Bonds: Except Japan, global yields closed lower over concerns of spread of
coronavirus and muted macro print in Germany. US 10Y yield fell
marginally Tbps (1.64%) supported by buoyant labour market scenario. Ol
prices fell by (-) 0.6% (US$ 55/bbl) driven by concerns over muted

demand. India’s 10Y yield fell the most by 6bps (6.45%) supported by
RBI’s liquidity infusion measures. It is trading further lower at 6.41% today.

Currency: Barring INR and CNY which closed flat, other global currencies
closed lower. DXY (+0.2%) rose for the 4th straight session as US jobless
claims fell more than expected. EUR fell (-) 0.1% on weak German factory

orders. INR is trading lower today in line with its Asian peers.

Equity: Global indices ended higher as China slashed tariffs on imports
worth US$ 75bn from the US. Nikkei (2.4%) surged the most, followed by

Shanghai Comp (1.7%). Sensex (0.4%) too ended in green after RBI policy.

Banking and oil & gas stocks advanced the most. 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 1.64 m 6 a7 28) (102)
UK 0.58 3 4 19) @n (60)
Japan 0.02) 2 4 0 5 0)
Germany (0.37) m 4 8 14) (49)
India 6.45 6) an 12) 6) 87
China 2.84 3 22) (30) 44 @7
2Y yields (A bps)
usS 1.45 0 3 10) 22) (103)
UK 0.49 @ @ an 6) 23)
Japan 013) 1 2 2 5 3
Germany (0.63) 1 2 m @ (©)
India 5.82 18) (26) 4n 26 99)
China 2.23 @ (@) (42) 42) a7
Currencies (A %)
EUR 1.0983 [(OR)) 04 1.9 (0.6) (B2
GBP 1.2931 (0.9 1.2) (1.8) 0.9 02
JPY 109.99 [(CR)) (0.9) (1.9) 0.6) 0.2
AUD 0.6730 0.2 0.1 (3.0) 2.4 (5.2)
INR 71.20 0 04 1.0 (0.3) 04
CNY 6.9707 0 1.9 0.1 0.1 (3.3)
Equity & Other indices (A %)
Dow 29,380 0.3 1.8 24 6.2 16.7
FTSE 7,505 0.3 1.7 (0.9 1.3 5.8
DAX 13,575 0.7 3.2 34 2.1 232
NIKKEI 23,874 24 3.9 29 2.3 15.0
Shanghai Comp 2,867 1.7 7.4) 7.0) (3.8) 9.5
SENSEX 41,306 04 1.0 1.5 1.6 n7
Brent (US$/bbl) 54.93 (0.6) (5.8) (20.3) 11.8) (10.9)
Gold (US$/02) 1,567 0.7 (0.5 0.1 6.7 19.6
CRB Index 404.9 0 0.1 09 3.6 @n
Rogers Agri Index 7367 0.2 0.4) Q.4 10 4.6)
LIBOR (3M)* 1.74 0 @ (13) (16) (96)
INR 5Y Swap* 6.52 @ 19 (&) 3 (60)
India Fll data (US$ mn) 5 Feb 4 Feb WTD MTD CYTD FYTD
Fll-Debt 311.0 (546.0) (206.6) (206.6) (1,775.5) 1,168.6
Fll-Equity 74.4 129.7 462.7 462.7 1,835.4 9,224.6
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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