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Macro developments

= Central government’s fiscal deficit reached Rs 7tn between Apr-Dec’18 vs Rs BOB Economics Research
6.3tn in FY19RE or 110.6% of the target. In the same period, tax revenues +91226698 571:3
were up by 10.5% vs 19.5%, led by direct taxes 14.5% vs 19.8%. Indirect tax chief.economist(@bankofbaroda.com
collection rose by only 6.1% vs targeted 14.3%. Total expenditure growth at
7.8% was also below FYT19RE of 14.7%. This was owing to deceleration in
capex (-10.5% vs 20.3%). Revenue expenditure rose by 10.8% vs 13.9%.

= US factory orders declined by (-) 0.6% in Nov'18 vs estimate of 0.3% growth

(-2.1% decline in Oct’18). This was driven by sharp decline in demand for

machinery and electrical equipment. Orders for non-defence capital goods

excluding aircraft, declined by (-) 0.6 in Nov'18 (est: -0.1%).
= Japan’s services PMl rose to 51.6 in Jan"19 from 51in Dec’18 led by

improvement in business activity, employment levels and stronger demand
conditions. The increase in services PMI however was overshadowed by dip in

manufacturing sector which tumbled to a 29-month low due to trade worries.

Thereby, pulling composite PMI down to 50.9 in Jan"19 from 52 in Dec18.

Markets

= Bonds: Apart from Japan and China which remained stable, global yields
closed higher. US10Y yield rose by 4bps as increase in non-farm payrolls
continued to signal buoyant labour market conditions. Crude prices fell by
(=) 0.4% (US$ 63/bbD. Indian 10Y yield closed higher by 6bps (7.67%) as
government announced its revised auction calendar for Feb-Mar’19 to raise

Rs 960bn. It was trading at 7.64% today.

= Currency: Global currencies closed lower as dollar strengthened. DXY rose
by 0.3% as investor sentiments remained upbeat after stronger payroll and
manufacturing data even as factory orders dipped. INR depreciated the
most (-0.8%) on the back of a stronger dollar and fiscal concerns. It

however opened higher today, while Asian currencies were trading mixed.

= Equity: Barring Dax which closed flat, other indices ended higher as
investors remained optimistic towards the US-Sino trade talks. Dow
climbed by 0.7% ahead of the earning season, followed by Nikkei (0.5%)
and Sensex (0.3%). Both Asian markets (ex-China) and Sensex were
trading lower today.
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FIG1- MOVEMENT IN KEY GLOBAL ASSET CLASSES
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Particulars Current 1D W 1M 3M 12M
10Y yields (A bps)

us 272 4 @ 6 48) 2
UK 1.28 3 1 0 22) 28
Japan (0.01 0 M 3 a4 @
Germany 0.8 1 3 3 (25) (56)
India 7.67 6 13 22 a4 6
China 31 0 3 3 (43) 8n
2Y yields (A bps)

us 2.54 3 @] 4 37 51
UK 0.79 1 1 3 @ 15
Japan ©0.17) 0 M 1 @ @
Germany ©.57) 1 w 3 4 m
India 7.03 4 4 19 50 2
China 2.61 1 2 () (50) ©7n
Currencies (A %)

EUR 11438 02 0.1 04 0.3 75
GBP 1.3037 (0.3 1.0) 25 0 (6.6)
JPY 109.89 04 (0.9 1.3) 29 0.7
AUD 0.7226 (0.3 0.8 1.6 0.2 (8.3
INR 71.81 (0.8) 1.0) 3.0 1.8 azmn
CNY 6.7454 (W) 0 1.8 2.6 72
Equity & Other indices (A

DOW 25,239 0.7 29 77 0.9 37
FTSE 7,034 0.2 4.3 29 (1.0) “4.n
DAX 1177 0 (0.3 3.8 28 (1.9)
NIKKEI 20,884 05 11 6.8 (4.6) 79
Shanghai Comp 2,618 13 0.8 41 1.8) 24.9)
SENSEX 36,583 0.3 26 25 47 53
Brent (USD/bbl) 62.51 (0.4 4.3 9.6 (14.6) (7.6)
Gold (USD/o2) 1,312 (0.4 07 2.0 0.6 2.0)
CRB Index 4135 0.1 0.2 0.1 (1.3) (6.6)
Rogers Agri Index 779.2 03 02 15 M @7
LIBOR (3M)* 273 0 @ ) 14 94
INR 5Yr Swap* 7.24 2 6 4 (49) 4
India Fll data (US$ mn) 1Feb 31Jan WTD MTD CYTD FYTD
FlI-Debt 67.7 (13.6) (16.4) 677 (299.4) (7,290.D
Fll-Equity 169.7 3879 540.7 169.7 94.3 (6,588.5)

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

Yy 0 O

For further details about this publication, please contact:

Economics Research Department
Bank of Baroda
+9122 6698 5713

chief.economist(@bankofbaroda.com
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