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Macro developments

Government has constituted a three-member expert committee for
assessment of relief to bank borrowers. It will look into the impact of
waiving of interest and interest on interest pertaining to COVID-19
related moratorium. It will also put forward suggestions on mitigating

financial constraints.

ECB has kept the policy rates and ongoing stimulus program (PEPP) of €
1,350bn unchanged. In view of macro data available since the last policy
meet in Jul'20, the Council estimates domestic demand in the Eurozone
has rebounded strongly. It thus revised its GDP forecast upward with
contraction estimated at 8% in CY20 versus 8.7% projected earlier.

Growth in CY21 and CY22 is expected at 5% and 3.2% respectively.
US PPl rose by 0.3% in Aug’20 (MoM) versus est.: 0.2% and 0.6%

increase in Jul'20. Positive growth for the second consecutive month in
Aug’20 was driven by higher price pressures in trade, transportation and
warehousing. On the other hand, energy prices eased significantly. Core

PPl remained unchanged from last month at 0.3% in Aug’20.

Markets

Bonds: Global yields closed mixed amidst rising tension between EU and
UK and ECB Chief’s comments. US 10Y yield fell by 2bps (0.68%) as
Jjobless claims print was disappointing. UK 10Y yield dipped by Tbps
(0.23%). Crude prices declined by 1.8% (US$ 40/bbl) due to rising US
inventory. India’s 10Y yield rose by 6bps (6.05%) on expectation of
elevated inflation in Aug'20 as well. It is trading at 6.07% today.

Currency: Global currencies closed mixed. ECB’s comments that it does
not target a particular exchange rate lifted EUR by 0.1%. GBP depreciated
sharply by 1.5% amidst lack of progress in UK-EU trade negotiations. INR
rose by 0.1% on lower oil prices. However it is trading lower today in line

with other Asian currencies.

Equity: Barring Sensex and Nikkei, other global indices ended lower amidst
uncertainty over Brexit negotiations. Dow dropped by 1.5% as tech stocks
slid yet again, after a rebound in the last trading session. However, Sensex
advanced by 1.7% led by strong gains in oil and gas stocks. 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 0.68 @ 4 10 1 (109)
UK 0.23 m m 10 3 45)
Japan 0.03 0 0) 0) 2 24
Germany (0.43) 3 6 9 @ 8
India 6.05 6 16 20 27 (62)
China 3.10 1 @ 14 33 1
2Y yields (A bps)

usS 0.14 m 1 1 6) (158)
UK 0. (©)) m [€)) 6) (65)
Japan ©0.12) 0 0) 0 2 16
Germany (0.67) 2 4 4 @ 6
India 4.49 m 14 24 4 (123)
China 2.57 @ m 37 59 4
Currencies (A %)

EUR 11815 0.1 (0.3) 0.7 4.6 6.8
GBP 1.2805 (1.9) (3.6) @n 1.6 3.8
JPY 106.13 0 0.1 0.2 0.7 1.8
AUD 0.7258 (0.3) 02 1.5 59 5.7
INR 73.46 0.1 0.0 1.9 31 (3.3)
CNY 6.8343 0 0.2 1.8 33 35
Equity & Other indices (A %)

Dow 27,535 a.5) @7 (0.9) 9.6 1.3
FTSE 6,003 02 2.6 (0.8) 1.2 (18.3)
DAX 13,209 0.2 1.2 4.1 10.3 6.4
NIKKEI 23,235 0.9 (1.0) 2.1 34 6.8
Shanghai Comp 3,235 (0.6) 4.4) (4.3) 10.7 6.7
SENSEX 38,840 1.7 0.4 1.7 15.8 4.7
Brent (US$/bbl) 40.06 1.8) (CA)) (11.0) 39 (337)
Gold (US$/02) 1,946 0 0.8 4.0) 12.6 29.8
CRB Index 399.0 0.6 1.0 5.1 8.8 37
Rogers Agri Index 7326 ©02) ©0.4) 57 83 5.0
LIBOR (3M)* 0.25 0 0 m 6) 87)
INR 5Y Swap* 5.61 @ 1 33 39 (65)
India FIl data (US$ mn) 9Sep 8 Sep WTD MTD CYTD FYTD
Fll-Debt 65.2 22.4 61.9 221.6 (14,868.4) (5,108.9)
Fll-Equity (130.3) (21.4) (128.6) (280.7) 4,526.7 11129.6

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
+9122 6698 5713

chief.economist(@bankofbaroda.com
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