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Macro developments

= According to news reports, centre’s direct tax collections are down by
~22.4% in H1FY21 so far (15 Sep 2020) and stand at Rs 2.54tn compared
with Rs 3.27tn in the same period last year. Within this, the 2 major
components, personal income tax and corporate tax collections, stood at
Rs 1.5tn and Rs 0.99tn respectively. In Q1FY21 the decline in gross direct
tax collection was ~34.1% versus only 3.9% drop in Q1FY20.

= USFedinits latest policy kept policy rate unchanged (0-0.25%). Fed’s
dot plot showed that current low rate is expected to persist till CY23. Real
GDP is expected to contract by 3.7% in CY20 against 6.5% contraction
estimated in Jun’20. Unemployment rate will also be elevated at 7.6%.
Core PCE will be at 1.5%, well below the 2% target. In a separate print, US
retail sales rose for the 4th consecutive month by 0.6% in Aug’20,

however it was lower than estimate of 1% and 0.9% increase in Jul’20.

= Bank of Japan kept policy rates steady at (-) 0.1% in its latest policy meet
and kept the target for 10Y G-sec at around O%. It also made no changes
to its asset buying program. However the Bank was more upbeat on the

state of economy on the back of gradual resumption in business activity.

Markets

= Bonds: Global yields closed mixed. US 10Y yield rose by 2bps (0.7%) as US
Fed projected GDP to contract less than what was anticipated in Jun'20.
Crude prices rose by 4.2% (USS$ 42/bbl) amidst falling US inventory. India’s
10Y yield fell by 4bps (5.99%) led by RBI Governor’s comments on

willingness to support the economy. It is trading flat today.

= Currency: Except EUR, other global currencies closed higher against the
dollar. DXY rose by 0.2% after US Fed upgraded its growth forecast for
CY20. GBP was 0.6% higher ahead of the BoE policy meet. INR rose by
0.2% even as oll prices edged up. However, it is trading lower higher today

in line with other Asian currencies.

= Equity: Barring FTSE and Shanghai Comp, other global indices ended
higher as Fed presented an upbeat economic outlook and much higher
tolerance for inflation. Amongst other indices, Sensex (1.3%) gained the
most led by real estate and auto stocks. However, it is trading lower today

inline 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 0.70 2 0 m (&) 110)
UK 0.21 m 3 3 2 43)
Japan 0.02 0 0) ©) 0 20
Germany (0.48) m @ (@) © 3
India 5.99 @ 0 4 16 (63)
China 313 2 4 19 25 0
2Y yields (A bps)

usS 0.14 0 m m 6) (163)
UK (0.06) 0 2 (@) m (57)
Japan (0.13) 0 @ 3 1 13
Germany (0.69) 0 0 @ 3 4
India 4.45 3 ) 20 4 (130)
China 2.62 0 3 36 62 8
Currencies (A %)

EUR 11816 (0.3) 0.1 02 5.1 VA
GBP 1.2967 0.6 (0.3) (0.9 3.3 4.0
JPY 104.95 0.5 12 1.5 1.9 3.2
AUD 0.7306 0.1 0.3 1.9 6.1 7.0
INR 73.53 0.2 0 1.8 3.5 (3.2)
CNY 6.7548 04 11 2.8 47 47

Equity & Other indices (A %)

Dow 28,032 0.1 0.3 0.4 7.3 33
FTSE 6,078 (0.4 11 0.2) (2.8) (16.9)
DAX 13,255 0.3 0.1 2.7 7.1 7.0
NIKKEI 23,476 0.1 1.9 0.8 4.5 6.9
Shanghai Comp 3,284 (0.4) 0.9 2.3) 1.9 10.0
SENSEX 39,303 0.7 29 3.8 17.3 7.5
Brent (US$/bbh 42.22 4.2 35 (5.8) 37 (33.6)
Gold (US$/02) 1,959 0.3 0.6 0.7 13.5 311
CRB Index 405.8 0.3 17 6.3 1.6 5.7
Rogers Agri Index 748.4 0.7 22 5.6 n.2 6.8
LIBOR BM)* 0.25 1 0 @ (@) (19n
INR 5Y Swap* 555 3 3 21 38 73)
India F1l data (US$ mn) 15 Sep 14 Sep WTD MTD CYTD FYTD
FlI-Debt 119.5 312 150.7 318.4 14,771.6) (5,012.0
Fll-Equity 252.6 81.8 3344 5137 5,321.0 11,924.0

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
+9122 6698 5713

chief.economist(@bankofbaroda.com
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