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The expectations of rate cut by Fed in Mar'24 has regained prominence (likelihood of ECONOMIST

rate cut at 79.5% from 73.2% in the previous week) given softer than expected PPI Jahnavi Prabhakar
print (-0.1% in Dec’23 against expectation of +0.1%). Elsewhere, PBoC defied

market expectation and kept the interest rate unchanged for medium term lending

facility at 2.5% On the domestic front, CPI inflation rose to a 4-month high to 5.69%

for Dec’23 led by food inflation which remained sticky at 9.5%. However, some

moderation in prices is expected in the coming months. Investors this week will

closely watch China’s GDP print for Q4CY23, industrial production, retail sales,

unemployment and inflation figures for Japan scheduled to release later this week.

= Global markets ended mixed. Investors in US monitored the quarterly earnings
and better than expected PPI report. Nikkei continue to climb higher supported
by gains in machinery, precision instrument and shipbuilding sectors. Sensex
jumped by 1.2% to an all-time high led by strong gains in IT stocks. It is trading
further higher today while other Asian stocks are trading lower.

Fig 1 — Stock markets

11-01-2024 12-01-2024 % change
Dow Jones 37,711 37,593 (0.3)
S &P 500 4,780 4,784 0.1
FTSE 7,577 7,625 0.6
Nikkei 35,050 35,577 15
Hang Seng 16,302 16,245 (0.4)
Shanghai Comp 2,887 2,882 0.2)
Sensex 71,721 72,568 1.2
Nifty 21,647 21,895 11

Source: Bloomberg, Bank of Baroda Research

= Global currencies closed mixed. DXY was up by 0.1%, owing to heightened
geo-political risks (US & UK warplanes engaging in Yemen). EUR and GBP fell
the most, while JPY also gained on safe haven demand. INR was up by 0.1%. It
is trading further higher today, while other Asian currencies are trading mixed.

Fig 2 — Currencies

11-01-2024 12-01-2024 % change
EUR/USD (1 EUR/USD) 1.0972 1.0951 0.2)
GBP/USD (1 GBP / USD) 1.2760 1.2753 (0.1)
USD/JPY (JPY /1 USD) 145.29 144.88 0.3
USD/INR (INR/1 USD) 83.03 82.92 0.1
USD/CNY (CNY /1 USD) 7.1667 7.1675 0

Source: Bloomberg, Bank of Baroda Research

= Except yields in Asia (flat/higher), global yields elsewhere closed lower. 10Y
yields of UK and Germany fell the most. Weakness in China’s trade data and
more than expected drop in US PPI drove investor sentiments. India’s 10Y yield
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was up by 2bps, as oil prices build up. However, following global cues, it is
trading much lower today at 7.14%.

Fig 3 — Bond 10Y yield

11-01-2024 12-01-2024 change in bps
us 3.97 3.94 (3)
UK 3.84 3.79 (5)
Germany 2.24 2.18 (5)
Japan 0.60 0.61 0
China 2.50 252 2
India 7.16 7.18 2
Source: Bloomberg, Bank of Baroda Research
Fig 4 — Short term rates
11-01-2024 12-01-2024 change in bps
Tbill-91 days 6.93 6.94 1
Thbill-182 days 7.11 713 2
Tbill-364 days 7413 713 0
G-Sec 2Y 7.03 7.03 0
India OIS-2M 6.79 6.78 1
India OIS-9M 6.69 6.68 2)
SONIA int rate benchmark 5.19 5.19 0
US SOFR 5.31 5.31 0
Source: Bloomberg, Bank of Baroda Research
Fig 5 — Liquidity
Rs tn 11-01-2024 12-01-2024 change (Rs tn)
Net Liquidity (-Surplus/+deficit) 16 17 0.1
Reverse repo 0 0 0
Repo 1.0 0 (1.0)
Source: RBI, Bank of Baroda Research
Fig 6 — Capital market flows
10-01-2024 11012024  change (US$ "‘“’Ers)
FIl (US$ mn) (221.9) 15.4 237.3
Debt (23.3) 108.9 132.3
Equity (198.5) (93.5) 105.0
Mutual funds (Rs cr) 3,028.1 (102.8) (3,130.9)
Debt 796.8 (58.0) (854.8)
Equity 2,231.3 (44.8) (2,276.1)

Source: Bloomberg, Bank of Baroda Research

= Oil prices rose by 1.1% owing to risks of supply side distributions (tensions in
Middle East. protest in Libya, severe winter conditions in US).

Fig 7 — Commodities

11-01-2024 12:01-2024 % change
Brent crude (US$/bbl) 774 783 11
Gold (US$/ Troy Ounce) 2,028.9 2,049.1 10
Copper (USS/ MT) 8,262.2 8,241.2 (0.3)
Zinc (US$/MT) 24813 24927 05
Aluminium (US$/MT) 2,235.0 22195 (0.7)

Source: Bloomberg, Bank of Baroda Research
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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.
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