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MORNING MOCHA 04 March 2024
Delayed start to the rate cut cycle by major central banks led to rally in global stocks ECONOMIST
buoyed by risk on sentiments. Yields continued to paint a volatile picture. In the US, Dipanwita Mazumdar

a weaker ISM manufacturing print has led to fall in 10Y yield. Even for other
economies, yields traded in a narrow range monitoring comments of major central
bank officials. Amongst other major macro releases were University of Michigan’s
inflation expectations index, which still showed some stickiness in inflation. In the
Euro area, inflation print especially the core inflation data provided some discomfort.
In UK, house price index firmed up in Feb’24, while PMI reading still trailed below the
50 mark. On domestic front, PMI data rose to its 5 month high supported by both

domestic and external demand. Even inflationary pressures moderated.

=  Global stocks rallied amidst expectations of lower policy rates. Weak
manufacturing PMI in US has reignited the debate on timing of Fed rate cuts.
Even in Eurozone and Asia, manufacturing PMIs painted a sombre picture.
Amongst major indices, Nikkei surged the most to close at a record-high.
Robust GDP numbers, pushed Sensex to an all-time high. It is trading further
higher today in line with other Asian stocks.

Fig 1 — Stock markets

29-02-2024 01-03-2024 % change
Dow Jones 38,996 39,087 0.2
S &P 500 5,096 5,137 0.8
FTSE 7,630 7,683 0.7
Nikkei 39,166 39,911 19
Hang Seng 16,511 16,589 05
Shanghai Comp 3,015 3,027 04
Sensex 72,500 73,745 1.7
Nifty 21,983 22,339 1.6

Source: Bloomberg, Bank of Baroda Research

= Global currencies ended mixed. DXY fell by 0.3% as US ISM manufacturing
PMI slipped further in the contractionary zone in Feb’24. EUR gained as inflation
in Eurozone was higher than expected led by elevated core. GBP too gained as
UK’s manufacturing PMI showed improvement. INR closed flat. It is trading
stronger today, in line with other Asian currencies.

Fig 2 — Currencies

29-02-2024 01-03-2024 % change
EUR/USD (1 EUR/USD) 1.0805 1.0837 0.3
GBP/USD (1 GBP / USD) 1.2625 1.2655 0.2
USD/JPY (JPY /1 USD) 149.98 150.12 0.1)
USD/INR (INR/1 USD) 82.91 82.91 0
USD/CNY (CNY /1 USD) 7.1886 7.1968 0.1)

Source: Bloomberg, Bank of Baroda Research
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= Global yields closed mixed. US 10Y yield fell by 7bps as ISM manufacturing
data softened. Germany’s 10Y yield closed stable as member of the Governing
Council of ECB hinted at a more cautious approach before embarking on rate
cut cycle. China’s 10Y yield rose by 3bps supported by better macro data.
India’s 10Y yield fell by 2bps. It is trading at the same level today.

Fig 3 — Bond 10Y yield

29-02-2024 01-03-2024 change in bps
us 4.25 418 (7
UK 412 4.11 0]
Germany 2.41 241 0
Japan 0.71 0.72 1
China 2.35 2.38 3
India 7.08 7.06 2)
Source: Bloomberg, Bank of Baroda Research
Fig 4 — Short term rates
29-02-2024 01-03-2024 change in bps
Tbill-91 days 6.86 6.88 2
Tbill-182 days 7.14 7.14
Tbill-364 days 7.11 7.08 (3)
G-Sec 2Y 7.01 7.01 0
India OIS-2M 6.78 6.78
India OIS-9M 6.74 6.75 1
SONIA int rate benchmark 5.19 5.19 0
US SOFR 5.31 5.32 1
Source: Bloomberg, Bank of Baroda Research
Fig 5 — Liquidity
Rs tn 29-02-2024 01-03-2024 change (Rs tn)
Net Liquidity (-Surplus/+deficit) 0.9
Reverse Repo 0
Repo 1.0
Source: RBI, Bank of Baroda Research
Fig 6 — Capital market flows
28-02-2024 20022024  change (US$ "‘“’Ers)
FIl (US$ mn) (65.7) 490.5 556.2
Debt 101.8 (16.1) (117.9)
Equity (167.5) 506.6 6741
Mutual funds (Rs cr) 3395 (2,542.6) (2,882.1)
Debt (1,347.2) (4,025.2) (2,678.0)
Equity 1,686.7 1,482.6 (204.1)

Source: Bloomberg, Bank of Baroda Research, Note: Mutual funds data as of 28t and 27t Feb 2024

= Qil prices moderated as fear of weaker demand conditions reigned in.

Fig 7 — Commodities

29-02-2024 01-03-2024 % change
Brent crude (US$/bbl) 836 836 (0.1)
Gold (US$/ Troy Ounce) 2,044.3 2,082.9 19
Copper (USS/ MT) 8,401.5 8416.0 0.2
Zinc (US$/MT) 2,381.8 23725 (0.4)
Aluminium (US$/MT) 22280 2,245.0 08

Source: Bloomberg, Bank of Baroda Research

@2023 Bank of Baroda. All rights reserved
Important disclosures are provided at the end of this report. A



di 3iTm asier
MORNING MOCHA BankOfBal'Dda
B o [P

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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Chief Economist
Bank of Baroda
chief.economist@bankofbaroda.com
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