INDIA ECONOMICS

MORNING MOCHA

Elevated inflation print globally kept the investors on the edge. Eurozone inflation
peaked to 8.1%, a record-high in May’22, amidst soaring energy prices. Thereby
raising concerns of rate hikes by ECB much higher than anticipated. Bank of Canada
is also expected to raise rates, in its policy meet scheduled later today. Stronger
dollar once gain pushed gold prices lower. In India, a slew of data points were
released including Indian economy clocking a growth 8.7% in FY22 against a
contraction of 6.6% in FY21. Fiscal deficit came in lower at 6.7% of GDP. Core
sector output registered an improvement by 8.4% in Apr'22 from 4.95%in Mar’22.

=  Global stocks ended mixed as investors closely monitored accelerating inflation
print globally. Hang Seng (1.4%) gained the most with official manufacturing
PMI registering an improvement in May’22 over Apr'22 reading (48.1 from 46).
Dow Jones (0.7%) dropped the most. Sensex too ended in red led by losses in
power and banking stocks. However, it is trading higher today in line with other
Asian stocks.

Fig 1 — Stock markets

30-05-2022 31-05-2022 % change
Dow Jones 33,213 32,990 0.7
S &P 500 4,158 4,132 (0.6)
FTSE 7,600 7,608 0.1
Nikkei 27,369 27,280 (0.3)
Hang Seng 21,124 21,415 14
Shanghai Comp 3,149 3,186 12
Sensex 55,926 55,566 (0.6)
Nifty 16,661 16,585 (0.5)

Source: Bloomberg, Bank of Baroda Research; Note: US markets were closed on 30.5.2022

= Global currencies closed lower against the dollar, with JPY (0.8%), EUR (0.4%)
and GBP (0.4%) falling the most. DXY rose by 0.1%, supported by inching up of
treasury yields. INR depreciated by 0.1% as oil prices edged up. However, it is
trading lower today in line with other Asian currencies.

Fig 2 — Currencies

30-05-2022 31-05-2022 % change
EURIUSD 1.0779 1.0734 (0.4)
GBP/USD 1.2652 1.2602 (0.4)
USD/IJPY 127.59 128.67 (0.8)
USD/INR 77.54 77.64 0.1)
USD/CNY 6.6614 6.6718 0.2)

Source: Bloomberg, Bank of Baroda Research ; Note: US markets were closed on 30.5.2022

=  Global yields rose sharply with US and UK’s 10Y yields rising by 11bps each,
followed by 7bps increase in Germany’s 10Y yield. Investors reacted to US Fed
Governor Waller’s statement indicating continuous 50bps rate hikes till inflation
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is curbed. India’s 10Y yield also rose (1bps) to 7.42%, following global cues
and increase in oil prices.

Fig 3 — Bond 10Y yield

30-05-2022 31-05-2022 change in bps
us 2.74 2.84 1"
UK 1.99 2.10 1"
Germany 1.06 1.12 7
Japan 0.24 0.24 1
China 2,77 2.80 2
India 741 742 1

Source: Bloomberg, Bank of Baroda Research; Note: US markets were closed on 30.5.2022

Fig 4 — Short term rates

30-05-2022 31-05-2022 % change
Tbill-91 days 49 49 6
Thbill-182 days 54 54 1
Tbill-364 days 5.9 59 1
G-Sec 2Y 6.4 6.4 2
SONIA int rate benchmark 0.9 0.9 0
US SOFR 0.8 0.8 0

Source: Bloomberg, Bank of Baroda Research; Note: US markets were closed on 30.5.2022

Fig 5 — Liquidity

Rs tn 30-05-2022 31-05-2022 change (Rs tn)
Net Liquidity (-Surplus/+deficit) (3.0 (3.3) (0.3)
Reverse repo 31 341 0
Repo 0 0 0

Source: RBI, Bank of Baroda Research

Fig 6 — Capital market flows

27.05.2022 30-05-2022  change (US$ "‘“’frs)

FIl (US$ mn) (4409) 3427 7836
Debt (37.0) 484 853
Equity (403.9) 2043 698.2
Mutual funds (Rs cr) 13495 (2,868.9) (4,218.4)
Debt 12306 (2,257.8) (3,488.4)
Equity 1189 (611.1) (7300)

Source: Bloomberg, Bank of Baroda Research; Note: Mutual fund data pertains to 25 and 26 May 2022

=  Crude prices rose further by 1% to US$ 123/bbl as supply concerns linger,
following EU’s ban on Russian oil imports. Gold fell by 1%, as yields increased
and US$ recovered, owing to Fed hike concerns.

Fig 7 — Commodities

30-05-2022 31-05-2022 % change
Brent crude (US$/bbl) 1217 122.8 10
Gold (US$/ Troy Ounce) 1,855.2 18374 (1.0)
Copper (US$/ MT) 9,537.5 94455 (1.0)
Zinc (US$/MT) 3,922.3 3,939.0 04
Aluminium (US$/MT) 28885 2,787.0 (35)

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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