di 30 g5igT
INDIA ECONOMICS Bank of Baroda
B = [

MORNING MOCHA 26 December 2022
Asian markets were rattled over news reports that majority of China’s cities are ECONOMIST
predicting a Covid-19 peak in Jan’23. In a relief, the University of Michigan’s inflation Dipanwita Mazumdar

expectation data showed some cooling off. Even PCE data, which is closely watched
by Fed showed some softening. On the other hand, macro indicators in the US
remained buoyant with new home sales data coming in better than expected. Even
the core capital goods data, a close proxy of business fixed investment rose more
than expected. In Japan, 40-year high core inflation data implied that finally pass
through of price pressure to consumers is happening and in the coming days BoJ’s
move will be closely watched. Domestic market in the current week will eye month

end data releases (fiscal, eight core, credit data).

= Except US and UK, other global indices gained. Easing PCE inflation in the US,
raised expectations that the Fed may soften its stance. Asian stocks however
extended their decline, amidst concerns over the Covid-19 situation in China.
Sensex declined sharply by 1.6%. Power and metal stocks shed the most. It is
trading higher today, while other Asian stocks are trading mixed.

Fig 1 — Stock markets

22122022 23-12-2022 % change
Dow Jones 33,027 33,204 0.5
S &P 500 3,822 3,845 0.6
FTSE 7,469 7473 0.0
Nikkei 26,508 26,235 (1.0)
Hang Seng 19,679 19,593 (0.4)
Shanghai Comp 3,054 3,046 (0.3)
Sensex 60,826 59,845 (1.6)
Nifty 18,127 17,807 (1.8)

Source: Bloomberg, Bank of Baroda Research

= Global currencies were mixed. DXY fell by 0.1% amidst a deceleration in US
core PCE index, suggesting a less aggressive stance from the Fed. EUR and
GBP gained by 0.2% and 0.1% respectively. On the other hand, JPY fell by
0.4% as Japan'’s inflation rose to a 40-year high. INR depreciated by 0.1% as oil
prices increased. However, it is trading stronger today, in line with other Asian
currencies.

Fig 2 — Currencies

22-12-2022 23-12-2022 % change
EUR/USD (1 EUR/USD) 1.0596 1.0617 0.2
GBP/USD (1 GBP / USD) 1.2038 1.2053 0.1
USD/JPY (JPY /1 USD) 132.35 132.91 (0.4)
USD/INR (INR/1 USD) 82.76 82.87 (0.1)
USD/CNY (CNY /1 USD) 6.9854 6.9900 0.1)

Source: Bloomberg, Bank of Baroda Research
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= Global yields closed mixed. US 10Y yield rose the most by 7bps on account of
buoyant macro data. Even 10Y yields in UK and Germany firmed up by 5 and
4bps each, as inflation fears persist. In China, 10Y yield fell by 1bps on
expectation of stimulus. India’s 10Y yield rose a tad by 1bps (7.32%). It is
trading at 7.33% today.

Fig 3 — Bond 10Y yield

22-12-2022 23-12-2022 change in bps
us 3.68 3.75 7
UK 3.59 3.64 5
Germany 2.36 240 4
Japan 0.40 0.39 2)
China 2.88 2.87 (1
India 7.31 7.32 1
Source: Bloomberg, Bank of Baroda Research
Fig 4 — Short term rates
22-12-2022 23-12-2022 change in bps
Tbill-91 days 6.37 6.43 6
Tbill-182 days 6.69 6.71 2
Tbill-364 days 6.85 6.88 3
G-Sec 2Y 6.94 6.94 0
SONIA int rate benchmark 343 3.43
US SOFR 4.30 4.30
Source: Bloomberg, Bank of Baroda Research
Fig 5 — Liquidity
Rs tn 22-12-2022 23-12-2022 change (Rs tn)
Net Liquidity (-Surplus/+deficit) (0.3) (0.3) 0
Reverse repo 0.1 0.1 0
Repo 0 0 0
Source: RBI, Bank of Baroda Research
Fig 6 — Capital market flows
21122022 2422022  change (US$ "‘“’frs)
FIl (US$ mn) (102.8) 149.8 252.5
Debt (42.4) 9.6 52.1
Equity (60.3) 140.1 200.5
Mutual funds (Rs cr) 1,903.3 650.0 (1,253.4)
Debt 690.8 313.9 (376.9)
Equity 1,212.5 336.1 (876.5)

Source: Bloomberg, Bank of Baroda Research

=  Crude oil prices rose by 3.6% to US$ 84/bbl amidst reports that Russia could
cut output in response to the G7 price cap.

Fig 7 — Commodities

22-12:2022 23-12-2022 % change
Brent crude (US$/bbl) 81.0 839 36
Gold (US$/ Troy Ounce) 1,792.5 1798.2 03
Copper (US$/ MT) 8,290.5 8,328.0 05
Zinc (USS/MT) 2,965.0 2,987.0 0.7
Aluminium (US$/MT) 2,406.0 2,389.5 (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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