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MORNING MOCHA 29 September 2022
BoE intervened to arrest the financial volatility in the market by announcing ECONOMIST
“purchases of long dated gilts in a temporary and targeted way” for the next 2 weeks. Aditi Gupta

Under this programme, BoE bought ~ £ 1.02bn worth of government bonds
yesterday. This drove global yields lower, and pushed GBP higher. Growth concerns
and expectations of further rate hikes from Fed, drove CNY to its lowest since the
Asian Financial Crisis. INR too weakened to a fresh record-low.

= Global stocks ended mixed. Investors remained cautious driven by an interplay
of lot of factors-BoE’s unexpected announcement of temporary bond purchase
for the next two weeks, continuing economic woes in China and the puzzling

growth-inflation dynamics worldwide. US and European stocks rose, while Asian
stocks declined. Sensex also fell by 0.9% dragged down by banking and power
stocks. However, it is trading higher today, in line with other Asian markets.

Fig 1 — Stock markets

27-09-2022 28-09-2022 % change
Dow Jones 29,135 29,684 1.9
S &P 500 3,647 3,719 20
FTSE 6,985 7,005 0.3
Nikkei 26,572 26,174 (1.5)
Hang Seng 17,860 17,251 (3.4)
Shanghai Comp 3,094 3,045 (1.6)
Sensex 57,108 56,598 (0.9
Nifty 17,007 16,859 (0.9)

Source: Bloomberg, Bank of Baroda Research

= Except INR and CNY (lower), other global currencies gained. EUR and GBP
rose sharply against the dollar, rising by 1.5% each. Investors assessed the
impact of BoE’s bond buying programme. DXY fell by 1.3%. CNY weakened to
a more than 14-year low amidst widening yield differential with the US. INR too
depreciated by 0.3% to a new record low. However, it is trading stronger today,
while other Asian currencies are trading weaker.

Fig 2 — Currencies

27-09-2022 28-09-2022 % change
EURIUSD 0.9594 0.9735 1.5
GBP/USD 1.0733 1.0889 1.5
USD/IJPY 144.80 144.16 04
USD/INR 81.58 81.94 (0.4)
USD/CNY 7.1761 7.2005 (0.3)

Source: Bloomberg, Bank of Baroda Research

= Except India and China (higher), global yields closed lower. This was on
account of BoE'’s decision to purchase bonds worth US$ 71bn over the next 2
weeks. UK’s 10Y yield fell the most by 49bps followed by US (21bps). India’s
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10Y yield rose by 4bps (7.33%), ahead of RBI’s policy decision where a faster
pace of rate hike is expected (our expectation: 50bps hike). It is trading at
7.30% today.

Fig 3 — Bond 10Y yield

27-09-2022 28-09-2022 change in bps
us 3.95 3.73 (21)
UK 451 4.01 (49)
Germany 2.23 212 (11)
Japan 0.25 0.25 0]
China 2.69 2.7 2
India 7.29 7.33 4

Source: Bloomberg, Bank of Baroda Research

= In the 210bn Thill auction, cut off yields continued to soar (91-days: +30bps,
182-days: +21bps and 364-days: +15bps).

Fig 4 — Short term rates

27-09-2022 28-09-2022 change in bps
Tbill-91 days 6.05 6.14 9
Tbill-182 days 6.57 6.61 4
Thill-364 days 6.80 6.78 (2)
G-Sec 2Y 6.96 6.97 1
SONIA int rate benchmark 2.19 219 0
US SOFR 2.99 298 0]
Source: Bloomberg, Bank of Baroda Research
Fig 5 — Liquidity
Rs tn 27-09-2022 28-09-2022 change (Rs tn)
Net Liquidity (-Surplus/+deficit) 0.1 0.1 0
Reverse repo 0.5 0.5 0
Repo 0 0 0
Source: RBI, Bank of Baroda Research
Fig 6 — Capital market flows
26-09-2022 27002022  change (US$ '““’Ers)

FIl (US$ mn) (516.9) (486.0) 309

Debt 534 (112.4) (165.8)

Equity (570.3) (373.6) 196.7
Mutual funds (Rs cr) (1,024.0) (1,495.2) (471.2)

Debt (1,620.8) (1,382.6) 238.2

Equity 596.8 (112.6) (709.4)

Source: Bloomberg, Bank of Baroda Research | Note: Mutual funds data as of 22 and 23 Sep 2022

=  Global crude prices edged up by 3.5% as data showed a larger than expected
drawdown in US inventories. Prices were also supported by a weaker dollar.

Fig 7 — Commodities

27-09-2022 28-09-2022 % change
Brent crude (US$/bbl) 86.3 89.3 3.5
Gold (US$/ Troy Ounce) 1,628.9 1,660.0 1.9
Copper (US$/ MT) 7,422.0 7,520.0 1.3
Zinc (US$/MT) 2,875.0 2,868.8 0.2)
Aluminium (US$/MT) 2,114.0 2,124.0 0.5

Source: Bloomberg, Bank of Baroda Research

@2022 Bank of Baroda. All rights reserved
Important disclosures are provided at the end of this report. A



di 35Tm asier
MORNING MOCHA BankOfBadea
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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For further details about this publication, please contact:

Chief Economist
Bank of Baroda
chief.economist@bankofbaroda.com
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https://twitter.com/bankofbaroda
https://www.facebook.com/officialbankofbarodapage/
https://bitly.bobyt/
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