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MORNING MOCHA 07 June 2022
Global stocks were mostly higher as China relaxed Covid-19 curbs in Beijing, thus ECONOMIST
easing supply-chain concerns. US 10Y yield rose further to 3.04%, as investors Aditi Gupta

await CPI print. US CPl is expected to have inched up to 0.7% in May’22 versus
0.3% in Apr'22,on a MoM basis. This along with tight labour market conditions in the
US, is likely to prompt US Fed to continue with its aggressive rate hike cycle. In the
UK, Prime Minister Boris Johnson won the confidence vote. As a result, FTSE and
GBP gained and 10Y yield edged up. In India, investors await RBI policy decision.

=  Global equity indices ended mixed. Investors monitored relaxation in Covid-19

related curbs in China, weakness in yen (20-year low), key central bank
decisions (RBA, ECB, RBI) and movement in US 10Y yield. Hang Seng rose the
most, followed by Shanghai Comp and FTSE. Sensex ended lower by 0.2% led
by losses in consumer durables and capital goods stocks. It is trading further
lower today; while other Asian stocks are trading higher.

Fig 1 — Stock markets

03-06-2022 06-06-2022 % change
Dow Jones 32,900 32,916 0
S &P 500 4,109 4,121 0.3
FTSE 7,533 7,608 1.0
Nikkei 27,762 27916 0.6
Hang Seng 21,082 21,654 2.7
Shanghai Comp 3,195 3,236 1.3
Sensex 55,769 55,675 0.2)
Nifty 16,584 16,570 0.1)

Source: Bloomberg, Bank of Baroda Research

= Major global currencies closed mixed. DXY rose by 0.3% as US 10Y yield shot
up to above 3% mark for the first time in two-weeks. On the other hand, JPY fell
sharply by 0.8% as BoJ Governor reaffirmed the bank’s ultra-dovish stance.
GBP rose by 0.4% as UK’s PM won the confidence vote. INR closed flat.
However it is trading lower today; in line with other Asian currencies.

Fig 2 — Currencies

03-06-2022 06-06-2022 % change
EURIUSD 1.0719 1.0696 (0.2)
GBP/USD 1.2488 1.2532 0.4
USD/IJPY 130.88 131.88 (0.8)
USD/INR 77.63 77.63 0
USD/CNY 6.6603 6.6539 0.1

Source: Bloomberg, Bank of Baroda Research

= Global yields closed higher. US 10Y yield rose the most by 11bps crossing the
3% mark, seen during mid of May’22. Tighter labour market data supported the
view of a faster pace of rate hike by US Fed. Even UK and Germany’s 10Y yield
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rose by 9bps and 5bps respectively. Investors are awaiting major central banks
policy decisions in terms of rate hike and ending of bond support program.
India’s 10Y vyield rose by 4bps (7.5%) ahead of RBI policy. It is trading further
higher at 7.52% today.

Fig 3 — Bond 10Y yield

03-06-2022 06-06-2022 change in bps
us 2.93 3.04 11
UK 2.16 2.25 9
Germany 1.27 1.32 5
Japan 0.23 0.25 1
China 2.81 2.82 1
India 7.46 7.50 4
Source: Bloomberg, Bank of Baroda Research
Fig 4 — Short term rates
03-06-2022 06-06-2022 % change
Tbill-91 days 494 497 3
Tbill-192 days 5.50 5.54 4
Thill-364 days 6.08 6.09 1
G-Sec 2Y 6.48 6.56 8
SONIA int rate benchmark 0.94 0.94 0
US SOFR 0.79 0.80 1
Source: Bloomberg, Bank of Baroda Research
Fig 5 — Liquidity
Rs tn 03-06-2022 06-06-2022 change (Rs tn)
Net Liquidity (-Surplus/+deficit) (3.4) (3.2) 0.2
Reverse repo 0.3 1.0 0.7
Repo 0 0 0
Source: RBI, Bank of Baroda Research
Fig 6 — Capital market flows
02-06-2022 03062022  Change (USS '““’frs)
FII (US$ mn) 0.8 (468.7) (469.5)
Debt 745 75 (67.0)
Equity (73.7) (476.2) (402.5)
Mutual funds (Rs cr) 2,662.0 151.3 (2,510.8)
Debt 586.9 123.3 (463.6)
Equity 2,0751 279 (2,047.2)

Source: Bloomberg, Bank of Baroda Research, Mutual fund data as of 31st May and 1st Jun 2022

=  Crude prices moderated slightly by 0.2% to US$ 120/bbl as gasoline and
distillate stockpiles in the US are likely to increase, according to the Reuters
poll report. However, it is likely to inch up as Saudi Arabia raised the Jul'22
official selling price (OSP). Gold prices fell by 0.5% as dollar strengthened.

Fig 7 — Commodities

03-06-2022 06-06-2022 % change
Brent crude (US$/bbl) 119.7 1195 (02)
Gold (US$/ Troy Ounce) 1,851.2 18414 (0.5)
Copper (US$/ MT) 94985 9,743.0 26
Zinc (US$/MT) 38845 38775 (02)
Aluminium (US$/MT) 27260 2,7825 2.1

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.

Visit us at

Yy O O © 0N

For further details about this publication, please contact:

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