INDIA ECONOMICS

MORNING MOCHA

Global stocks inched up amidst an improvement in risk-sentiment. Political
uncertainty in UK ended with the resignation of Prime Minister Boris Johnson.
Further, reports that China is considering a US$ 220bn stimulus plan also boosted
sentiments. In US, jobless claims rose unexpectedly to the highest since Jan’22 in
the week ended 2 Jul 2022, suggesting a cooling off in labour demand. Investors
keenly await US jobs report due later in the day.

Global equity indices ended higher. Stocks in Japan and US rose the most.
Investor sentiments were impacted by concomitant factors such as UK PM'’s
resignation, minutes of major central banks (Fed and ECB), expected stimulus
from China and underlying macro prints of major economies (US and Germany).
Sensex rose by 0.8% supported by metal and real estate stocks. It is trading
further higher today, in line with other Asian stocks.

Fig 1 — Stock markets

6-07-2022 7-07-2022 % change
Dow Jones 31,038 31,385 1.1
S &P 500 3,845 3,903 1.5
FTSE 7,108 7,189 1.1
Nikkei 26,108 26,491 1.5
Hang Seng 21,587 21,644 0.3
Shanghai Comp 3,355 3,364 0.3
Sensex 53,751 54,178 0.8
Nifty 15,990 16,133 0.9

Source: Bloomberg, Bank of Baroda Research

Global currencies closed mixed. DXY was flat ahead of US jobs report. EUR fell
by 0.2% (20-year low) as Germany’s industrial production rose less than
expected in May’22 (MoM). GBP rose by 0.8% supported by hawkish comments
from BoE’s Mann. CNY rose by 0.1% on reports of fresh fiscal stimulus. INR
gained 0.2% supported by RBI's measures to boost foreign inflows. However it
is trading weaker today, while other Asian currencies are trading mixed.

Fig 2 — Currencies

6-07-2022 7-07-2022 % change
EUR/USD 1.0182 1.0160 0.2)
GBP/USD 1.1926 1.2023 0.8
USDIPY 135.95 136.01 0
USD/INR 79.30 79.18 0.2
USD/CNY 6.7080 6.7007 0.1

Source: Bloomberg, Bank of Baroda Research

Except Japan and China (stable), global yields closed higher, Germany’s 10Y
yield rose the most by 11bps as ECB minutes highlighted that rate hike may be
higher than 25bps (as initially expected). Even US 10Y yield rose by 7bps as
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Fed officials (Christopher Waller and James Bullard) spoke of more restrictive
policy to curb price pressures. China’s 10Y yield remained stable as
government is planning to sell US$ 220bn of special bonds for funding
infrastructure. India’s 10Y yield rose by 6bps (7.35%) as oil prices inched up. It
is trading higher at 7.38% today, ahead of the auction results.

Fig 3 — Bond 10Y yield

6-07-2022 7-07-2022 change in bps
us 2.93 2.99 7
UK 2.09 213 4
Germany 1.21 1.32 1
Japan 0.25 0.25 0
China 2.84 2.84 0
India 7.29 7.35 6
Source: Bloomberg, Bank of Baroda Research
Fig 4 — Short term rates
6-07-2022 7-07-2022 change in bps
Tbill-91 days 5.10 5.10 0
Tbill-182 days 5.64 5.65 1
Thill-364 days 6.10 6.11 1
G-Sec 2Y 6.36 6.40 5
SONIA int rate benchmark 119 1.19 0
US SOFR 1.54 1.54 0
Source: Bloomberg, Bank of Baroda Research
Fig 5 — Liquidity
Rs tn 6-07-2022 7-07-2022 change (Rs tn)
Net Liquidity (-Surplus/+deficit) (2.9) (2.5) 04
Reverse repo 2.6 2.6 0
Repo 0 0 0
Source: RBI, Bank of Baroda Research
Fig 6 — Capital market flows
5-07-2022 6072022  change (US$ '“"’Ers)
FIl (US$ mn) 299.7 16.3 (283.5)
Debt 30.0 116.6 86.6
Equity 269.7 (100.3) (370.0)
Mutual funds (Rs cr) 1,043.9 1,912.2 868.3
Debt (248.2) 288.0 536.1
Equity 1,292.0 1,624.2 332.2

Source: Bloomberg, Bank of Baroda Research

= Crude prices rose by 3.9% to US$ 105/bbl as supply woes aggravated with US
sanctions on Iran. Gold prices rose by 0.1% amidst safe-haven demand.

Fig 7 — Commodities

6-07-2022 7-07-2022 % change
Brent crude (US$/bbl) 100.7 104.7 39
Gold (US$/ Troy Ounce) 1,738.9 1,740.2 0.1
Copper (US$/ MT) 7,506.3 7,8185 42
Zinc (US$/MT) 3,048.0 3,1835 44
Aluminium (US$/MT) 2,409.5 24425 1.4

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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For further details about this publication, please contact:

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