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Reserve Bank of Australia, in line with market expectations, left its policy rates ECONOMIST
unchanged for the 4" consecutive time in May’24. This was owing to slower than Sonal Badhan

anticipated decline in inflation (3.6% in Q1CY24). Fuel and services inflation
continue to pose a threat and inflation is even expected to inch up to 3.8% towards
the end of the year. Hence analysts are now expecting delayed rate cut by RBA in
CY25. Impact of higher rates is visible on domestic consumption as retail sales in
Q1CY24 fell by (-) 0.4% versus est.: (-) 0.2% and from 0.3% in Q4CY23. In UK as
well, elevated rates have hit the disposable income and led to (-) 4% YoY decline in
retail sales (BRC-KPMG monitor) versus 5.1% increase in Apr'23. Non-food sales

fell sharply (-2.8%), paving way for BoE’s rate cut trajectory. Domestically, Mospi
data shows that household’s net financial savings fell to a 5-year low in FY23 and
rose by only 5.3% versus 7.2% in FY22, as household liabilities increased.

=  Barring domestic indices, other global indices ended higher. US indices
continued to gain amidst renewed expectation of rate cut this year, with first one
expected in Sep’24. Better than expected earnings report have allayed some
fears around sticky inflation. Sensex ended in red, with the VIX remaining
elevated. It is trading lower today, in line with other Asian stocks.

Fig 1 — Stock markets

6-05-2024 7-05-2024 Change, %
Dow Jones 38,852 38,884 0.1
S &P 500 5,181 5,188 0.1
FTSE 8,213 8,314 1.2
Nikkei 38,236 38,835 1.6
Hang Seng 18,476 18,479 0
Shanghai Comp 3,141 3,148 0.2
Sensex 73,878 73,512 (0.5)
Nifty 22,476 22,303 (0.8)

Source: Bloomberg, Bank of Baroda Research | Note: Markets in Japan and UK were closed on 6 May

= Except INR, other global currencies ended lower. DXY strengthened as investor
monitored commentary by Fed officials over trajectory of rates. JPY weakened
further by 0.5% with the focus shifting towards PMI data and BodJ statement.
INR is trading stronger today, while other Asian currencies are trading mixed.

Fig 2 — Currencies

6-05-2024 7-05-2024 Change, %
EUR/USD (1 EUR/USD) 1.0769 1.0755 (0.1)
GBP/USD (1 GBP / USD) 1.2562 1.2509 (0.4)
USD/JPY (JPY /1 USD) 153.92 154.69 (0.5)
USD/INR (INR/1 USD) 83.50 83.52 0
USD/CNY (CNY /1 USD) 7.2088 7.2186 0.1)

Source: Bloomberg, Bank of Baroda
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Global yields continue to decline, led by 10bps drop in UK’s 10Y yield. Weaker

than anticipated retail sales in UK has strengthened the case for BoE'’s rate cut

in the coming months. Its decision is due tomorrow, which may provide forward

guidance. India’s 10Y yield rose by 2bps, ahead of RBI’s bond buyback

tomorrow. It is trading further higher at 7.14% today.

Fig 3 — Bond 10Y yield

6-05-2024 7-05-2024 Change, bps
us 4.49 4.46 (3)
UK 4.22 413 (10)
Germany 247 242 (5)
Japan 0.90 0.87 (3)
China 2.3 229 (2)
India 7.1 713 2

Source: Bloomberg, Bank of Baroda Research| Note: Markets in Japan and UK were closed on 6 May

Fig 4 — Short term rates

6-05-2024 7-05-2024 change in bps
Tbill-91 days 6.92 6.93 1
Tbill-182 days 6.99 7.00 1
Tbill-364 days 7.05 7.05 0
G-Sec 2Y 7.07 7.09 1
India OIS-2M 6.68 6.70 2
India OIS-9M 6.77 6.79 2
SONIA int rate benchmark 5.20 5.20 0
US SOFR 5.31 5.31 0
Source: Bloomberg, Bank of Baroda Research
Fig 5 — Liquidity
Rs tn 6-05-2024 7-05-2024 change (Rs tn)
Net Liquidity (-Surplus/+deficit) 1.0 14 04
Reverse Repo 0 0 0
Repo 1.6 1.6 0
Source: RBI, Bank of Baroda Research
Fig 6 — Capital market flows
3-05-2024 6052024  change (US$ moite
FIl (US$ mn) (158.2) (94.3) 63.8
Debt 98.3 436 (54.7)
Equity (256.4) (137.9) 118.5
Mutual funds (Rs cr) 8514 0.6 (850.8)
Debt (876.9) (394.1) 482.8
Equity 1,728.3 394.7 (1,333.6)
Source: Bloomberg, Bank of Baroda Research| Note: Mutual Fund data as of 2 May and 3 May
Qil prices fell, following the news of higher than anticipated US crude stocks.
Fig 7 — Commodities
6-05-2024 7-05-2024 % change
Brent crude (US$/bbl) 83.3 83.2 0.2)
Gold (US$/ Troy Ounce) 2,324.0 2,3141 (0.4)
Copper (US$/ MT) 9,790.1 9,894.3 1.1
Zinc (US$/MT) 2,872.6 2,926.4 19
Aluminium (US$/MT) 2,551.5 2,569.5 0.7
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Source: Bloomberg, Bank of Baroda Research| Note: Market in UK was closed on 6 May
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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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https://twitter.com/bankofbaroda
https://www.facebook.com/officialbankofbarodapage/
https://bitly.bobyt/
https://www.instagram.com/officialbankofbaroda/?hl=en
https://in.linkedin.com/company/bankofbaroda

