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SUMMARY

INDIA ECONOMICS: BONDS WRAP

The global yields largely softened in Sep’24. US 10Y yield eased after Fed
unveiled the rate cuts and signaled the possibility of additional cuts this year and
this will be followed in CY25. Moderation in the recent PCE data adding to the
Fed’s conviction of abating price pressure, with inflation inching closer to the target
mark. Incoming US jobs data will add further clarity to Fed’s guidance on rate
outlook. On the domestic front, given the moderation in inflation and favorable
liquidity conditions, India’s 10Y yield eased. Going forward, the 10Y yield is
expected to trade in the range of 6.68%-6.75% in Oct'24, with risk evenly
balanced. On policy rate, we anticipate RBI will wait and watch before taking any
action in Dec’24 given the moderation in headline inflation.

Click here for the full report.

INDIA ECONOMICS: CREDIT POLICY EXPECTATIONS

The Reserve Bank of India’s Monetary Policy Committee (MPC) is likely to vote for
status quo on both rates and stance in its October policy meet. While inflation has
fallen below the RBI's target of 4% in each of the last 2 months, this was led primarily
by a positive base effect. Even so, the outlook on food inflation is positive supported
by a normal monsoon. Further, arrival of fresh crops should help ease the stickiness
in prices of key vegetables. Core inflation is also expected to remain at or below 4%.

Click here for the full report.
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INDIA ECONOMICS: CURRENCY UPDATE

INR appreciated by 0.1% in Sep’24 against a depreciation of -0.2% seen in Aug’24.

This was supported by a weaker dollar. Apart from this, increased quantum of FPI
flows (record high equity inflows), range bound commodity prices and the narrative
of easier liquidity conditions amidst global monetary policy easing, have lent
comfort. However, in terms of gains observed in major EM peers, INR was largely
capped. This may be attributable to quarter end phenomenon and higher dollar
demand from importers and banks.

Click here for the full report.

INDIA ECONOMICS: MONSOON UPDATE

As the monsoon has begun retreating, we look at how rainfall fared this season.
Rainfall was 8% above the LPA till 30 Sep 2024. Momentum was maintained until
the first fortnight of Sep’24 with total rainfall at 111.1mm versus 78.1mm. Between
1 Jun and 30 Sep 2024, out of 33 sub-divisions, (89% of the country) received
normal or above normal rainfall so far and 5 states were in the deficient zone.
Region-wise, except East & North East (-14%) which continues to report deficient
rainfall, all others have received higher than normal rainfall during this period.

Click here for the full report.

INDIA ECONOMICS: MONTHLY ECONOMIC BUFFET

Markit manufacturing PMI shows that activity in major European economies
(Germany/France) remains in severe stress, and activity in Japan is also how
beginning to deteriorate. As per flash PMiIs, the story is similar in case of US as
well. In the US, other macro indicators for Aug’24 are also pointing towards a soft
landing. Retail sales and new home sales have weakened, and unsold inventory is
on the rise. Non-farm payrolls also rose less than expected. Private consumption
expenditure growth was revised lower in the final estimates for Q2CY24 GDP
growth. In view of steady inflation, Fed delivered a super-sized rate cut (50bps) in
its Sep’24 meeting, and the dot plot indicates another 50bps cut can be expected
over the next 2 meetings. Another concern for global growth is coming from muted
growth in China.

Click here for the full report.

EQUITY RESEARCH

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

03 October 2024


https://www.barodaetrade.com/Reports/BOBEconomics-CurrencyUpdate1Oct24-Research.pdf
https://www.barodaetrade.com/Reports/BOBEconomics-MonsoonUpdate1Oct24-Research.pdf
https://www.barodaetrade.com/Reports/BOBEconomics-MonthlyEconomicBuffet1Oct24-Research.pdf

d 30 asier
INDIA ECONOMICS BankofBaroda
B - EE

BONDS WRAP 01 October 2024

Fortnightly review

Jahnavi Prabhakar

The global yields largely softened in Sep’24. US 10Y yield eased after Fed _
Economist

unveiled the rate cuts and signaled the possibility of additional cuts this
year and this will be followed in CY25. Moderation in the recent PCE data
adding to the Fed’s conviction of abating price pressure, with inflation
inching closer to the target mark. Incoming US jobs data will add further
clarity to Fed’s guidance on rate outlook. On the domestic front, given the
moderation in inflation and favorable liquidity conditions, India’s 10Y
yield eased. Going forward, the 10Y yield is expected to trade in the range
of 6.68%-6.75% in Oct’24, with risk evenly balanced. On policy rate, we
anticipate RBI will wait and watch before taking any action in Dec’24

given the moderation in headline inflation.

Movement in global yields in Sep’24:

= There was significant variation in movement in global yields in Sep’24 across
global economies. While 10Y yield in Indonesia fell by 18bps, yields in US was
down by 13bps and for China, the bond yields were up by 3bps respectively.

Table 1. 10Y yield movement globally
10Y sovereign yield, 30 Aug  10Y sovereign yield, 30 Sep Change in bps

G 25 2024 2024 (MoM)
China 2.18 2.21 3
UK 4.02 4.00 Q)
Japan 0.90 0.86 4)
Singapore 2.69 2.60 9)
Korea 3.09 299 (10)
India 6.86 6.75 (1)
us 3.90 3.78 (12)
Germany 2.30 212 (18)
Indonesia 6.63 6.45 (18)

Source: Bloomberg, Bank of Baroda Research

= US 10Y yields ended lower by 12bps in Sep’24. US Fed began with the aggressive
rate cut as it announced the 50bps cut and the beginning of the easing cycle after
a span of 4-years. With this the benchmark policy rate were lowered down to 4.75-
5%. Fed Chair referred to it as ‘recalibration’ given the moderation in inflation as it
is moving closer to the target mark and noted the economy continues to signal
resilience. According to the Fed dot plot, FOMC members have projected the fed
funds rate to be lowered down by a total of 100bps this year (including the Sep’24
cut), by 100bps in CY25 and by 50bps in CY26.

ECONOMICS RESEARCH A



da 34t dsler
INDIA ECONOMICS BankofBaroda
B = B

CREDIT POLICY
EXPECTATIONS 01 October 2024

Status quo for now

Aditi Gupta

The Reserve Bank of India’s Monetary Policy Committee (MPC) is likely to _
Economist

vote for status quo on both rates and stance in its October policy meet.
While inflation has fallen below the RBI’s target of 4% in each of the last 2
months, this was led primarily by a positive base effect. Even so, the
outlook on food inflation is positive supported by a normal monsoon.
Further, arrival of fresh crops should help ease the stickiness in prices of
key vegetables. Core inflation is also expected to remain at or below 4%.

However, risks to the outlook remain from unseasonal rainfall during the withdrawal
of monsoon which can impact standing crops. On growth, it does appear that the
economy is moving along at a steady rate. As such, India’s macro fundamentals
remain robust, and the economy is likely to register growth of 7.3-7.4% in FY25.
Given this backdrop, the MPC is likely to wait for another few months to assess the
risks to the inflation trajectory, before cutting rates. We expect a rate cut and change
in stance in Dec’24.

Growth and inflation dynamics

Domestic growth: Recent high frequency indicators paint a mixed picture of the
economy in Q2 FY25. Manufacturing PMI slipped to 56.5 in Sep’24 from 57.5 in
Aug’24. Vehicle sales have moderated, with PV sales declining by 4.5% in Aug’24.
Tractor sales have also moderated sharply. Core sector output also contracted for
the first time since Feb’'21.

On the other hand, GST e-way bills have seen a steady growth. Services sector
activity is also witnessing a continued expansion as signalled by the services PMI.
The weakness in domestic activity can be attributed to seasonal factors as activity is
sluggish during the monsoon period. Despite this, India remains on track to register
a strong growth of 7.3-7.4% in FY25.

Growth is likely to get a boost from the upcoming festive season. Further, abundant
rainfall during the monsoon is also likely to quicken the pace of recovery in the rural
sector. Government expenditure has also started to pick up after the elections, and
there are signs of a revival in the private sector capex cycle as well. CMIE data on
new investment announcements indicate improvement over Q2-FY24. Merchandise
exports are expected to benefit from a recovery in global demand amid a
synchronised monetary policy easing cycle by global central banks.

Inflation scenario: CPI inflation has tracked below RBI's median target of 4% in the
last 2-months, led by a favourable base. Food inflation also moderated but continued
to track above the 4% mark.
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CURRENCY UPDATE
Fortnightly forex review

INR appreciated by 0.1% in Sep’24 against a depreciation of -0.2% seen in
Aug’24. This was supported by a weaker dollar. Apart from this,
increased quantum of FPI flows (record high equity inflows), range bound
commodity prices and the narrative of easier liquidity conditions amidst
global monetary policy easing, have lent comfort. However, in terms of
gains observed in major EM peers, INR was largely capped. This may be
attributable to quarter end phenomenon and higher dollar demand from

importers and banks.
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Dipanwita Mazumdar
Economist

In the near term, macro conditions remain favourable forINR. DXY is expected to
trade with a downward bias as disinflation is underway in the region and
consumption demand is softening. FPI flows will further gain strength as index
inclusion becomes broad based with increased weightage which in turn will attract
security specific flows. On external front, enough cushioning in terms of adequate
forex reserves along with timely intervention of RBI will ensure volatility of rupee to
be largely contained. We expect INR to trade in the range of 83.7-83.8/USD in
Oct’24, with an appreciating bias.

Movement in global currencies in Sep’24

In Sep’24, major global currencies appreciated against the dollar. This comes in the
wake of a weaker dollar. Dollar rhetoric was supported by a weaker private
consumption demand in the US (Q2, 3rd estimate), slowly converging to its trend.
This coupled with disinflation in core PCE and falling wages, signalled that more
softening on labour market is imminent. This was addressed in the latest Fed policy
where a sizable cut was delivered of 50bps. Thus, DXY fell by 0.9%. Asian
currencies remained bullish triggered by risk on sentiment. However, Asian central
banks have hinted that whether it would be ahead or behind the monetary policy
curve is more contingent on domestic growth-inflation play off. JPY continued to gain
from expectation of policy normalisation, major macros such as stickier CPI data and
moderation in jobless rate and improved retail sales numbers, all reflect the same.
However, coming days remain crucial with the election of new Liberal Democratic
Party leader. Some policy discontinuity may be seen. EUR USD pair got comfort
albeit ECB delivering a rate cut of 25bps, second in its current cycle. ECB Chief’s
reiteration that inflation is comfortably nearing its targeted level may tune market to
remain less bullish on currency, going ahead. The latest Germany’s inflation print
also confirms the same.
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MONSOON UPDATE
Monsoon begins to retreat

As the monsoon has begun retreating, we look at how rainfall fared this
season. Rainfall was 8% above the LPA till 30 Sep 2024. Momentum was
maintained until the first fortnight of Sep’24 with total rainfall at 111.1mm
versus 78.1mm. Between 1 Jun and 30 Sep 2024, out of 33 sub-divisions,
(89% of the country) received normal or above normal rainfall so far and 5
states were in the deficient zone. Region-wise, except East & North East
(-14%) which continues to report deficient rainfall, all others have

received higher than normal rainfall during this period.
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Sonal Badhan
Economist

Central region (+19%) and Southern peninsula (+14%) recorded significant excess
rainfall. Following the regional trend in rainfall, overall reservoir storage levels was at
comfortable level of 87% as of 26 Sep 2024, compared with 71% last year. Only
northern region has storage levels (68%) lower than last year (86%), due to below
normal levels seen in reservoirs of Punjab and HP. Apart from these two states and
Goa (at normal level), reservoir levels across other states have recorded levels
above normal this season. This implies that while Kharif has benefited from above
normal monsoon, Rabi sowing is also expected to do well with above normal water
storage available. Sown area data showed that as of 23 Sep, Kharif sowing was
1.5% higher than last year and had even crossed the normal area level. Acreage of,
paddy, oilseeds, sugarcane and coarse cereals has already exceeded its normal

sown area.
Monsoon:

As the monsoon begins to retreat, we take a look at how different regions fared in
this season. At all India level, for the period 1 Jun to 30 Sep 2024, South West

Monsoon was 8% above LPA compared with last year.

= Most part of the country, specifically, Central, Eastern and parts of North-Eastern
regions received normal rainfall this season. These include states like, M.P.,
U.P., Haryana, Himachal Pradesh, Uttarakhand, Jharkhand, Chhattisgarh, W.
Bengal, Odisha, Assam, Mizoram and Meghalaya.

= Rainfall in Ladakh was also normal.
= Inthe South, Kerala, Karnataka and Tamil Nadu received normal rainfall this year.

= Most parts of western region of the country recorded excess rainfall. This
includes states like Rajasthan, Gujarat, Maharashtra, Telangana and Andhra
Pradesh.
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MONTHLY ECONOMIC BUFFET
Economic Round-up: September 2024

Markit manufacturing PMI shows that activity in major European
economies (Germany/France) remains in severe stress, and activity in
Japan is also now beginning to deteriorate. As per flash PMIs, the story
is similar in case of US as well. In the US, other macro indicators for
Aug’24 are also pointing towards a soft landing. Retail sales and new
home sales have weakened, and unsold inventory is on the rise. Non-
farm payrolls also rose less than expected. Private consumption
expenditure growth was revised lower in the final estimates for Q2CY24
GDP growth. In view of steady inflation, Fed delivered a super-sized rate
cut (50bps) in its Sep’24 meeting, and the dot plot indicates another
50bps cut can be expected over the next 2 meetings. Another concern for

global growth is coming from muted growth in China.
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Sonal Badhan
Economist

Retail sales, industrial production, industrial profits, FAI growth noted slowdown in
Aug’24. However, some recovery was visible in the manufacturing sector in Sep’24,
as official PMI index rose to 50.4 from 49.8 in Aug’24. PBOC has also announced a
slew of measures to revive growth (RRR cut, LPR cut, lower minimum down
payment required for 2nd home loan, aligning rate of interest for existing home loans
with new home loans). The impact of these measures is expected to be only limited.

Global Central Banks: In Aug/Sep’24, in line with market expectations, major
central banks (US Fed, ECB) lowered their policy rates. US Fed delivered an
outsized rate cut of 50bps, keeping in view softening labour market conditions and
steady inflation trajectory. Dot plot shows possibility of another 50bps cut this year
and another 100bps cut in CY25. ECB lowered its policy rate by 25bps, in the wake
of deteriorating economic conditions. Bank of England (BoE) on the other hand, held
its rates unchanged and is expected to deliver least aggressive rate cuts this year,
with only 1 more rate cut expected in the remainder of the year, as it faces a
dilemma with services inflation remaining elevated. BoJ has also continued to
maintain is dovish stance, leading to rise in uncertainty about the timing of next rate
hike. PBOC lowered its RRR rate and 7-day LPR as part of the stimulus measures

announced to revive economic growth.

Key macro data releases: India’s current account deficit was recorded at 1.1% of
GDP in Q1FY25, compared with a surplus of 0.5% of GDP in Q4 FY24. This was led
primarily by a pickup in merchandise deficit. Rainfall is currently 8% above the LPA
till 30 Sep 2024, and the monsoon has begun retreating.
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Disclaimer

Name of the Research Entity: BOB Capital Markets Limited

Registered office Address: 1704, B Wing, Parinee Crescenzo, G Block, BKC, Bandra East, Mumbai 400051
SEBI Research Analyst Registration No: INHO00000040 valid till 03 February 2025
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Logo:

Investments in securities market are subject to market risks. Read all the related documents carefully before investing.
Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.

Recommendation scale: Recommendations and Absolute returns (%) over 12 months
BUY — Expected return >+15%

HOLD - Expected return from -6% to +15%

SELL - Expected return <-6%

Note: Recommendation structure changed with effect from 21 June 2021

Our recommendation scale does not factor in short-term stock price volatility related to market fluctuations. Thus, our recommendations may not always be strictly in
line with the recommendation scale as shown above.

Analyst certification

Each of the analysts mentioned in this research report certify, with respect to the sections of the report for which they are responsible, that (1) all of the views expressed
in this report accurately reflect his/her personal views about the subject company or companies and its or their securities, and (2) no part of his/her compensation was,
is, or will be, directly or indirectly, related to the specific recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and
are not associated persons of BOB Capital Markets Limited (BOBCAPS).

Important disclosures

This product is a compilation of previously published research notes. To view the complete report along with the associated Analyst certifications and Company-
specific disclosures, please click on the hyperlink accompanying each excerpt.

General disclaimers

BOBCAPS is engaged in the business of Stock Broking and Investment Banking. BOBCAPS is a member of the National Stock Exchange of India Limited and BSE
Limited and is also a SEBI-registered Category | Merchant Banker. BOBCAPS is a wholly owned subsidiary of Bank of Baroda which has its various subsidiaries
engaged in the businesses of stock broking, lending, asset management, life insurance, health insurance and wealth management, among others.

BOBCAPS’s activities have neither been suspended nor has it defaulted with any stock exchange authority with whom it has been registered in the last five years.
BOBCAPS has not been debarred from doing business by any stock exchange or SEBI or any other authority. No disciplinary action has been taken by any regulatory
authority against BOBCAPS affecting its equity research analysis activities.

BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZ000159332 dated 20 November 2017.

BOBCAPS prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives
of any companies that the analysts cover. Additionally, BOBCAPS prohibits its analysts and persons reporting to analysts from serving as an officer, director, or
advisory board member of any companies that the analysts cover.

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions contrary to
the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations
expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of
interest. Additionally, other important information regarding our relationships with the company or companies that are the subject of this material is provided herein.

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction We are not soliciting any action based on
this material. It is for the general information of BOBCAPS's clients. It does not constitute a personal recommendation or take into account the particular investment
objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this material, clients should consider whether it is
suitable for their particular circumstances and, if necessary, seek professional advice. BOBCAPS research reports follow rules laid down by Securities and Exchange
Board of India and individuals employed as research analysts are separate from other employees who are performing sales trading, dealing, corporate finance advisory
or any other activity that may affect the independence of its research reports.

The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any
investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does not
provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions —
including those involving futures, options, and other derivatives as well as non-investment-grade securities — that give rise to substantial risk and are not suitable for
all investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on as
such. Opinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the information
discussed in this material, but regulatory, compliance, or other reasons may prevent us from doing so.

We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have “long”
or “short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein and may from time to time add to or
dispose of any such securities (or investment). We and our affiliates may assume an underwriting commitment in the securities of companies discussed in this
document (or in related investments), may sell them to or buy them from customers on a principal basis, and may also perform or seek to perform investment banking
or advisory services for or relating to these companies and may also be represented in the supervisory board or any other committee of these companies.

For the purpose of calculating whether BOBCAPS and its affiliates hold, beneficially own, or control, including the right to vote for directors, one per cent or more of
the equity shares of the subject company, the holdings of the issuer of the research report is also included.
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BOBCAPS and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non-US
issuers, prior to or immediately following its publication. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an
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No part of this material may be (1) copied, photocopied, or duplicated in any form by any means or (2) redistributed without BOBCAPS'’s prior written consent.
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the subject company at the end of the month immediately preceding the date of publication of this report.
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Other disclaimers
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Distribution into the United Kingdom (“UK”):

This research report will only be distributed in the United Kingdom, in accordance with the applicable laws and regulations of the UK, by Maybank Securities (London)
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