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MORNING MOCHA 13 April 2022

Retail inflation in both US (8.5% versus 8.4%) and India (6.95% versus 6.4%) was ECONOMIST
reported to be higher than expected in Mar'22. Inflation in US has confirmed that Fed Sonal Badhan
is likely to hike rates aggressively. Even RBI is expected to begin rate hike soon as

CPI touched 1.5 year high. Qil prices are further inching up on news of easing Covid-

19 restrictions in China, and OPEC’s concerns over supply gap. Growth in India’s IIP

also remained muted at 1.7% Feb’22 (est.: 2.7%) so far.

= Except China and Hong Kong, stocks markets in other major economies ended
lower. Higher than expected US CPI data bolstered the case of aggressive rate

hikes by Fed. Nikkei declined the most by 1.8%. Shanghai Comp rose by 1.5%
amidst expectations of further stimulus to support growth. Sensex fell by 0.7%,
dragged by metal, real estate and oil and gas stocks. However it is trading
higher today, in line with other Asian stocks.

Fig 1 — Stock markets

11-04-2022 12-04-2022 % change
Dow Jones 34,308 34,220 (0.3)
S &P 500 4,413 4,397 (0.3)
FTSE 7,618 7,577 (0.5)
Nikkei 26,822 26,335 (1.8)
Hang Seng 21,208 21,319 05
Shanghai Comp 3,167 3,213 15
Sensex 58,965 58,576 0.7
Nifty 17,675 17,530 (0.8)

Source: Bloomberg, Bank of Baroda Research

= Except CNY (higher) and JPY (flat), other global currencies closed lower. DXY
rose by 0.4% to its highest since May’20 supported by hawkish comments from
Fed Governor Brainard. EUR depreciated by 0.5%, as investors remained
cautious ahead of ECB meeting and uncertainty around French elections. INR
depreciated by 0.2% as oil prices moved up again. It is likely to open even lower
today in line with other Asian currencies.

Fig 2 — Currencies

11-04-2022 12-04-2022 % change
EURIUSD 1.0884 1.0828 (0.5)
GBP/USD 1.3030 1.3001 0.2)
USD/IJPY 125.37 125.38 0
USD/INR 75.96 76.14 0.2)
USD/CNY 6.3700 6.3657 0.1

Source: Bloomberg, Bank of Baroda Research

= Global yields closed mixed. While yields fell in US and Europe, they closed flat
in Japan and China. US 10Y yield fell the most by 6bps followed by UK (4bps)
and Germany’s (3bps) yield. US CPI print confirmed that Fed will most likely
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hike rate by 50bps in its next meeting. India’s 10Y yield rose by 4bps to 7.19%
following RBI’s hawkish policy.

Fig 3 — Bond 10Y yield

11-04-2022 12-04-2022 change in bps
us 2.78 2.72 (6)
UK 1.85 1.80 4)
Germany 0.82 0.79 (3)
Japan 0.24 0.25 0
China 2,77 2.77 0
India 7.15 7.19 4

Source: Bloomberg, Bank of Baroda Research

= T-bill rates inched up, following RBI's auction of Rs 388bn. Cut-off yield for 91-
day paper was at 3.98%, for 182-day it was 4.4% and for 364-day it was 4.8%.

Fig 4 — Short term rates

11-04-2022 12-04-2022 % change
Tbill-91 days 3.94 3.97 3
Tbill-182 days 4.39 4.41 2
Tbill-364 days 4.75 478 3
G-Sec 2Y 5.05 5.16 11
SONIA int rate benchmark 0.69 0.69 0
US SOFR 0.30 0.30 0
Source: Bloomberg, Bank of Baroda Research
Fig 5 — Liquidity
Rs tn 11-04-2022 12-04-2022 Change (Rs tn)
Net Liquidity (-Surplus/+deficit) (7.0) (7.1) (0.1)
Reverse repo 59 5.9 0
Repo 0 0 0
Source: RBI, Bank of Baroda Research
Fig 6 — Capital market flows
8-04-2022 11042022  Change (US$ "‘“’Ers)
FIl (US$ mn) (58.3) (234.1) (175.9)
Debt (6.1) (41.5) (35.4)
Equity (52.2) (192.7) (140.5)
Mutual funds (Rs cr) 1,509.7 (1,522.7) (3,032.4)
Debt 582.1 (1,560.5) (2,142.5)
Equity 927.7 378 (889.9)

Source: Bloomberg, Bank of Baroda Research | Note: Mutual Fund data pertains to 7 and 8 Apr 2022

= Crude prices jumped sharply by 6.3% to US$ 105/bbl. Easing of lockdown
restrictions in China and OPEC’s warning that it will be impossible to replace
7mn bbl/day output if sanctions on Russian oil are placed, led the jump.

Fig 7 — Commodities

11-04-2022 12-04-2022 % change
Brent crude (US$/bbl) 98.5 104.6 6.3
Gold (US$/ Troy Ounce) 1,953.5 1,966.8 0.7
Copper (US$/ MT) 10,181.8 10,326.3 14
Zinc (US$/MT) 4,333.0 4,416.8 1.9
Aluminum (US$/MT) 3,248.0 3,267.0 0.6

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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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

