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MORNING MOCHA 13 November 2023
Hawkish comments from Fed Chair on the trajectory of inflation has again spurred ECONOMIST
some bit of selling in the bond market. The upcoming CPI inflation data is crucial for Dipanwita Mazumdar

market to get some cues. In a separate release, University of Michigan’s, both 1 and
5Year inflation expectation firmed up signalling some un-anchoring. In UK, Q3
provisional estimate of GDP remained flat better than anticipated contraction of
0.1%. Equity market rally in the US was driven by tech stocks. However Asian stocks
remained cautious eyeing US-China talks. On domestic front, all eyes will be on CPI
data release (market expectation: 4.8%, BoB estimate: 4.7%)

=  Global stocks closed mixed. A host of factors starting from hawkish comments

of Fed Chair on inflation trajectory to earnings report and also macro data
releases (inflation expectation data in the US and GDP print in UK), impacted
market sentiments. S& P 500 rose the most followed by Dow Jones, pulled up
mostly by tech stocks. Asian stocks were trading lower. Sensex rose by 0.1%. It
has further risen by 0.5% in the Muhurat trading session. It is trading lower
today, while other Asian stocks are trading mixed.

Fig 1 — Stock markets

9-11-2023 10-11-2023 % change
Dow Jones 33,892 34,283 1.2
S &P 500 4,347 4,415 1.6
FTSE 7,456 7,361 (1.3)
Nikkei 32,646 32,568 0.2)
Hang Seng 17,511 17,203 (1.8)
Shanghai Comp 3,053 3,039 (0.5)
Sensex 64,832 64,905 0.1
Nifty 19,395 19,425 0.2

Source: Bloomberg, Bank of Baroda Research

= Global currencies closed mixed. DXY remained flat as cautiousness prevailed
before the release of US CPI data. EUR appreciated by 0.2% awaiting
comments from ECB Vice President. JPY depreciated by 0.1% tracking
comments from BoJ Governor who said that some distance is yet to cover
before reaching 2% inflation target sustainably. INR also depreciated by 0.1%
due to Fll outflows. It is trading higher today, in line with other Asian currencies.

Fig 2 — Currencies

9-11-2023 10-11-2023 % change
EUR/USD (1 EUR/USD) 1.0668 1.0686 0.2
GBP/USD (1 GBP / USD) 1.2223 1.2227 0.0
USD/JPY (JPY /1 USD) 151.35 151.52 0.1)
USD/INR (INR/1 USD) 83.29 83.34 (0.1)
USD/CNY (CNY /1 USD) 7.2846 7.2855 0

Source: Bloomberg, Bank of Baroda Research
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= Except China (flat), global yields closed higher. Hawkish comments from Fed
Chair has spurred selling spree in the market once again. UK’s 10Y yield rose
the most by 6bps as GDP data showed some momentum in economic activity.
US 10Y yield rose by 3bps as inflation expectation remained firm. India’s 10Y
yield rose by 2bps, ahead of CPI data. It is trading at the same level today.

Fig 3 — Bond 10Y yield

9-11-2023 10-11-2023 change in bps
us 4.62 4.65 3
UK 427 4.34 6
Germany 2.65 2.72 7
Japan 0.84 0.85 1
China 2.65 2.65 0
India 7.28 7.30 2
Source: Bloomberg, Bank of Baroda Research
Fig 4 — Short term rates
9-11-2023 10-11-2023 change in bps
Tbill-91 days 6.91 6.92 1
Tbill-182 days 7.06 7.06 0
Tbill-364 days 7413 7.14 1
G-Sec 2Y 7.23 7.26 3
India OIS-2M 6.82 6.84 2
India OIS-9M 6.84 6.87 3
SONIA int rate benchmark 5.19 5.19 0
US SOFR 5.32 5.32 0
Source: Bloomberg, Bank of Baroda Research
Fig 5 — Liquidity
Rs tn 9-11-2023 10-11-2023 change (Rs tn)
Net Liquidity (-Surplus/+deficit) 05 04 (0.1)
Reverse repo 01 0.2 0
Repo 0 0 0
Source: RBI, Bank of Baroda Research
Fig 6 — Capital market flows
8-11-2023 9-11.2023  change (US$ "‘“’Ers)
FIl (US$ mn) 33.9 (73.4) (107.3)
Debt 141.2 102.2 (39.0)
Equity (107.3) (175.6) (68.3)
Mutual funds (Rs cr) 2,181.8 599.4 (1,582.3)
Debt 1,667.7 106.7 (1,561.0)
Equity 514.1 492.8 (21.3)

Source: Bloomberg, Bank of Baroda Research

= Qil prices rose amidst reports of Iraq voicing for more output cut.

Fig 7 — Commodities

9-11-2023 10-11-2023 % change
Brent crude (US$/bbl) 80.0 814 18
Gold (US$/ Troy Ounce) 1,958.6 1,940.2 (0.9)
Copper (US$/ MT) 8,068.1 7,954.7 (1.4)
Zinc (USS/MT) 2,599.2 2,557.4 (1.6)
Aluminium (US$/MT) 22425 2,215.0 (1.2)

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

ECONOMICS RESEARCH 3 13 November 2023


https://twitter.com/bankofbaroda
https://www.facebook.com/officialbankofbarodapage/
https://bitly.bobyt/
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