INDIA ECONOMICS

MORNING MOCHA

US CPI came in higher than expected (0.4%in Sep’23 on MoM basis) led by
acceleration in shelter cost (0.6% from 0.3%) and services (0.6% from 0.4%). This
raises expectation that Fed will keep rates elevated for longer time. China’s inflation
remained steady in Sep’23 (0.1% in Aug’23) against an expectation of 0.2%. On the
other hand, producer price index remained in contraction (-2.5% from -3% in
Aug’23). This raised concern of deflationary pressure in the economy. On domestic
front, India’s inflation and industrial growth surprised positively. CPI moderated to
5% from 6.8% in Aug’23 with core softening to 4.6%. Food inflation eased to 6.6%
(9.9% in Aug’23) and fuel inflation contracted to 0.1% (+4.3% in Aug’23). Industrial
growth expanded to 10.3% due to base effect and strong growth in infra goods.

=  Global indices ended mixed. Investors monitored US inflation data which came
in higher than anticipated (0.4% against est; 0.3%) and ECB minutes which
highlighted differences among members along with concerns on growth as well
as upside risks to inflation. Sensex ended in red and was dragged down by
losses in IT stocks. It is trading lower today, in line with other Asian stocks.

Fig 1 — Stock markets

11-10-2023 12-10-2023 % change
Dow Jones 33,805 33,631 (0.5)
S &P 500 4,377 4,350 (0.6)
FTSE 7,620 7,645 0.3
Nikkei 31,937 32,495 1.7
Hang Seng 17,893 18,238 19
Shanghai Comp 3,079 3,108 0.9
Sensex 66,473 66,408 (0.1)
Nifty 19,811 19,794 (0.1)

Source: Bloomberg, Bank of Baroda Research

= Global currencies closed lower against the dollar. EUR dropped the most. DXY
firmed up after higher than expected inflation data raised the possibility of Fed
keeping rates higher for longer. INR depreciated by 0.1% as oil prices inched
up. It is trading higher today, while other Asian currencies are trading mixed.

Fig 2 — Currencies

11-10-2023 12-10-2023 % change
EUR/USD (1 EUR/USD) 1.0620 1.0528 (0.9)
GBP/USD (1 GBP / USD) 1.2313 1.2175 (1.1)
USD/JPY (JPY /1 USD) 149.17 149.81 (0.4)
USD/INR (INR/1 USD) 83.19 83.25 (0.1)
USD/CNY (CNY /1 USD) 7.3007 7.3060 (0.1)

Source: Bloomberg, Bank of Baroda Research

=  Sovereign yields in US and Europe jumped sharply, following the release of
hotter than expected US CPI print. US 10Y yield jumped 14bps. Probability of
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one more rate hike by Fed has increased to 38% from 28% previously. On the
other hand, India’s 10Y yield fell by 1bps, even as oil prices showed slight
upward movement. However, it is trading higher today at 7.37%, following global
cues.

Fig 3 — Bond 10Y yield

11-10-2023 12-10-2023 change in bps
us 4.56 4.70 14
UK 4.33 442 9
Germany 2.72 2.79 7
Japan 0.77 0.76 0]
China 2.70 2.70 0
India 7.31 7.30 (1
Source: Bloomberg, Bank of Baroda Research
Fig 4 — Short term rates
11-10-2023 12-10-2023 change in bps
Tbill-91 days 6.87 6.87 0
Tbill-182 days 7.10 7.09 0]
Thill-364 days 712 712 0
G-Sec 2Y 7.23 7.24 1
India OIS-2M 6.82 6.82 0
India OIS-9M 6.97 6.95 2)
SONIA int rate benchmark 5.19 519 0
US SOFR 5.31 5.31 0
Source: Bloomberg, Bank of Baroda Research
Fig 5 — Liquidity
Rs tn 11-10-2023 12-10-2023 change (Rs tn)
Net Liquidity (-Surplus/+deficit) 0.5 0.3 (0.1)
Reverse repo 0.1 0.1 0
Repo 0 0 0
Source: RBI, Bank of Baroda Research
Fig 6 — Capital market flows
10-10-2023 1140-2023  change (US$ "‘“’frs)
FII (US$ mn) (47.1) (19.1) 28.0
Debt 61.6 2.3 (59.2)
Equity (108.6) (21.4) 87.2
Mutual funds (Rs cr) (1,360.3) 1,515.6 2,875.9
Debt (2,204.5) (750.3) 1,454.2
Equity 844.2 2,265.9 1,421.7

Source: Bloomberg, Bank of Baroda Research Note: Mutual fund data as of 6t and 9t Oct 2023

= Oil prices inched up by 0.2%, amidst stronger build up in US crude stock piles.

Fig 7 — Commodities

11-10-2023 12-10-2023 % change
Brent crude (US$/bbl) 85.8 86.0 0.2
Gold (US$/ Troy Ounce) 1,874.4 1,868.9 (0.3)
Copper (US$/ MT) 7,946.5 7,915.8 (0.4)
Zinc (US$/MT) 2,448.5 2,425.0 (1.0)
Aluminium (US$/MT) 2,214.0 2,200.0 (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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