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Investors braced for the release of the CPI print and offer clarity on how long will Fed ECONOMIST
continue to tighten the policy rates. Separately, in Japan, corporate confidence took Jahnavi Prabhakar
a beating for both manufacturers (4 vs 12) and non-manufacturers (23 vs 32). This

was largely on account of higher cost of raw materials, subdued domestic and global

demand. In South Korea, the unemployment rate dropped to 2%, its lowest level

since Jun’99. On the domestic front, CPI inflation cooled off in Aug’23 (6.9% from

7.4% in Jul'23) led by easing in food prices. Government’s supply side measure

came into play to a certain extent. Industrial growth data surprised positively as

growth climbed up to 5.7% in Jul’23 led by mining and electricity sector.

=  Global indices ended mixed. US indices ended in red and were dragged down
by losses in tech sector. FTSE rose by 0.4% amidst news of UK jobs reports
tilting towards dovish side and unemployment coming in line with expectations.
Sensex too closed higher led by gains in IT sector. Positive macroeconomic
news (inflation cooled off and higher industrial growth) is expected to support
the markets. It is trading higher today, while Asian stocks are trading lower.

Fig 1 — Stock markets

11-09-2023 12-09-2023 % change
Dow Jones 34,664 34,646 0.1)
S &P 500 4,487 4,462 (0.6)
FTSE 7,497 7,528 04
Nikkei 32,468 32,776 1.0
Hang Seng 18,096 18,026 (0.4)
Shanghai Comp 3,143 3,137 0.2)
Sensex 67,127 67,221 0.1
Nifty 19,996 19,993 0

Source: Bloomberg, Bank of Baroda Research

=  Global currencies closed mixed. JPY (-0.3%) and GBP (-0.2%) fell most against
the dollar. DXY regained ground and rose by 0.1%, as investors turn jittery
ahead of US CPI print. A higher than expected print can raise probability of Fed
rate hike, thus reviving dollar demand. INR was up by 0.1%. However, it is
trading lower today, while other Asian currencies are trading mixed.

Fig 2 — Currencies

11-09-2023 12-09-2023 % change
EUR/USD (1 EUR/USD) 1.0750 1.0754 0
GBP/USD (1 GBP / USD) 1.2509 1.2490 0.2)
USD/JPY (JPY /1 USD) 146.59 147.08 (0.3)
USDI/INR (INR /1 USD) 83.03 82.92 0.1
USD/CNY (CNY /1 USD) 7.2891 7.2923 0

Source: Bloomberg, Bank of Baroda Research
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= Global yields closed mixed. While 10Y yields in Germany, Japan and China
ended flat, it closed lower elsewhere. 10Y yield in UK fell the most (-6bps).
BoE’s aggressive sale of bonds (even at losses) is raising concerns amongst
investors. Following global cues, India’s 10Y yield also fell by 2bps, and is
trading further lower today at 7.21%.

Fig 3 — Bond 10Y yield

11-09-2023 12-09-2023 change in bps
us 4.29 4.28 0]
UK 447 442 (6)
Germany 2.64 2.64 0
Japan 0.71 0.71 0
China 2.66 2.66 0
India 7.25 7.23 2)
Source: Bloomberg, Bank of Baroda Research
Fig 4 — Short term rates
11-09-2023 12-09-2023 change in bps
Tbill-91 days 6.82 6.85 3
Tbill-182 days 6.99 7.03 4
Tbill-364 days 6.98 7.00 2
G-Sec 2Y 712 713 1
India OIS-2M 6.81 6.81 0
India OIS-9M 7.04 7.03 (1
SONIA int rate benchmark 5.19 5.19 0
US SOFR 5.30 5.30 0
Source: Bloomberg, Bank of Baroda Research
Fig 5 — Liquidity
Rs tn 11-09-2023 12-09-2023 change (Rs tn)
Net Liquidity (-Surplus/+deficit) (0.4) (0.3) 0.1
Reverse repo 0.2 0.2 0
Repo 0 0 0
Source: RBI, Bank of Baroda Research
Fig 6 — Capital market flows
809-2023 11092023  change (US$ mn/ Rs)
cr
FIl (US$ mn) (10.9) 98.9 109.7
Debt 0.8 (78.1) (78.9)
Equity (11.7) 177.0 188.6
Mutual funds (Rs cr) 60.9 410.1 349.3
Debt (900.6) (31.0) 869.6
Equity 961.4 4411 (520.3)

Source: Bloomberg, Bank of Baroda Research, Mutual fund data as of 22n and 234 Aug

= Qil prices rose to highest since mid-Nov'22, led by supply-side concerns.

Fig 7 — Commodities

11-09-2023 12-09-2023 % change
Brent crude (US$/bbl) 906 92.1 16
Gold (US$/ Troy Ounce) 1,922.3 19137 (0.4)
Copper (US$/ MT) 8,375.5 8,367.5 (0.1)
Zinc (USS/MT) 2,485.0 2,450.0 (1.4)
Aluminium (US$/MT) 2,205.5 21965 (0.4)

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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