INDIA ECONOMICS

MORNING MOCHA

Global markets continued to gauge the likelihood of rate hike or a pause in the
upcoming Fed meet amidst comments from Fed officials and US job openings
report. Investors will also be closely monitoring the May unemployment report for
more guidance. China’s recovery hit a bump after subdued data pointed to
consecutive contraction in manufacturing activity (official PMI). With the clearance of
US debt deal, markets are expected to turn optimistic. Separately, data from India
surprised positively with much higher than anticipated growth for FY23 (7.2%) and
fiscal deficit meeting the target of 6.4% of GDP in FY23.

=  Global indices ended lower. Asian markets ended in deep red after
disappointing data print from China (Manufacturing activity slid for 2" straight
month In May’23). Investors’ also monitored commentary from Fed officials with
the possibility of Fed ‘skipping’ rate hike in Jun’23 meet. Sensex slipped by
0.6% and was dragged down by losses in metal and oil & gas stocks. It is
trading lower today, while other Asian stocks are trading higher.

Fig 1 — Stock markets

30-05-2023 31-05-2023 % change
Dow Jones 33,043 32,908 (0.4)
S &P 500 4,206 4,180 (0.6)
FTSE 7,522 7,446 (1.0)
Nikkei 31,328 30,888 (1.4)
Hang Seng 18,596 18,234 (1.9)
Shanghai Comp 3,224 3,205 (0.6)
Sensex 62,969 62,622 (0.6)
Nifty 18,634 18,534 (0.5)

Source: Bloomberg, Bank of Baroda Research

=  Global currencies closed mixed, with EUR and CNY declining against the dollar,
while GBP and JPY gained. DXY was up by 0.2%. Slowdown in China,
agreement on US debt ceiling deal, and persistently tight US labour market,
impacted investor sentiments. INR ended flat, but is trading higher today, in line
with other Asian currencies.

Fig 2 — Currencies

30-05-2023 31-05-2023 % change
EUR/USD (1 EUR/USD) 1.0735 1.0689 (0.4)
GBP/USD (1 GBP / USD) 1.2414 1.2441 0.2
USD/JPY (JPY /1 USD) 139.79 139.34 0.3
USD/INR (INR/1 USD) 82.72 82.73 0
USD/CNY (CNY /1 USD) 7.0799 7.1085 (0.4)

Source: Bloomberg, Bank of Baroda Research

= Barring Japan (flat), other global yields inched down. 10Y yields in UK,
Germany (-6bps each), and US (-4bps) fell the most. Remarks from Fed
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Governor and vice chair nominee Philip Jefferson signalled that Fed might skip
hiking rates in its Jun’23 meeting. India’s 10Y yield fell by 2bps, as oil prices
declined. It is trading flat today at 6.99%.

Fig 3 — Bond 10Y yield

30-05-2023 31-05-2023 change in bps
us 3.69 3.64 4)
UK 4.25 418 (6)
Germany 2.34 2.28 (6)
Japan 0.44 0.44 0
China 2.72 2.71 0]
India 7.01 6.99 (2)

Source: Bloomberg, Bank of Baroda Research, 07.26 GS 2033 security taken for India

Fig 4 — Short term rates

30-05-2023 31-05-2023 change in bps
Tbill-91 days 6.76 6.76 0
Tbill-182 days 6.85 6.88 3
Thbill-364 days 6.91 6.88 (3)
G-Sec 2Y 6.87 6.84 2)
India OIS-2M 6.54 6.54 0
India OIS-9M 6.59 6.58 0]
SONIA int rate benchmark 443 443 0
US SOFR 5.06 5.06 0
Source: Bloomberg, Bank of Baroda Research
Fig 5 — Liquidity
Rs tn 30-05-2023 31-05-2023 change (Rs tn)
Net Liquidity (-Surplus/+deficit) (1.4) (1.8) (0.4)
Reverse repo 0.5 0.5 0
Repo 0 0 0
Source: RBI, Bank of Baroda Research
Fig 6 — Capital market flows
29-05-2023 30052023  change (USS '““’53

FIl (US$ mn) 233.7 3735 139.8

Debt (43.7) 784 122.1

Equity 2775 295.1 17.6
Mutual funds (Rs cr) 2,887.9 447 1 (2,440.8)

Debt 1,061.6 (627.2) (1,688.8)

Equity 1,826.3 1,074.2 (752.1)

Source: Bloomberg, Bank of Baroda Research | Mutual funds data as of 26 and 29 May 2023

= Global oil prices fell by 1.2% as weaker than expected China data
(manufacturing PMI) rekindled demand concerns.

Fig 7 — Commodities

30-05-2023 31-05-2023 % change
Brent crude (US$/bbl) 73.5 72.7 (1.2)
Gold (US$/ Troy Ounce) 1,959.3 1,962.7 0.2
Copper (US$/ MT) 8,103.0 8,070.0 (0.4)
Zinc (US$/MT) 2,287.8 2,229.8 (2.5)
Aluminium (US$/MT) 2,224.0 2,246.0 1.0

Source: Bloomberg, Bank of Baroda Research

@2023 Bank of Baroda. All rights reserved
Important disclosures are provided at the end of this report. A



di 3iTm asier
MORNING MOCHA BankOfBadea
B o [P

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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