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US GDP in Q4CY23 expanded by 3.3%, beating expectation of 2% growth, but
slowing from 4.9% in Q3. The sharper than estimated jump was driven by
consumption (PCE was up by 2.8%, broadly stable compared to previous quarter).
Other components such as increase in state and federal spending and gross private
investment also helped beat expectations. Thus, CY23 growth clocked in at 2.5%
versus 1.9% in CY22. However, inflationary pressures remain under control, with
core PCE deflator rising by 2.9% in Dec’23 versus est. 3% and slowing from 3.2% in
Nov’23. Investors are now expecting 47% probability of rate cut in Mar'24. In Europe,
as ECB maintains that rate cut talks are “premature”, pessimistic business outlook in
Germany is back. The Ifo index fell to 85.2 in Jan’24 from 86.3 in Dec’23 as
participants brace for stagnation to shallow recession in the economy.

=  Global indices closed mixed. Moderation in consumer inflation in US raised
hopes of possible rate cuts by Fed. Dow Jones ended in green. FTSE too
climbed higher (1.4%) led by strong gains in household goods stocks and ahead
of the rate decision. Sensex is trading higher ahead of the announcements from
the Economic Survey and Interim budget. Asian indices are also trading higher
with gains in Hong Kong market after news of liquidation order of a firm.

Fig 1 — Stock markets

25-01-2024 26-01-2024 % change
Dow Jones 38,049 38,109 0.2
S &P 500 4,894 4,891 (0.1)
FTSE 7,530 7,635 14
Nikkei 36,236 35,751 (1.3)
Hang Seng 16,212 15,952 (1.6)
Shanghai Comp 2,906 2,910 0.1
Sensex 71,060 70,701 (0.5)
Nifty 21,454 21,353 (0.5)

Source: Bloomberg, Bank of Baroda Research| Note: Markets in India were closed on 26.01.2024

= Global currencies ended mixed. DXY fell by 0.5% as investors await the policy
decision by Fed. Investors have priced in a 47% chance of a rate cut in Mar'24
from 86% chance seen in Dec’23. INR is trading weaker today, while other
Asian currencies are trading mixed.

Fig 2 — Currencies

25-01-2024 26-01-2024 % change
EUR/USD (1 EUR/USD) 1.0846 1.0853 0.1
GBP/USD (1 GBP / USD) 1.2708 1.2703 0
USD/JPY (JPY /1 USD) 147.66 148.15 (0.3)
USD/INR (INR/1 USD) 83.13 83.12 0
USD/CNY (CNY /1 USD) 71739 71774 0

Source: Bloomberg, Bank of Baroda Research| Note: Markets in India were closed on 26.01.2024
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= Global yields closed mixed. US 10Y yield was up by 2bps as economy
continues to show signs of resilience (GDP). In UK, markets await BoE
decision due this week. India’s 10Y yield closed a tad lower by 1bps, even as
oil prices rose. It is trading flat today, awaiting cues from Union Budget
presentation this week.

Fig 3 — Bond 10Y yield

25-01-2024 26-01-2024 change in bps
us 412 414 2
UK 3.98 3.96 (2)
Germany 2.29 2.30 1
Japan 0.75 0.72 (3)
China 2.50 2.50 0
India 7.18 7.18 Q)]

Source: Bloomberg, Bank of Baroda Research| Note: Markets in India were closed on 26.01.2024

Fig 4 — Short term rates

24-01-2024 25-01-2024 change in bps
Thill-91 days 7.00 7.04 4
Thill-182 days 719 7.16 (3)
Thill-364 days 7.16 7.15 4]
G-Sec 2Y 7.03 7.02 4]
India OIS-2M 6.76 6.72 4)
India OIS-9M 6.66 6.62 4)
SONIA int rate benchmark 5.19 5.19 0
US SOFR 5.31 5.32 1

Source: Bloomberg, Bank of Baroda Research | Note: Markets in India were closed on 26.01.2024

Fig 5 — Liquidity

Rs tn 24-01-2024 25-01-2024 change (Rs tn)
Net Liquidity (-Surplus/+deficit) 35 2.6 (0.9
Reverse repo 0 0 0
Repo 3.0 0 (3.0)

Source: RBI, Bank of Baroda Research | Note: Markets in India were closed on 26.01.2024

Fig 6 — Capital market flows

23.01-2024 24.01-2024  change (US$ "‘“’Ers)

FIl (US$ mn) (235.7) (635.9) (4002)
Debt 90.1 16.7 (734)
Equity (3258) (652.6) (326.9)
Mutual funds (Rs cr) 57915 (58.3) (5,349.8)
Debt (155.7) (2,877.8) (2,722.4)
Equity 5,947.2 28195 (3.427.7)

Source: Bloomberg, Bank of Baroda Research| Note: Mutual funds data as of 18 and 19 Jan 2024

= Qil prices inched up, owing to supply side concerns (Red sea attacks).

Fig 7 — Commodities

25-01-2024 26-01-2024 % change
Brent crude (US$/bbl) 824 8356 14
Gold (US$/ Troy Ounce) 2,0208 20185 (0.1)
Copper (US$/ MT) 84775 8,448.1 (0.3)
Zinc (USS/MT) 2,577.0 25705 (0.3)
Aluminium (US$/MT) 22385 22745 16

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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chief.economist@bankofbaroda.com
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https://www.facebook.com/officialbankofbarodapage/
https://bitly.bobyt/
https://www.instagram.com/officialbankofbaroda/?hl=en
https://in.linkedin.com/company/bankofbaroda

