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MORNING MOCHA 05 February 2024
Global market indices reacted differently to different outcomes. On macro front, US ECONOMIST
non-farm payroll rose at a solid pace, adding 353K in Jan’24 against expectation of Dipanwita Mazundar

185K. Average hourly earnings remained sticky rising by 0.6% on MoM basis

(est.: 0.3%). University of Michigan’s 1 and 5 year inflation expectation index also
remained firm. Fed Chair in his recent interview pushed off expectation of rate cut in
Mar’24. In other developments, Japan'’s services PMI inched up to 53.1 in Jan’24
from 51.5 in Dec’23, led by higher business confidence. The Caixin PMI services
data of China remained above the 50 mark at 52.7, albeit a notch down from 52.9 in
Dec’23. China’s Securities Regulatory Commission again vowed to prevent market
fluctuation. In Japan, BoJ offered to purchase bonds, in an effort to check gains in

short term rates. On domestic front, RBI’'s policy would be closely monitored.

=  Global stocks ended mixed. Investors’ focus remained on the changing narrative
around Fed rate cuts. US indices ended higher as tech giants reported strong
earnings. Stocks in China tumbled despite government’s attempts to stabilize
the market. Sensex rose by 0.6%, led by gains in oil and gas stocks. It is trading
further higher today, while other Asian stocks are mostly trading lower.

Fig 1 — Stock markets

01-02-2024 02-02-2024 % change
Dow Jones 38,520 38,654 0.3
S &P 500 4,906 4,959 11
FTSE 7,622 7,616 (0.1)
Nikkei 36,011 36,158 0.4
Hang Seng 15,566 15,534 0.2)
Shanghai Comp 2,771 2,730 (1.5)
Sensex 71,645 72,086 0.6
Nifty 21,697 21,854 0.7

Source: Bloomberg, Bank of Baroda Research

= Except INR, other global currencies weakened against the dollar. DXY jumped
up by 0.8% as robust jobs report pushed back the possibility of Fed rate cuts in
Mar'24. JPY depreciated the most by 1.3%. INR appreciated by 0.1% supported
by lower oil prices and optimism over Budget announcements. However, it is
trading weaker today, in line with other Asian currencies.

Fig 2 — Currencies

01-02-2024 02-02-2024 % change
EUR/USD (1 EUR/USD) 1.0872 1.0788 (0.8)
GBP/USD (1 GBP / USD) 1.2744 1.2631 (0.9)
USD/JPY (JPY /1 USD) 146.43 148.38 (1.3)
USD/INR (INR/1 USD) 82.98 82.93 0.1
USD/CNY (CNY /1 USD) 7.1805 7.1935 0.2)

Source: Bloomberg, Bank of Baroda Research
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=  Global yields closed mixed. US 10Y yield rose at the sharpest pace by 14bps as
rate cut expectations have been brushed aside for the Mar'24 meeting. The
effect was felt in other economies such as UK and Germany. After the Budget
phenomenon, India’s 10Y yield stabilised. It is trading higher at 7.09% today, as
RBI surprised the market with a 4-day VRRR announcement.

Fig 3 — Bond 10Y yield

01-02-2024 02-02-2024 change in bps
us 3.88 4.02 14
UK 3.75 3.92 17
Germany 2.15 2.24 9
Japan 0.71 0.67 (3)
China 243 243 Q)]
India 7.06 7.06 (0)
Source: Bloomberg, Bank of Baroda Research
Fig 4 — Short term rates
01-02-2024 02-02-2024 change in bps
Thill-91 days 7.01 7.00 (1)
Thill-182 days 715 7.14 (1)
Thill-364 days 7.09 7.1 2
G-Sec 2Y 6.98 6.99 1
India OIS-2M 6.75 6.72 (3)
India OIS-9M 6.61 6.60 Q)]
SONIA int rate benchmark 5.19 5.19 (0)
US SOFR 5.32 5.32
Source: Bloomberg, Bank of Baroda Research
Fig 5 — Liquidity
Rs tn 01-02-2024 02-02-2024 change (Rs tn)
Net Liquidity (-Surplus/+deficit) 2.2 14 (0.8)
Reverse repo 0 0 0
Repo 25 25 0
Source: RBI, Bank of Baroda Research
Fig 6 — Capital market flows
31-01-2024 01022024  change (US$ "‘“’Ers)
FIl (US$ mn) 521.5 311.0 (210.5)
Debt 3121 2734 (38.7)
Equity 209.5 37.7 (171.8)
Mutual funds (Rs cr) 1,284.4 (1,326.0) (2,610.4)
Debt (2,145.5) (2,017.0) 128.6
Equity 3,429.9 691.0 (2,739.0)

Source: Bloomberg, Bank of Baroda Research

= Qil prices fell amidst demand concerns as expectations of Fed rate cut receded.

Fig 7 — Commodities

01-02-2024 02-02-2024 % change
Brent crude (US$/bbl) 78.7 773 (1.7)
Gold (US$/ Troy Ounce) 2,055.0 2,039.8 0.7)
Copper (US$/ MT) 8,425.5 8,374.3 (0.6)
Zinc (US$/MT) 2,468.3 2,440.2 (1.1)
Aluminium (US$/MT) 2,247.0 2,2335 (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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