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US jobs report showed some degree of softening as it rose by 187k (slowest pace ECONOMIST
since Dec’20) and less than expectation of 200K. This led DXY and US 10Y yield Dipanwita Mazumdar

close lower. Even the CME Fed watch tool is now pricing in a pause with 85%
probability attached to it which was 78% before the release of the data. Elsewhere in
Germany, factory orders rose more than expected by 7% (est.: -2%). BoJ in its
recent summary of opinions expressed biasedness towards a flexible YCC policy on
the backdrop of rising pressure on prices and wages. In China, officials are in favour
of ample favourable liquidity conditions to support the economy. On domestic front,
Kharif sowing improved and cumulative rainfall is 3% above LPA.

= Except US, other global equity markets ended higher. Stocks in US ended lower
after jobs report. Stocks in UK and Asia advanced. Shanghai Comp rose by
0.2% led by real estate stocks amidst expectations of more stimulus. Sensex
snapped its 4-day losing streak and ended 0.7% higher. Technology, banking
and capital goods stocks led the gains. It is trading further higher today, while
other Asian stocks are trading lower.

Fig 1 — Stock markets

03-08-2023 04-08-2023 % change
Dow Jones 35,216 35,066 (0.4)
S &P 500 4,502 4,478 (0.5)
FTSE 7,529 7,564 05
Nikkei 32,159 32,193 0.1
Hang Seng 19,421 19,539 0.6
Shanghai Comp 3,280 3,288 0.2
Sensex 65,241 65,721 0.7
Nifty 19,382 19,517 0.7

Source: Bloomberg, Bank of Baroda Research

= Barring INR (lower), other global currencies advanced against the dollar. DXY
fell by 0.5% as US payroll additions rose less than expected in Jul'23. EUR rose
by 0.5% as Germany'’s factory orders increased unexpectedly in Jun'23. INR
depreciated further, weighed down by higher oil prices and FPI outflows. It is
trading higher today while other Asian currencies are trading lower.

Fig 2 — Currencies

03-08-2023 04-08-2023 % change
EUR/USD (1 EUR/USD) 1.0949 1.1006 05
GBP/USD (1 GBP / USD) 1.2709 1.2749 0.3
USD/PY (JPY /1 USD) 142.58 141.76 0.6
USD/INR (INR /1 USD) 82.73 82.84 .1
USD/CNY (CNY /1 USD) 7.1697 71729 0

Source: Bloomberg, Bank of Baroda Research
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=  Global 10Y yields softened, following moderation in US jobs data. This raised

hopes of a pause in the coming days by US Fed. Thus US 10Y yield fell the
most by 14bps followed by UK’s (-9bps). The fall in India’s 10Y yield was
capped to a certain extent by rising oil prices and worries over inflation. It is

trading lower at 7.17% today, as demand in the auction remained firm.

Fig 3 — Bond 10Y yield

03-08-2023 04-08-2023 change in bps
us 418 4.03 (14)
UK 447 4.38 9)
Germany 2.61 2.56 (4)
Japan 0.65 0.65 0
China 2.66 2.66 0
India 7.20 7.19 (1
Source: Bloomberg, Bank of Baroda Research
Fig 4 — Short term rates
03-08-2023 04-08-2023 change in bps
Tbill-91 days 6.71 6.76 5
Tbill-182 days 6.88 6.86 (2)
Tbill-364 days 6.92 6.94 2
G-Sec 2Y 7.05 7.07 2
India OIS-2M 6.64 6.63 1
India OIS-9M 6.84 6.85 1
SONIA int rate benchmark 493 5.18 25
US SOFR 5.30 5.30 0
Source: Bloomberg, Bank of Baroda Research
Fig 5 — Liquidity
Rs tn 03-08-2023 04-08-2023 change (Rs tn)
Net Liquidity (-Surplus/+deficit) (2.8) (2.6) 0.2
Reverse repo 0.9 0.9 0
Repo 0 0 0
Source: RBI, Bank of Baroda Research
Fig 6 — Capital market flows
02082023 03082023  change (US$ "‘“’Ers)
FIl (US$ mn) (180.1) 6.1 186.3
Debt 1.8 (20.1) (21.9)
Equity (182.0) 26.2 208.2
Mutual funds (Rs cr) 1,001.9 563.4 (438.5)
Debt 2911 75.9 (215.2)
Equity 710.8 487.5 (223.3)
Source: Bloomberg, Bank of Baroda Research
= Oil prices rose by 1.3% to ~4-month high amidst tightening supply.
Fig 7 — Commodities
03-08-2023 04-08-2023 % change
Brent crude (US$/bbl) 85.1 86.2 1.3
Gold (US$/ Troy Ounce) 1,934.1 1,942.9 0.5
Copper (US$/ MT) 8,570.5 8,523.3 (0.6)
Zinc (US$/MT) 2,489.3 2,506.5 0.7
Aluminium (US$/MT) 2,230.0 2,2325 0.1

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.

Visit us at

Yy O O @ 0N

For further details about this publication, please contact:

Chief Economist
Bank of Baroda
chief.economist@bankofbaroda.com

ECONOMICS RESEARCH 3 07 August 2023


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

