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MORNING MOCHA 07 October 2022

Initial jobless claims in the US rose by 29k to 219k (est.: 205k) for the week ended 1 ECONOMIST
Oct 2022. A part of the increase has been attributed to devastation by Hurricane Sonal Badhan
Fiona, and it is expected that Hurricane lan will also keep the claims high in the

coming weeks. Investors thus await US non-farm payroll data for more clarity and to

predict Fed'’s future course of actions. Growth in Europe continues to disappoint,

with Germany’s new manufacturing orders falling by 2.4% (est.: -0.7%). ECB’s

minutes also reflect that members are worried that inflation might get stuck at

elevated levels. Renewed increase in oil prices has further fuelled concerns.

=  Barring Nikkei and Sensex, other global indices ended lower. Investors will

closely monitor US non-farm payrolls due for release today. This will provide
some guidance in term of further rate hike by Fed. Markets have priced in 86%
chance of 75bps rate hike in Nov'22 meet. Dow Jones (1.1%) dropped the most
amongst major indices, followed closely by FTSE (0.8%). On the other hand,
Sensex ended in green led by gains in metal and real estate stocks. However, it
is trading lower today in line with other Asian stocks.

Fig 1 — Stock markets

5-10-2022 6-10-2022 % change
Dow Jones 30,274 29,927 (1.1)
S &P 500 3,783 3,745 (1.0)
FTSE 7,053 6,997 (0.8)
Nikkei 27,121 27,311 0.7
Hang Seng 18,088 18,012 (0.4)
Shanghai Comp 3,041 3,024 (0.6)
Sensex 58,065 58,222 0.3
Nifty 17,274 17,332 0.3

Source: Bloomberg, Bank of Baroda Research; Markets in India were closed on 5.10.2022; Markets in China remain closed this week.

= Most of the global currencies traded lower. DXY once again continued its ascent
(0.9%) on the hopes of solid jobs data, expected later today. This will also
reinforce Fed's decision to continue with the hawkish stance as has been
signalled by Fed officials lately. Yen dropped and remained closer to its 24-year
low. INR depreciated further as oil prices rose. It is trading further lower today
as it touched the 82/$ mark. Other Asian currencies are trading mixed.

Fig 2 — Currencies

5-10-2022 6-10-2022 % change
EURIUSD 0.9884 0.9791 (0.9)
GBP/USD 1.1326 1.1162 (1.4)
USD/JPY 144.64 145.14 (0.3)
USD/INR 81.52 81.89 (0.5)
USD/CNY 7.1249 7.1160 0.1

Source: Bloomberg, Bank of Baroda Research; Markets in India were closed on 5.10.2022; Markets in China remain closed this week.
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= Barring Japan (flat), other major global yields closed higher. UK (13bps) and
US’ (7bps) 10Y yields rose the most. Investors keenly await US non-farm
payroll data to estimate future course of rate hikes by Fed, and are also
watchful of the impact of end of BoE’s bond buying program (scheduled for end
of next week). Tracking global cues and increase in oil prices, India’s 10Y yield
too rose by 9bps. It is trading further higher at 7.52% today.

Fig 3 — Bond 10Y yield

5-10-2022 6-10-2022 change in bps
us 375 3.82 7
UK 4.04 417 13
Germany 2.03 2.09 5
Japan 0.25 0.25 0
China 2.72 2.75 3
India 7.36 7.45 9

Source: Bloomberg, Bank of Baroda Research; Markets in India were closed on 5.10.2022; Markets in China remain closed this week.

Fig 4 — Short term rates

4-10-2022 6-10-2022 change in bps
Thill-91 days 6.06 5.96 (10)
Thill-182 days 6.58 6.44 (14)
Thill-364 days 6.78 6.71 0]
G-Sec 2Y 7.04 7.1 8
SONIA int rate benchmark 2.19 219 0
US SOFR 3.00 3.04 4

Source: Bloomberg, Bank of Baroda Research; Markets in India were closed on 5.10.2022

Fig 5 — Liquidity

Rs tn 4-10-2022 6-10-2022 change (Rs tn)
Net Liquidity (-Surplus/+deficit) (1.0) 0.7) 0.3
Reverse repo 0 0 0
Repo 0 0 0

Source: RBI, Bank of Baroda Research; Markets in India were closed on 5.10.2022

Fig 6 — Capital market flows

30-09-2022 340-2022  change (US$ mn RS)

cr

FIl (US$ mn) (497.0) 1658 6528
Debt (310.3) (0.5) 3008
Equity (186.7) 156.3 3430
Mutual funds (Rs cr) (1,024.0) (1495.2) (4712)
Debt (1,620.8) (1,3826) 238.2
Equity 596.8 (112.6) (709.4)

Source: Bloomberg, Bank of Baroda Research | Note: Mutual funds data as of 22 and 23 Sep 2022; Markets in India were closed on 5.10.2022

= International crude oil prices inched up by 1.1% to US$ 94/bbl, supported by
OPEC+ decision to cut oil production ahead of EU’s embargo on Russian oil.

Fig 7 — Commodities

5-10-2022 6-10-2022 % change
Brent crude (US$/bbl) 934 944 1.1
Gold (US$/ Troy Ounce) 1,716.3 1,7125 (0.2)
Copper (US$/ MT) 7,725.3 7,649.8 (1.0)
Zinc (US$/MT) 3,082.8 3,143.3 2.0
Aluminium (US$/MT) 2,352.0 2,347.0 0.2)

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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https://bitly.bobyt/
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