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US macro data shows that economy continues to remain strong, giving further merit
to Fed'’s higher for longer rates in CY25. GDP growth for Q3 was revised up to 3.1%
from 2.8% estimated earlier, backed by upward revisions to exports and private
consumption. Initial jobless claims for the week ending 14 Dec’24, fell by 22k from
the previous week to 220k (est.: 229Kk), signalling labour market strength. Existing
home sales jumped by 4.8% (MoM) to 4.15mn units (highest since Mar’'24), despite
higher mortgage rates. Elsewhere in Europe, BoE decided to leave its policy rate
unchanged at 4.75%, but the spilt amongst members widened. Markets are pricing in
fewer rate cuts (upto two) in CY25, given continued increase in wage growth and
elevated services inflation. In Germany, Gfk consumer confidence shows sentiment
improving for Jan’25 (-21.3 from -23.1 in Dec’24), despite labour market concerns.

= Barring Dow Jones (flat), other global indices ended lower. Investors monitored
the Fed's decision and hawkish outlook. US data (weekly jobless claims and Q3
GDP print) further supported this decision. Sensex ended in red led by sharp
losses in banking and consumer durable stocks. It is trading lower today while
other Asian indices are trading mixed.

Fig 1 — Stock markets

18-12-2024 19-12-2024 Change, %
Dow Jones 42,327 42,342 0
S &P 500 5,872 5,867 0.1)
FTSE 8,199 8,105 (1.1)
Nikkei 39,082 38,814 0.7)
Hang Seng 19,865 19,753 (0.6)
Shanghai Comp 3,382 3,370 (0.4)
Sensex 80,182 79,218 (1.2)
Nifty 24,199 23,952 (1.0)

Source: Bloomberg, Bank of Baroda Research

= Except for the EUR, other global currencies closed lower. DXY strengthened
amidst stronger reading for Q3 GDP data (3.1% from previous estimate of
2.8%). Yen weakened after the BoJ with an 8-1 vote decided to keep rates on
hold. INR depreciated. It is trading weaker today while other Asian currencies
are trading mixed.

Fig 2 — Currencies

18-12-2024 19-12-2024 Change, %
EUR/USD (1 EUR / USD) 1.0353 1.0363 0.1
GBP/USD (1 GBP / USD) 12574 1.2502 (0.6)
USDAJPY (JPY /1 USD) 154.80 157.44 a.7)
USD/INR (INR /1 USD) 84.96 85.08 ©0.1)
USD/CNY (CNY /1 USD) 7.2857 7.2958 ©0.1)

Source: Bloomberg, Bank of Baroda
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= Except Japan and China (flat), other global 10Y yields inched further up.
Upward revision to US Q3 GDP, and lower than expected jobless claims
reaffirmed fears that Fed will cut rates more slowly in CY25. BoE also seems
less willing to cut rates aggressively next year. India’s 10Y yield rose by 4bps,
tracking global cues. It is trading steady today, despite decline in oil prices.

Fig 3—-Bond 10Y yield

18-12-2024 19-12-2024 Change, bps
us 4.51 4.56 5
UK 4.56 4.58 2
Germany 225 2.31 6
Japan 1.08 1.08 0
China 1.77 1.76 0
India 6.75 6.79 4
Source: Bloomberg, Bank of Baroda Research
Fig 4 — Short term rates
18-12-2024 19-12-2024 change in bps
Tbill-91 days 6.45 6.47 2
Tbill-182 days 6.63 6.65 2
Thbill-364 days 6.62 6.64 2
G-Sec 2Y 6.68 6.73 5
India OIS-2M 6.64 6.67 3
India OIS-9M 6.49 6.56 7
SONIA int rate benchmark 4.70 4.70 0
US SOFR 4.62 4.57 (5)
Source: Bloomberg, Bank of Baroda Research
Fig 5 — Liquidity
Rs tn 18-12-2024 19-12-2024 change (Rs tn)
Net Liquidity (-Surplus/+deficit) 15 1.6 0.1
Reverse Repo 0 0 0
Repo 2.0 2.0 0
Source: RBI, Bank of Baroda Research
Fig 6 — Capital market flows
17122024 1812.2024  change (USS "‘"’Ers)
FIl (US$ mn) (401.2) (238.7) 162.5
Debt (120.1) (130.1) (10.0)
Equity (281.0) (108.6) 1724
Mutual funds (Rs cr) (5,373.4) (578.0) 4,795.3
Debt (4,902.9) (2,667.6) 2,235.3
Equity (470.5) 2,089.6 2,560.1
Source: Bloomberg, Bank of Baroda Research | Note: Mutual funds data as of 16 Dec and17 Dec 2024
= Qil prices fell, driven by demand concerns in China and stronger U$.
Fig 7 — Commodities
18-12-2024 19-12-2024 % change
Brent crude (US$/bbl) 734 729 0.7)
Gold (US$/ Troy Ounce) 2,585.4 2,594.0 0.3
Copper (US$/ MT) 8,909.5 8,770.4 (1.6)
Zinc (US$/MT) 2,968.5 2,9421 (0.9)
Aluminium (US$/MT) 2,528.5 2,507.0 (0.9)

Source: Bloomberg, Bank of Baroda Research

@2024 Bank of Baroda. All rights reserved

Important disclosures are provided at the end of this report.

s

do 3im Jsier
Bank of Baroda



do 3ifm Jsier
Bank of Baroda

MORNING MOCHA

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 @ M

For further details about this publication, please contact:

Chief Economist

Bank of Baroda

+91 22 6698 5143
chief.economist@bankofbaroda.com

ECONOMICS RESEARCH 3 20 December 2024


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

