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Weekly Highlights 

 

 Soaring UST yields in the wake of PCE jump drag DXY higher 

 Auto sales to hint at a softer round of February data 

  

 Ueda sticks to the dovish script. USD/JPY surges higher 

 Tokyo CPI set to plunge on subsidies 

 

 Rock solid PMI data offer no support for EUR or GBP 

 Heavy data week to support the ECB hawks’ case for tighter policy 

 

 RMB slides on strong USD and worsening Sino-American tensions 

 China PMI’s to climb further amid re-opening 

 

 Indian Q4 GDP growth is likely to slow… 

 …as is Q4 activity in Australia, led by exports and consumption  

 

 LatAm currencies mixed amid position adjustments 

 Brazil GDP to show further loss of momentum 
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US – Core PCE jump gives UST yields and DXY a further lift      

Major Events and Data Releases 

Date Event Survey Prior 

27-Feb Durable goods orders (%MoM, Jan) -3.8 5.6 

 Core good shipments (%MoM, Jan) -- -0.6 

28-Feb Trade balance ($bn, Jan) -91.0 -89.7 

 House prices (%YoY, Dec) -- 6.8 

 Consumer confidence (DI, Feb) 108.4 107.1 

1-Mar ISM m’fact (DI, Feb) 47.8 47.4 

 Auto sales (%saar, Feb) 14.85 15.74 

2-Mar Jobless claims (k) -- 192 

3-Mar ISM services (DI, Feb) 54.5 55.2 

    

Source: Bloomberg 

 
The greenback was already enjoying a good week before Friday’s PCE report. 
The FOMC minutes had been fairly even handed and did not indicate much 
support for a 50bp hike. Mester and Bullard don’t look to have much support in 
pushing for reverting to bigger increments. That said the run of upbeat data 
continue to suggest that the peak for yields is not yet in. The PCE report put a 
rocket under 2yr yields pushing them up to a cycle high at 4.8%, which is the 
highest since 2007. The PCE report was strong. The Fed’s focus – core services 
ex housing came in at 0.6%MoM, up from 0.4%MoM in December with the 3m 
annualised rate running at 5.4% - way too hot for the Fed to handle. The Fed 
funds futures market now has 3 additional hikes priced in by June – one 25bp 
hike at each of the next 3 meetings. The DXY index has been the standout 
performer on the week, pushing higher vs the rest of the G10, especially the 
Australian dollar (+2.2%) and the yen (1.5%) 
           
Outlook 
There are plenty of data in the coming week. Durable goods orders are set to 
decline sharply in reaction to last month’s surge. Most of the surge was in aircraft 
so the core numbers will be both more stable and more representative of the 
trend. Core goods shipments will also be a focus as they track GDP-based capex 
well. Consumer confidence should edge higher. The main data releases will come 
in the latter half of the week with the ISM reports and the auto sales data. The 
surge in the flash PMI has better aligned PMI with the ISM. A mild slowing in the 
non-manufacturing ISM seems likely but it remains at a level that implies 
reasonable growth. Auto sales look likely to slide again. They were a key part of 
the strength of consumer spending in January and spending will look weaker in 
February. Jobless claims remain of interest given how solid the labour market 
data have been. Fed speakers include Jefferson, Goolsbee, Waller, Logan and 
Bostic. Waller, is the pick of the speakers. We do not expect that he will hint at 
reverting to a faster pace of hikes but it will be interesting to see his level of 
comfort with recent data. Any comments on the policy outlook will be closely 
watched in the wake of the red-hot PCE data. Non-farm payrolls is not due until 
10 March this month.   
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Japan – Dovish Ueda leaves USD/JPY moving higher 

Major Events and Data releases 

Date Event Survey Prior 

28-Feb Industrial production (%MoM, Jan)  -2.9 0.3 

 Retail sales (%MoM, Jan) 0.7 1.1 

 Housing starts (%YoY, Jan) 1.2 -1.7 

2-Mar FSSCI Capex (%YoY, Q4) 7.1 9.8 

 Consumer confidence (DI, Feb) 32.0 31.0 

3-Mar Tokyo CPI (%YoY, Feb) 3.4 4.4 

 Unemployment (%, Jan) 2.5 2.5 

    

Source: Bloomberg 
 

The focus was on Ueda’s testimony, which came late in the week. Ueda was 
somewhat dovish and suggested no urgency for policy change. He noted “If I’m 
appointed BoJ governor, my mission isn’t to come up with some kind of magical, 
special monetary policy….As I’ve mentioned before, if you look at the trend in 
prices, there are improvements we’re seeing, but the situation remains that it’ll 
still take some time until we’ve securely achieved 2% inflation”. He continued to 
note that the bulk of Japanese inflation was cost-push and domestically-driven 
inflation was much softer, which in turn implies that policy needs to be kept loose. 
He noted “I believe it is appropriate to continue monetary easing measures while 
being creative in line with the situation”. The CPI data backed up the contention 
that much of the price pressures are external, even as headline rates jumped to 
40-year highs. Services inflation is just 1.2%YoY, while core CPI as measured 
in most Western countries (all items excluding food, except alcohol, and energy 
CPI) is just 1.9%YoY, well below core prices in the US or across Europe. 
USD/JPY drifted higher early in the week but push higher sharply on Friday as 
2yr UST yields rose to their highest since 2007.           

Outlook 
The week starts with Ueda testifying to the Upper House of the Diet. It will be 
broadly similar to his testimony in the Lower House. He will be able to correct 
any mis-interpretations of Friday’s commentary to the extent that he sees any. 
It is month-end and in addition to the usual data MoF’s Financial Statement 
Statistics of Corporations by Industry will provide capex data for the second 
estimate of Q4 GDP. For industrial production, weak export data for autos 
suggest weak production. The forward-looking estimates for February and 
March and any inventory build will be of interest. Tokyo CPI for February is set 
to plunge – thanks to government subsidies. The headline rate may drop as 
much as 1.0pp. Retail sales are also released early in the week. These should 
be quite firm amid re-opening demand. The consumer confidence data will likely 
see an uptick as the prospects for a jump in inbound tourism and exports 
improve, alongside the China re-opening. Late in the week, unemployment data 
should show the labour market remaining tight in January. MoF’s weekly 
International Transactions in Securities data showed a huge jump foreign bond 
buying in the week to 17 February – the second largest weekly figure ever. We 
are interested to see if the foreign bond buying continues as we expect, albeit 
on a much smaller scale.       
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Europe – EUR and GBP gains from rock solid PMI data short lived.            

Major Events and Data Releases 

Date Event Survey Prior 

27-Feb EZ – M3 (%YoY, Jan) 3.9 4.1 

 EZ – Commission Econ confidence (DI, Feb) 101.0 99.9 

1-Mar UK – M4 ex-OIFCs (3m% saar, Jan) -- -10.3 

2-Mar EZ – CPI (%YoY, Feb) 8.1 8.6 

 EZ – Core CPI (%YoY, Feb) 5.3 5.3 

 EZ – Unemployment (%, Jan) 6.6 6.6 

3-Mar EZ – PPI (%YoY, Jan) 18.8 1.1 

    

 Source: Bloomberg 
 

A surge in the flash composite PMI in both the UK and the eurozone hinted at a 
much less bleak outlook for the region. Both composite PMIs were at levels that 
suggest, if translated into other data, positive growth. Recession risks in Europe 
now look much smaller. One data point is not conclusive of a turn in the outlook 
but the on-going drop in gas prices is a clear plus for the outlook. Against a 
backdrop of extremely benign weather, Europe looks to have been quite 
successful in weaning itself off Russian energy over the past year. In the wake 
of the upbeat eurozone PMI, we now no longer expect back-to -back quarters 
of negative growth in H1-24 and we have added an extra hike to our outlook for 
the ECB policy rate. We now see the depo rate peaking 100bp above the current 
2.5% level. In the UK solid public finance data hinted at a giveaway in the mid-
March budget. We expect that the Chancellor will leave the Energy Price Cap 
at £2,500, rather than increase it to £3,000. This potential fiscal boost and the 
solid PMI data gave GBP a lift, while the upbeat PMI in the eurozone did less 
for EUR. Late in the week the ECB’s Villeroy said that markets were 
“overreacting” in pricing in such high ECB policy rates indicating that there will 
be some debate about guidance in the wake of the 50bp hike in mid-March ECB 
meeting. EUR was among the worst G10 performers, while GBP’s declines vs 
USD were more modest. Both EUR and GBP declines further vs USD in the 
wake of the PCE report.              
 
Outlook 
It will be an interesting week for data in the eurozone. The ECB doves will be 
hoping for a benign core CPI print. On-going increases in core CPI in YoY terms 
leaves the debate in the hand of the hawks for now. Headline CPI is expected 
to continue to edge lower but core may be little changed and possibly even 
nudge higher. The minutes of the 2-Feb ECB meeting will be of interest but with 
the forward-looking data hinting at better times ahead, the hawks will likely 
remain in control for now. The unemployment data is likely to add to the case 
for tight policy, remaining at the cycle low. In the UK, it will be quiet on the data 
front. The money supply data rarely cause waves. However, the BoE will 
scrutinise the February Decision Makers’ Panel for signs that companies plan 
to keep pushing wages and prices higher. The survey has continued to hint at 
price pressures remaining firm. There is a decent slate of ECB and BoE 
speakers on the week. For the ECB Lane, Villeroy, Schnabel, Holzmann and 
Nagel speak. The line up has a hawkish skew. On the BoE front Broadbent, Pill 
and Bailey will give an idea of where the centre of the debate is.               
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China – RMB depreciation continued 

Major Events and Data Releases 

Date Event Survey Prior 

1-Mar Mfg. PMI (DI, Feb) 50.7 50.1 

 Non-mfg. PMI (DI, Feb) 55.0 54.4 

 Caixin China PMI mfg. (DI, Feb) 51.3 49.2 

3-Mar Caixin China PMI Services (DI, Feb) 54.8 52.9 

    

Source: Bloomberg 
 

Spot CNH extended its depreciation towards the 6.98 level from ~6.86 over the 
week. The FOMC minutes confirmed the Fed’s hawkish stance and rising UST 
yields kept CNH under pressure. The concern over China-US tensions is 
negative for RMB sentiment as well. The media report that the Chinese 
authorities have urged state-owned enterprises to phase out using the four 
biggest international accounting firms reminded investors of elevated China-US 
tensions. China’s proposal of a ceasefire between Russia and Ukraine 
suggested that China hopes to play a more active role in taming the conflict. 
This may increase uncertainties over China’s diplomatic relationship with 
Western nations. Meanwhile, the simulated CFETS RMB basket held steady 
above the 100 level. 

As widely expected, Chinese banks left the 1Y and 5Y Loan Prime Rates (LPRs) 
unchanged at 3.65% and 4.30%, respectively. With the status quo of 1Y Medium 
Lending Facility (MLF) yield and the strong credit expansion in January, the 
PBoC is in no rush to resume its rate cut cycle before the policy discussion and 
leadership reshuffle at the key National People Congress (NPC) in March. The 
PBoC flipped its liquidity injection to drainage via the Open Market Operations 
in the week. As a whole the PBoC net withdrew CNY 172bn of liquidity from the 
market. The 7-day reverse repo yield ticked up above 2.2%x 

Outlook 
RMB sentiment deteriorated and the continuing USD rebound could see 
USD/CNH test the 7.0 handle in the coming week. As mentioned, recent 
headlines on phasing out hiring international accounting firms and China-Russia 
relationship fuelled concern over China-US tensions. Meanwhile, the China 
reopening optimism is stalling before the economic data releases for first two 
months as well as the fresh policy guidance at the National People Congress 
(NPC) in March. Actually, the Stock Connect flow to A-shares was moderating, 
reflecting cooling interest from foreign investors. On the data front, China 
manufacturing and non-manufacturing PMIs for February are expected to pick 
up further as the reopening is on track, with the metro traffic data in top cities 
returning to the pre-Shanghai lockdowns period last year.  
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EM Asia – Growth slowdown underway  

Major Events and Data Releases 

Date Event Survey Prior 

27-Feb Vietnam Trade Balance ($mn, Feb) -- 3600 

 Vietnam CPI (%YoY, Feb) -- 4.9 

 Vietnam Ind’ Production (%YoY, Feb) -- -8.0 

28-Feb Singapore Unemployment rate (%, Jan) -- 2.0 

 Australia Retail Sales (%MoM, Jan) -- -3.9 

 India GDP (%YoY, Q4) -- 6.3 

 Thailand Current Account ($mn, Jan) -- 1102 

1-Mar Australia GDP (%YoY, Q4) -- 5.9 

 Indonesia CPI (%YoY, Feb) -- 5.3 

 Korea Trade Balance ($mn, Feb) -- 12651 

2-Mar Korea Industrial Production (%YoY, Jan) -- -7.3 

3-Mar Singapore Retail Sales (%YoY, Jan) -- 7.4 

    

Source: Bloomberg 
 

EM Asia FX remained on the back foot for much of the week. AUD and 
CNY/CNH were the most impacted as US-China tensions amped up through the 
week after high level foreign dignitaries traded barbs last weekend. THB, MYR, 
IDR and SGD felt the ripple effect of these tensions while PHP was surprisingly 
resilient. The latter was helped by the central bank affirming its hawkish bias as 
the Philippines deals with far stickier inflation than regional peers. INR also 
gained USD partly on expectations that RBI is smoothing volatility but also as 
stresses around the Adani situation eases. 
   
Outlook 
That said, the Q4 print may be a bit of dampener for INR. In what is a case of 
eroding service sector offset, as post-COVID pent-up demand peters out, India's 
Q4 GDP is expected to ease further to 4.8%. And this is not counter-intuitive to 
the slight uptick in industrial activity (to 2.4%YoY for Q4 from 1.6% in Q3). Point 
being, the growth in manufacturing activity remains hobbled; and is punching 
below its weight in boosting growth. And so the uptick, while a welcome 
improvement, is far from a resounding thrust for the economy. Whereas fading 
base effect boost alongside the RBI's sustained tightening (250bp of hikes) 
since mid-2022 have to some degree cooled demand. Similarly, Australia’s Q4 
print is set to show a slowdown to mid-2% from 5.9% in Q3. In fact, given the 
weakness in retail sales amid dwindling savings’ buffer, stagnating economic 
activity in turn implying risks of sequential economic contraction. A softening 
labour market in January with a 11.5k decline in employment driven by 43.3k fall 
in full-time employment which is a necessary channel to curb inflation will 
nevertheless raise recessionary fears. Aside from labour being made redundant, 
businesses in sectors such as manufacturing, construction and wholesale trade 
continued to scale back capital expenditure in Q4 as the property market outlook 
stays cloudy and strength of external demand remains in doubt. 
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Latin America – Brazil Q4 GDP to show a further loss of momentum 

Major Events and Data Releases  

Date Event Survey Prior 

27-Feb Brazil Outstanding Loans (%MoM, Jan) -- 1.3 

28-Feb Chile Industrial Production (%YoY, Jan) -- -1.0 

 Chile Retail Sales Index (%YoY, Jan) -- -11.1 

 Brazil Primary Budget Balance (BRL bi, Jan) -- -11.8 

1-Mar Chile Economic Activity Index (%MoM, Jan) -- 0.4 

 Peru CPI (%YoY, Feb) -- 8.66 

 Mexico Central Bank Inflation Report -- -- 

2-Mar Brazil GDP (%QoQ, 4Q) -- 0.4 

4-Mar Colombia CPI (%YoY, Feb) -- 13.25 

    

Source: Bloomberg 
 

Latin American currencies were mixed this past week, with investors adjusting 
their positions amid signs that some markets looked stretched. Datawise, Peru’s 
GDP advanced 1.7%YoY in Q4, slowing from a revised 2.0%YoY expansion in 
Q3. In 2022, the Peruvian economy grew by 2.7%. Elsewhere, Mexico’s 4Q 
GDP growth was slightly revised upwards to 0.5%QoQ from 0.4%QoQ 
previously estimated. Finally, Brazil's mid-month IPCA-15 consumer price index 
came in higher than expected at 0.76%MoM in February, accelerating from a 
0.55%MoM gain in January. Headline and core inflation slowed on the annual 
basis, thanks to the high base of comparison from last year, while service 
inflation showed resilience. While base effects will push annual inflation lower in 
the next months, the trend will quickly revert in the second half of the year.   

Outlook 
Brazil will be the next major Latin American economy to disclose GDP figures 
for the fourth quarter. The latest hard data suggest that the economy continued 
to lose momentum. Industrial production was flat in December, following three 
declines in the previous four months. In the fourth quarter, output fell 0.5%QoQ, 
accelerating from a 0.3%QoQ drop in the third quarter. Elsewhere, despite 
rebounding sharply in December, the service activity index rose 1.0%QoQ in the 
fourth quarter, slowing from a 3.0%QoQ gain in the previous three months. 
Finally, the economic activity index fell 1.5%QoQ in Q4 after rising 1.6%QoQ in 
Q3. Although the GDP proxy has experienced higher volatility after the 
pandemic, which has made the seasonal adjustment process more difficult 
according to the central bank, leading the index to overestimate movements in 
the economy sometimes, it remains good for capturing trends. Thus, the 
economy is likely to post a weaker print in Q4 compared to Q3, when it grew just 
0.4%QoQ, with a good chance of a mild contraction. We expect the economy to 
remain sluggish this year amid slower global growth and high interest rates 
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