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Weekly Highlights 

 

 DXY volatile around month end but little changed on the week 

 Labour market data the focus ahead  

  

 JPY swings on mixed BoJ speak. Weak Japan data shrugged off 

 Busy week ahead with a wage focus 

 

 ECB to leave policy on hold, new forecasts the focus 

 Chancellor Hunt to use most of the available headroom 

 

 China to keep growth target unchanged around 5%... 

 …with higher fiscal deficits and stimulus measures 

 

 Australia GDP pace to slow as private consumption growth softens 

 Despite soft activity data, BNM to hold on upside inflation risks 

 

 EU to release €137bn for Poland 

 Hungary accelerated monetary easing 
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US – Labour market in focus 

Major Events and Data Releases 

Date Event Survey Prior 

5-Mar Composite PMI, final (DI, Feb)  51.4 51.4 (p) 

 ISM services index (DI, Feb) 52.9 53.4 

6-Mar ADP employment (k, Feb) 150 107 

 JOLTS job openings (k, Jan) -- 9026 

 Beige Book -- -- 

7-Mar Weekly jobless claims (k) -- 215 

8-Mar Non-farm payrolls (k, Feb) 190 353 

 Unemployment (%, Feb) 3.7 3.7 

 Average hourly earnings (%MoM, Feb) 0.3 0.6 

 Participation rate (%, Feb) 62.5 62.5 

    

Source: Bloomberg 
 
During the course of the week market pricing for the Fed in 2024 briefly came 
back into line with the Fed’s Dots (3x25bp) – a long way from the rampant easing
cycle priced in early in the year in the wake of the strangely dovish December 
FOMC meeting. As has been the case in previous “Government Shutdown 
Showdowns”, the drama has been resolved ahead of the deadline and the
government has remained open, which likely supported risk appetite. Equity 
markets have made new highs. UST yields, especially at the front end, have 
ended the week lower. Despite the drop in front end UST yields, the DXY index 
is little changed. The UST rally in the wake of the elevated PCE report was 
especially surprising to us, although month end flows and positioning likely have 
something to do with the moves.     
           
Outlook 
One reason that Fed officials are happy to be patient on policy while looking for 
more certainty on the inflation outlook is the strength of the labour market – as 
Waller recently said there is “no rush”. The data in the coming week will provide
and update on the labour market health. On net the data should show a solid 
labour market. The main focus is Friday’s non-farm payrolls report. The 
consensus is for a reversion to more normal levels of payroll growth after two very 
strong ones. The consensus is for a 180k gain. This leaves the unemployment 
rate near the cycle low at 3.7%. It’s a busy week for the Fed too with the Beige 
Book published and Chair Powell testifying to Congress. Between them, these 
two event should detail how the Fed is seeing the economy. We suspect that 
Powell’s comments will be along the lines of Waller’s recent comments –
economy is doing fine so no need to rush rate cuts. The Fed can afford to be 
patient. Other data on the week include the services ISM report. Services have 
been carrying the economy of late and seem likely to start to soften in the months 
ahead. On the political front Super Tuesday may see the end of the US primary 
season, if Nicky Haley pulls out of the Republican contest in the wake of the 
results. Trump is the overwhelming favourite to win the nomination. On Thursday, 
Biden will deliver the State of the Union Address. In Canada, the BoC is expected 
to leave policy on hold at its 6 March meeting. Nonetheless, it looks likely that the 
BoC will be among the earliest G10 central banks to start easing policy.   
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Japan – BoJ speak buffets JPY 

Major Events and Data releases 

Date Event Survey Prior 

4-Mar Capital expenditure (%YoY, Q4) 2.8 3.4 

5-Mar Tokyo CPI (%YoY, Feb) 2.5 1.8 

 Tokyo Ex ff&e CPI (%YoY, Feb) 3.1 3.3 

 Composite PMI, final (DI, Feb) 50.3 50.3 (p) 

7-Mar Cash earnings (%YoY, Jan) 1.3 0.8 

 Same sample Cash earnings (%YoY, Jan) 1.9 1.5 

8-Mar Current account, sa (¥bn, Jan) 2704 1810 

 Bank lending (%YoY, Feb)  -- 3.1 

 Household spending (%YoY, Jan)   

 Eco watchers survey, outlook (DI, Feb) 52.2 52.5 

 Eco watchers survey, current (DI, Feb) 50.6 50.2 

Source: Bloomberg 
 
Japan CPI came in hotter than expected, in part due to technical reasons. The 
Ministry of Internal Affairs and Communications has finally started collecting 
overseas package tour prices again, which saw prices leap here over 50%YoY. 
Note that while this biases current CPI YoY rates higher, the index level is now 
correct. Previous YoY rates have been lower than they would otherwise have 
been. JPY has been buffeted by BoJ speak, with USD/JPY first dropping on 
comments from Takata who noted easing off the accelerator one notch was 
possible on the Thursday and rising on the Friday on the back of cautious 
comments from Governor Ueda. USD/JPY ends the week a little lower, broadly  
shrugging off a 7% drop in industrial production, which throws up the possibility 
that Q1 GDP will be negative, which would be a third negative print in a row.    

Outlook 
Wages will be a focus over the next few weeks. On 7 March unions are expected 
to publish their requests, with employers due to deliver an initial response on 15 
March, just ahead of the 19 March BoJ meeting. We still expect that the BoJ will 
wait until late April to exit NIRP as a fuller appreciation of wage trends will be 
possible rather than basing major decisions on the initial developments. Other 
data on the week will be the capex data from MoF’s Financial Statement 
Statistics of Corporation by Industry report which provides the source data for 
estimates of capex in the second estimate of GDP. The Tokyo CPI data for 
February will show a big jump at the headline level as energy subsidies roll off. 
This development has been well flagged. We note that ex fresh food and energy 
CPI is a better measure of underlying price pressures. Here the YoY rate will 
likely 1) nudge lower but 2) remain far above the BoJ’s 2% price target. The 
wage data are also due. Of late the same sample data are getting more press 
and Bloomberg has started to track both headline and same sample numbers. 
The same sample numbers show wage growth looking more elevated. Late in 
the week the eco watchers survey is due. Like the consumer confidence 
numbers, the eco watchers survey suggests consumers are in decent shape. 
The hard data suggest they are less upbeat. Finally, the current account (Jan), 
FDI data (Jan) and MoF monthly flows (Feb) are due. Outbound FDI is back 
near pre-GFC highs and remains a underlying drag on JPY.     
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Europe – ECB on hold. Forecasts (and framework?) in focus 

Major Events and Data Releases 

Date Event Survey Prior 

5-Mar UK – Composite PMI, final (DI, Feb) 53.3 53.3 (p) 

 EZ – Composite PMI, final (DI, Feb) 48.9 48.9 (p) 

 EZ – PPI (%YoY, Jan) -8.1 -10.6 

6-Mar EZ – retail sales (%YoY, Jan) -1.4 -0.8 

 UK - Budget -- -- 

7-Mar EZ – ECB meeting (%, depo) 4.0 4.0 

 UK – DMP 1yr CPI (%YoY, Feb) -- 3.4 

8-Mar UK – REC Report on Jobs (%, Jan)  -- -- 

 EZ – GDP, 2nd est (%QoQ, Q4)  0.0 0.0 

    

 Source: Bloomberg 
 
EUR and GBP were little changed through much of the week only to come under 
pressure in the wake of the US PCE report that, despite being elevated, saw 
UST yields decline. On the Friday, a few wobbles in risk appetite saw USD make 
further gains and then a drop in the wake of the soft ISM data. The markets 
more or less ignored the upside surprise in the eurozone core CPI than only 
dropped from 3.3%YoY to 3.1%YoY. At the same time unemployment dropped 
to the cycle low at 6.4%. Combined these data will make the ECB comfortable 
with their cautious stance to only start easing in summer. In the UK the 
government announced that Clare Lombardelli will replace Ben Broadbent as 
the Deputy Governor for Monetary Policy from the start of July. Her appointment 
likely leaves the MPC balance little changed.    
 
Outlook 
ECB members have been quite open in marking June as the meeting most likely 
to see the start of the easing cycle. Only a few doves (Panetta, Centeno) are 
pushing for an earlier move. Everyone else has lined up behind the need to see 
wage developments in Q1 which will not be available by the 11 April meeting. 
There will be no move in policy rates at the 7 March meeting. However, the 
meeting will not be without interest. Firstly the ECB is due to release new 
forecasts. These will likely see lower CPI and GDP in the near term, with lower 
energy prices a big factor in a lower headline CPI forecast. The longer-term 
forecasts are more likely to be unchanged, although the bias here is also lower. 
The ECB expects to make an announcement on its framework review soon. 
Consequently, there is some speculation that the ECB will provide an update on 
discussion on the framework this coming week, although this seems a little early 
to us. Other data on the week include the PPI, which suggests easing 
disinflation. In the UK, the focus will be on the 6 March budget. Most estimates 
of the headroom Hunt will have are in the £10~20bn area, although he may 
create more room for tax cuts by hiking elsewhere with ending tax breaks for 
non-doms seen as one potential tax hike, while reinstating the fuel duty 
escalator is another. Another NI cut would be a sensible move as it boosts both 
demand and supply. It would please the OBR and have limited implications for 
monetary policy. We suspect that the Chancellor will spend the bulk of any 
headroom he has. Loose fiscal policy is one plank of our recent GDP upgrades.   
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China – GDP target to remain little changed 

Major Events and Data Releases 

Date Event Survey Prior 

5-Mar Caixin China PMI Service (DI, Feb) 52.9 52.7 

 National People’s Congress -- -- 

7-Mar Exports YTD (%YoY, Feb) 3.0 -4.6 

 Imports YTD (%YoY, Feb) 1.5 -5.5 

 FX Reserves (USD bn, Feb) 3221 3219.3 

    

 Source: Bloomberg 
 
Spot CNH ranged between 7.2023 and 7.2203 over the week, while spot CNY 
spot remained capped below the 7.20 handle given the PBoC’s solid CNY fixing 
policy support. As market participants await the policy announcement at the 
National People Congress in early March, the RMB market was muted with the 
China PMIs and new homes sales figures for February providing only limited 
excitement. Despite the seasonal adjustments, the holiday effect still weighed 
on manufacturing activities, keeping the index in contractionary territory for a 5th 
consecutive month at 49.1 (vs. 49.0 expected), while holiday consumption 
stimulated service sector activities, sending the non-manufacturing PMI higher 
to 51.4 (vs. 50.7 expected). Separately, new home sales from the top 100 
developers tumbled by 59.7% to CNY 185bn as the Chinese New Year holiday 
fell into different month compared to 2023. Combining the Jan-Feb data, the 
sales figure also plunged by 48.4%, reflecting very weak housing demand 
despite various property support measures in recent months. On the policy front, 
the Politburo met to discuss the government work report but offered few new 
insights into policy guidance. Towards month-end, the PBoC net injected CNY 
632bn liquidity via the Open Market Operations over the week, compared to a 
reversal from a net liquidity withdrawal of CNY 693bn in the prior week.  
 
Outlook 
All eyes will be on the upcoming National Peoples Congress due next week, 
with Chinese Premier Li Qiang set to reveal the GDP growth and social 
development targets in his first government work report. Considering the 
implementation of stronger fiscal stimulus measures, the GDP growth target is 
expected to remain near 5% this year, accompanied by a higher fiscal deficit. 
Any new stimulus measures or policy guidance related to the struggling property 
sector will be in focus. On the data front, export figures for first two months are 
expected to turn positive due to base effects and stimulus measures. However, 
the sluggish export order sub-index in the manufacturing PMI pointed to limited 
upside. We do not look for any major surprises from the NPC, so CNH will likely 
stay in a range.          
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EM Asia – Disinflation and distortion 

Major Events and Data Releases 

Date Event Survey Prior 

4~11 Mar Thailand CPI (%YoY, Feb) -0.7 -1.1 

4-Mar Korea Industrial Production (%YoY, Jan) 10.0 6.2 

5-Mar Singapore Retail Sales (%YoY, Jan) -- -2.7 

 Australia C/A Balance (4Q) 5.0 -0.2 

 Korea GDP (%YoY, Q4) 2.2 2.2 

 Philippines CPI (%YoY, Feb) 3.1 2.8 

6-Mar Australia GDP (%YQoQ Q4) 0.3 0.2 

 Korea CPI (%YoY, Feb) 3.0 2.8 

7-Mar Australia Trade Balance (A$mn, Jan) 11500 10959 

 Malaysia BNM Overnight Policy Rate (%)  3.0 3.0 

 Taiwan CPI (%YoY, Feb) 2.5 1.8 

8-Mar Korea C/A Balance (Jan) -- 7415 

 Philippines Unemployment Rate (%, Jan) -- 3.1 

 Taiwan Exports (%YoY, Feb) 1.6 18.1 

    

Source: Bloomberg 
 
Australia’s January headline inflation coming in below expectations but similar 
to December’s dented the hopes of AUD bulls. This was followed up by retail 
sales which underperformed expectations despite a recovery from December’s 
contraction. Nonetheless, this is no easy road for RBA doves as inflation and 
retail sales will be distorted by the Swift effect upending inflation and retail sales.  
On distortions, Vietnam’s CPI inflation surged to 4% from Tet led demand 
causing a broad-based increase in food prices, train ticket prices, clothing, 
entertainment and tourism amid the spring travel surge. Industrial production 
also saw a sharp decline amid likely holiday breaks in the manufacturing sector. 
In Thailand, January’s current account slipped back into a small deficit as 
December’s import compression faded. The consolation though is a US$900m 
surplus from services and the income balance being the highest since January 
2020.   

Outlook 
MYR was the top performer this week as the BNM stepped up its rhetoric that 
the ringgit is undervalued and engaged government-linked companies and 
investors to encourage supportive FX inflows. While the Q4 economic 
contraction is a worry, the BNM will have to stand pat and retain their supportive 
monetary policy stance. They are unlikely to provide dovish cues as they face 
upside inflation risks from the increase in services taxes and pilot schemes to 
raise wages. In Australia, Q4 GDP growth looks likely to slow from Q3’s 2.1% 
print on softening private consumption as Q4 real retail sales growth was 1.2% 
lower to offset support from net exports amid firmer commodities demand. Given 
eroded household savings, downside risks for economic contraction are 
significant. An AUD recovery remains bleak without broader USD weakness.   
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EMEA – EU to release €137bn to Poland 

Major Events and Data Releases  

Date Event Survey Prior 

4-Mar Turkiye CPI (%YoY, Feb) 66.20 64.86 

6-Mar Hungary Industrial Production (%YoY, Jan) - -8.70 

6-Mar Poland Policy Rate (%) 5.75 5.75 

7-Mar South Africa Current Account (ZAR bn, Q4) - -19 

8-Mar Hungary CPI (%YoY, Feb) 4.2 3.8 

 Czech Manufacturing PMI (DI, Feb)   

    

Source: Bloomberg 
 
Last week, HUF and TRY depreciated against USD and EUR by ~1.0%, while 
other EMEA currencies were stable. 

The National Bank of Hungary (NBH) cut the base rate by 100bp to 9.00% on 
27 February. The magnitude of rate cut was wider than at the previous meeting 
(75bp). In a press release, the NBH said disinflation had been “stronger than 
expected”, external and domestic demand pressures remained “persistently 
low”, and Hungary’s risk perception had improved further as the current account 
balance improved. We believe the NBH twill opt for another 100bp cut at its next 
meeting in March. In addition to its deteriorating rate advantage against EUR, 
HUF has also hit by concerns around NBH’s independence. The Governor 
Matolcsy said Hungarian Prime Minister Viktor Orban’s government is planning 
a “significant attack” against central bank independence with a proposed 
modification of the law regulating the institution. 

On 23 February EU Commission President Ursula Von der Leyen said the bloc 
will free up as much as €137 billion in funds for Poland. The European 
Commissiontni  adopted two legal acts that pave the way for Poland to access 
the EU funds.  

Outlook 
Next week, the National bank of Poland (NBP) will announce its policy rate on 
6 March. The NBP will likely keep its policy rate at 5.75%. We believe fiscal 
expansion and stronger demand prevent the NBP from resuming monetary 
easing. 
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