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Weekly Highlights 

 

 Rising price pressures lift DXY 

 Fed Dots likely to remain unchanged. Small risk of fewer cuts in 2024 

  

 Strong wage data spur speculation of an immediate BoJ hike 

 BoJ focus on longer-term prospects  

 

 EUR, GBP in the shadow of the greenback  

 BoE to leave policy on hold, indicate no urgency for a cut  

 

 Stock connect recorded net inflows to A-shares 

 PBoC net drained liquidity via MLF 

 

 Bank Indonesia on hold amid inflation uptick 

 RBA standing pat as growth concerns imply dovish tendencies 

 

 Czech CPI inflation reached the central bank’s target 

 Turkiye to maintain policy rate for now 
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US – Focus on the Dots amid elevated inflation backdrop 

Major Events and Data Releases 

Date Event Survey Prior 

18-Mar NAHB housing index (DI, Mar)  48 48 

19-Mar Housing starts (%MoM, Feb) 7.3 -14.8 

20-Mar FOMC meeting (% mid) 5.375 5.375 

21-Mar Philly Fed business outlook (DI, Mar) 0.0 5.2 

 Weekly jobless claims (k) 215 209 

 Composite PMI, final (DI, Mar) -- 52.5 

 Existing home sales (%MoM,  -2.0 3.1 

    

Source: Bloomberg 
 
The CPI data were broadly in line with expectations – a touch firmer, as were the 
PPI data. The big picture remains that the 3m average seems to be bottoming out 
well above 2.0%YoY, even as the Fed seems determined to lower policy rates.
We see little in recent data to help the Fed become more confident that inflation 
is returning to target. The greenback jumped a little after the CPI data but when 
this was compounded by elevated PPI data markets seemed to take the 
possibility of delayed rate cuts more seriously. UST yields sold off sharply on the
Thursday, dragging the DXY index sharply higher. It been a good week for the 
US dollar, rising between 0.25% ~1.75% against the rest of the G10-complex.   
           
Outlook 
Fed policy will be the main focus of the week ahead of the meeting on 
Wednesday. The policy rate is set to be left unchanged but there is plenty of 
interest expected from the meeting. Chair Powell’s semi-annual testimony implied 
that the Fed was keen to lower policy rates almost regardless of the inflation 
backdrop. It implied the Fed is much more sensitive to weak labour market data 
than high inflation data. As such, it seems most likely that the Fed will leave the 
Dots broadly unchanged and that the median dot for 2024 will continue to indicate 
that 3 cuts are likely over the balance of the year. The bias, in the wake of the 
elevated price data over the past two months, is that the Dots only show 2 cuts. 
The Fed is also set to come with new forecasts. These are likely to show firmer 
GDP growth in the wake of recent developments. 2024 unemployment may be 
nudged lower too, although any changes seem likely to be marginal. The core 
PCE inflation forecast is a little more uncertain as inflation data have initially come 
in lower and more recently come in higher. This probably leaves the 2024 core 
PCE forecast little changed but with an upside bias. The statement will also be of 
interest as it may detail what the Fed needs to see to be more confident that 
inflation is on track to hit the 2.0% target. The meeting is also scheduled to see a 
more in depth discussion of the balance sheet. A number of officials have made 
comments on this front of late. Markets remain calm suggesting limited urgency 
but the Fed will be keen to ensure that remains the case. A slower roll off is 
coming but it’s a question of timing. The Dallas Fed’s Logan suggested slowing 
earlier to limit the chances of an accident. In her view that would allow the Fed to 
get its holding lower over the medium term. Other data on the week mostly have 
a housing focus with the NAHB index, housing starts and existing home sales 
due. Jobless claims also remain very low.            
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Japan – BoJ: March vs April 

Major Events and Data releases 

Date Event Survey Prior 

18-Mar Core Machinery orders (%MoM, Feb) -0.8 2.7 

19-Mar BoJ meeting (%) -0.1 -0.1 

21-Mar Trade balance, sa (¥bn, Feb) -850 -235 

 Exports (%YoY, Feb) 5.1 11.9 

 Imports (%YoY, Feb) 0.5 -9.8 

 Composite PMI, final (DI, Mar) 50.6 50.6 

22-Mar CPI (%YoY, Feb) 2.9 2.2 

 Ex ff&e CPI (%YoY, Feb) 3.3 3.5 

    

Source: Bloomberg 
 
The week has been dominated by upbeat news on wage negotiations and media 
speculation on a potential BoJ change, the bulk of which was leaning towards 
action in March rather than April. Yet USD/JPY is higher on the week – a function 
of the elevated inflation data in the US that saw UST yields jump, which in turn 
dragged the US dollar higher. Indeed, it is not just the USD dollar that JPY has 
softened against. JPY is mid-table in the G10 weekly rankings suggesting that 
the news on wages isn’t really much of a surprise. 2yr JGB yields are actually 
lower on the week, leaving the spread vs the rest of the G10 wider, which goes 
some way to explaining JPY’s underperformance.       

Outlook 
The BoJ meets this week amid feverish speculation that the end of negative 
rates is finally here. There is no doubt that it is going to be a close call. We 
believe that the wages hurdle has been overcome. The data on the Shunto wage 
negotiations during the course of the past week hits the mark. We believe that 
whichever way Governor Ueda goes will win the day, as he will surely take the 
Deputy Governors with him and that should be enough to drag the decision his 
way. The Governor’s comments remain cautious. He sounds as if he is in no 
rush to alter policy, although this could also just be a determination to take each 
meeting as it comes. Ueda noted that wages were just one important factor for 
the policy decision. He also said that the BoJ would make a comprehensive 
check of the economy and would mull changes once the price target came into 
sight. The “comprehensive check” rhetoric makes one wonder if he would like to 
see the BoJ’s quarterly Tankan and have input from the quarterly Branch 
Managers’ Meeting as well as the BoJ’s semi-annual Financial System Report 
before deciding on policy. All 3 reports come after the March meeting but before 
the April meeting. In addition, the April meeting comes alongside new BoJ 
forecasts. April has a more “comprehensive” feel even as the wage data make 
a solid case for March. On balance we suspect that it will be April. In the event 
that it is April, we suspect the March meeting will lay the groundwork and leave 
little doubt that there will be policy change at the subsequent meeting. The other 
data on the week include the CPI, which is expected to see a large jump, driven 
by subsidies rolling off. The jump in the Tokyo data has already shown the way. 
The BoJ will be well aware of the move. The trade data are also due. The timing 
of Chinese New Year will likely influence the trade data. Averaging January and 
February gives a better picture of early Q1 developments.     
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Europe – BoE to leave policy unchanged, offer few clues on the outlook 

Major Events and Data Releases 

Date Event Survey Prior 

19-Mar GE – ZEW survey (DI, Mar) 21.0 19.9 

20-Mar UK – CPI (%YoY, Feb)  3.5 4.0 

 UK – Core CPI (%YoY, Feb) 4.6 5.1 

 EZ – Consumer confidence (DI, Mar) -15.0 -15.5 

21-Mar BoE meeting (%) 5.25 5.25 

 EZ – Current account, sa (€bn, Jan) -- 31.9 

22-Mar UK – Consumer confidence (DI, Mar) -20 -21 

 UK – Retail sales (%MoM, Feb) -0.5 3.4 

 UK – Retail sales, ex fuel (%MoM, Feb) -0.8 3.2 

 UK – CBI industrial trends, orders (DI, Mar) -20 -20 

 GE – IFO survey (DI, Mar) 86.0 85.5 

    

 Source: Bloomberg 
 
It has been a heavy data week in the UK with GDP coming in as expected at 
0.2%MoM in January which suggests the recession is already in the rear-view 
mirror. UK house prices continue to recover faster than we had expected and 
the labour market data were mixed with the Report on Jobs soft and the rest of 
data more or less in line with expectations. In the Eurozone, the highlight of the 
week was the ECB’s new operational framework announced on the Wednesday. 
It didn’t make too many waves in the FX market, with much of the 
implementation due in September. In FX markets the US dollar was the big 
driver. EUR is near the top of the rankings but still down ~0.5% vs USD, while 
GBP is down ~0.95%.        
 
Outlook 
The Bank of England is not expected to alter policy. The vote will be of interest. 
With 2 votes for tighter policy and only 1 vote for a cut, in theory the bias in 
February was for tighter policy. It may not change in March, although we suspect 
that the bulk of those voting for no change in February expect the next move in 
the policy rate will be lower. Recent statements have been along the lines of 
progress being made but it is too early for easier policy. That is likely to be 
reflected in the statement. We suspect the existing statement is not likely to 
change much. In addition to the BoE meeting, the Swiss National Bank (SNB) 
and Norges Bank also meet on the Thursday. There is a chance that the SNB 
kicks off the G10 easing cycle. Markets see a ~30% chance of a cut.     
 
In the eurozone, there is any array of second tier releases. The final estimate of 
February CPI will allow investors the opportunity to pore over the finer details of 
the price outlook. The trade balance, current account, new car registrations, 
construction output, final PMI data are all due but none seem likely to have much 
impact on markets, given all the policy developments elsewhere. The ZEW and 
IFO surveys are also due and will update investors on how the tired man of 
Europe is doing.     
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China – PBoC net drains liquidity via MLF 

Major Events and Data Releases 

Date Event Survey Prior 

18-Mar Retail Sales YTD (%YoY, Feb) 5.6 7.2 

 Industrial Production YTD (%YoY, Feb) 5.2 4.6 

 Fixed Assets Investment YTD (%YoY, Feb) 3.2 3.0 

20-Mar 1Y LPR (%, Mar) 3.45 3.45 

 5Y LPR (%, Mar) 3.95 3.95 

    

 Source: Bloomberg 
 
Spot CNH pared back its gains towards the 7.20 handle as USD rebounded 
following the release of sticky inflation data. Domestically RMB sentiment 
stabilized as the CPI data for February marked a positive turnaround, ending a 
5m deflation trend. M2 growth remained unchanged at 8.7%YoY. While housing 
data remained sluggish, market participants are patiently waiting for the effects 
of the previous 25bp 5Y Loan Prime Rate (LPR) cut to materialize and support 
housing demand. The National People Congress (NPC) concluded without a big 
stimulus plan but the policy guidance of “new quality productive force” and 
announcement of the ultra-long special China Government Bond (CGB) 
issuance provided initiatives to stimulate China’s growth prospects. Moreover, 
the return of Stock Connect inflows to A-shares and recovery in China/HK 
equities eased concern over Chinese investments. 
  
The PBoC kept its 1Y MLF yield unchanged at 2.5% as expected, while 
surprisingly net draining liquidity of CNY 94bn via its MLF operation, for the first 
time in almost two years. Flush liquidity conditions, as indicated by the elevated 
MLF outstanding, could be a reason for the liquidity withdrawal. Apart from that, 
the status quo of 1Y MLF yield showed PBoC's concern over FX stability and 
US-China rate spread before an expected Fed rate cut later this year. Over the 
week, the PBoC net drained CNY 11bn of liquidity via Open Market Operations, 
in comparison to CNY 1114bn liquidity withdrawal in prior week. The 7-day repo 
rate was hovering around 1.9%.  
 
Outlook 
The return of capital inflows to Chinese investments and the easing concerns 
over China risks bode well for the RMB outlook. The PBoC’s persistent CNY 
fixing support also protected the topside of USD/CNH. In the coming week, 
investors will closely monitor the hard data for first two months to assess China 
growth momentum. Encouraging travel and consumption data during the 
Chinese New Year suggest solid retail sales data. While industrial production is 
expected to hold steady, the struggling property market is likely to drag on fixed 
asset investments. Considering the status quo of 1Y MLF yield, Chinese banks 
are expected to keep 1Y and 5Y Loan Prime Rates (LPRs) unchanged at 3.95% 
and 3.45%, respectively.          
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EM Asia – CBC, Bank Indonesia, RBA all on hold 

Major Events and Data Releases 

Date Event 

Surve

y Prior 

18-Mar S’pore Non-oil Dom Exports (%YoY, Feb) 3.4 16.8 

 Malaysia Exports (%YoY, Feb) 1.9 8.7 

19-Mar Australia RBA meeting (%)  4.35 4.35 

 Philippines Current account ($mn, Feb) -- 740 

 Bank Indonesia Policy Rate (%) 6.0 6.0 

13-Mar Taiwan Export Orders (%YoY, Feb) 1.3 1.9 

 Australia Employment Change (k, Feb) 40.0 0.5 

 Australia Unemployment Rate %, (Feb) 4.0 4.1 

 Taiwan CBC Benchmark Interest Rate (%)  1.875 1.875 

 Korea PPI (%YoY, Feb) -- 1.3 

14-Mar Taiwan Unemployment Rate (%, Feb) 3.4 3.4 

    

Source: Bloomberg 
 
This week, India CPI inflation for February came in slightly above consensus, 
staying sticky at 5.1%YoY similar to January as food inflation rose to 8.7%YoY 
from 8.3%YoY in January. While core inflation declining to 3.3% is welcomed, it 
overstates scope for RBI easing given the large weight of food in the CPI basket.   

Outlook 
The RBA is expected to keep policy rates unchanged. Recent economic 
indicators and RBA officials signal growth worries which may translate to a 
dovish upcoming statement. Specifically, Q4 2023 marked the third straight 
quarter of contraction for GDP per capita which culminated in private 
consumption turning into a drag on growth. Relatively flat employment gains in 
January after the sharp December contraction invites marginal caution on a 
softer labour market. Accordingly, the air for AUD bulls appears to be thinning.  
 
Bank Indonesia is also set to stand pat as an uptick in headline inflation to 
2.8%YoY on volatile food inflation raises caution for those expecting policy 
easing on the horizon. Growth will receive festive support from households 
during the Ramadan season. Meanwhile, mineral exports (in volume terms) 
continued expanding even as a more meaningful lift in electronics exports awaits.  
 
In Taiwan, the CBC will look past seasonal distortions from both inflation and 
growth to keep policy on hold to guide inflation lower. The February spike in 
headline and core inflation was driven by LNY effects on gifting for nursery and 
nursing care in a nod to the festivities. These spikes will not trigger policy actions. 
In fact, falling goods prices (0.3%MoM) despite the LNY season may be telling 
of the softer underlying demand though apparel prices were admittedly 
influenced by winter wear discounts. The growth picture remains mixed. 
External demand stayed resilient as total exports over January and February 
grew 9.7%YoY. However, softer retail trade alongside a weaker food and 
beverage sector in January may portend private consumption returning to trend.   
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EMEA – Czech CPI inflation reaches central bank’s target 

Major Events and Data Releases  

Date Event Survey Prior 

20-Mar South Africa CPI (%YoY, Feb) -- 5.3 

20-Mar Czech Policy Rate (%) -- 6.25 

21-Mar Turkiye Policy Rate (%) -- 45 

    

Source: Bloomberg 
 
Last week, ZAR kept rallying against a benign backdrop for carry trades, while 
HUF depreciated against the backdrop of a deepening central bank row and 
concerns over the deteriorating relationship with the EU. 

The National Bank of Poland (NBP) revealed a new economic outlook on 11 
March. NBP has revised up its real GDP growth for 2024 and 2025. The NBP 
also suggests two scenarios in which the outlook for economic activity and 
prices could change significantly depending on the continuation of inflation 
control measures, such as a 0% value-added tax (VAT) on food products (which 
has been decided to return to 5% from April 1, 2024) and a freeze on energy 
prices.  

In Czech, February CPI inflation was 2.0%YoY, down from 2.3YoY% in January. 
CPI inflation reached the Czech National Bank’s inflation target of 2.0%YoY for 
the first time since December 2018.   

Outlook 
Next week, the central banks of Czech and Turkiye will announce policy rate 
decisions. We believe the CNB will cut its policy rate from 6.25% to 5.75% on 
20 March. Against a backdrop of a sharp drop in inflation and a weak economy, 
the CNB will cut rates further. However, the magnitude of rate cut is likely to 
remain at 50 basis points, as several senior CNB officials have expressed 
concern about the impact of a weaker CZK on imported inflation. For the 21 
March meeting of the Central Bank of Turkiye (CBRT), we believe it will keep its 
policy rate at 45% for now. Rising CPI inflation and strong household 
consumption have raised expectations of further rate hikes, but given the crucial 
local elections on 31 March, the timing of further rate increases is expected to 
come after the elections. 
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