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Wood
“Chop your own wood and it will warm you twice.” – Henry Ford
“Give me six hours to chop down a tree and I will spend the first four
sharpening the axe.” – Abraham Lincoln

Summary

Risk mixed as markets have wood to chop into a heavy week of bill and note supply along

with month end and key economic data on inflation. Over the weekend, hope for peace deals

rose but markets are cautious on the policy pivots from central bankers with risks for global

growth recovery following. The focus in the US session is on sales of 2Y and 5Y notes along

with US new home sales. ECB Lagarde speech and more from Congress on risks for a

government shutdown. The barometer for much of the risk mood reverts back to the USD

where the rest of the world growth ups matter, and dollar weakness is a reprieve on FOMC

rate cut stalling. How this plays out today sets up the markets for the end of the week data

dump with GDP, core PCE, ISM all key.

What’s different today:

Copper drops -0.9% to $8,493 ton – linked to China inventories rising –
other industrial metals also weaker – Nickel -1.4% after a 7% bounce last
week. US new sanctions didn’t cover Russian industrial metals last week
adding to selling pressures.
12M CNY forward points lower – 1Y swap off 0.5bps today, off 165pips in
last week – highlighting weaker foreign demand for China bonds.  Foreign
investors were net buyers of China bonds over the last 5 months.
Japan Nikkei marks new record high up 0.35% to 39,234 – while 10Y bond
yields fell 3.5bps to 0.674% lowest in 3-weeks – as focus turns to BOJ and CPI
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tomorrow

What are we watching:

Bank of Israel rate decision – toss up for rate cut of 25bps to 4.5% as
economic weakness from war against inflation risks, weaker ILS and local
elections tomorrow matter.
Central Bank speakers: Kansas City Fed Schmid speaks; European Central
Bank President Christine Lagarde speaks in Strasbourg.
US January new home sales expected up 3% to 684k after 8% surprise gains
– with existing home sales last week higher, this is seen as an extension.
US February Dallas Fed manufacturing index expected -14 from -27.4 –
with this seen as a “oil patch” indicator – some modest improvement with
production up.
US Treasury auctions – notable supply with $70bn in 6M bills, $79bn in 3M
bills, $63bn in 2Y notes and $64bn in 5Y notes – how much concession
needed for smooth sales key.
4Q Earnings: Zoom, Domino's Pizza, iRobot, AES, ONEOK, SBA
Communications, Progressive, Fidelity National Information Services,
Skywater, Everbridge, EverQuote, Freshpet, Kaspi, Itron, Playtika Li Auto.

Headlines:

Singapore Jan industrial production drops -5.7% m/m, +1.1% y/y – weaker
electronics noted – SGD off 0.1% to 1.3440
China PBOC adds net CNY192bn for month-end – Premier Li vows to clear
policies hindering fair market competition – CSI 300 off 1.04%, CNH off 0.1%
to 7.2095
South Korea announces stock market reform plan to reduce “Korea Discount”
with 66% of firms under book value – Kospi off 0.77%, KRW up 0.3% to 1331

Spanish Jan PPI up 0.2% m/m, -3.8% y/y – 11th month of deflation led by
energy – IBEX up 0.1%, SPGB up 1.5bps to 3.263%,
EU banks set to return E120bn via buybacks and dividends after 2023
earnings – EuroStoxx 50 off 0.15%, EUR up 0.25% to 1.0850
Norway Jan unemployment up 1pp to 4.5% - worst since July 2021 – NOK up
0.15% to 10.52
UK Feb CBI retail trade slump eases to -7 from -50 – best in 10-months; BOE
Breeden calls for more research on non-bank lenders – FTSE off 0.3%, GBP
up 0.2% to 1.2690
Israel/Hamas talks for ceasefire continue after Paris progress; US/UK force
launch new airstrikes on Houthi site on Yemen – WTI off 0.3%
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The Takeaways:

Chopping wood becomes the analogy for a market worried about inflation risks,
central bank pivots and hits to a market priced to perfection for growth ahead. The
amount of time preparing for the stories ahead should be used in sharpening the
tools to deal with any surprises. The instant gratification hopes for the present low
volatility and high carry markets mean trends aren’t your friend. The biggest event
for the Monday isn’t in US note auctions or tracking the US magnificent 7 shares, nor
even in the USD surprise weakness today – rather its in global trade and the set up
for the WTO meetings this week that start in Abu Dhabi. There is a clear risk of less
global trade, less clear market pricing for goods and services, higher tariffs and
protectionism diving down growth and raising worries about productivity and
inflation. The biggest geopolitical risk remains in the rising split of interests between
US and China. Over the weekend satellite images reveals a floating barrier at the
mouth of a disputed atoll in the South China Sea. The ability to ship goods freely
around the world is clearly the worry and the conflict with the neighbors backed by
US and others will be a focus for months if not years. The long game is in play for
geopolitical risks clashing with domestic politics and economics. The reason this
matters today is that the relative calm of the news agenda allows investors to take
the time to consider the month-end portfolio adjustments and the bigger picture on
global growth hopes. The USD down requires that the rest of the world to rise in
relative growth hopes with the lessons overnight being problematic given the
weakness of the China shares and the lack of momentum in Europe.

US China trade is a barometer of world growth?
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Details of Economic Releases:

1. Singapore January industrial production drops -5.7% m/m, +1.1% y/y after
-1.3% m/m, -2.4% y/y – weaker than 3% m/m, 4.5% y/y expected. The annual rate
upturn was mainly due to a strong rebound in output for precision engineering
(27.7% vs -5.9% in December), and an acceleration in activity for transport
engineering (43.5% vs 0.2%), and chemicals (3.8% vs 3%). Meanwhile, output
declined for electronics (-3.4% vs 6.2%), biomedical manufacturing (-25.9% vs
-24.1%), and general manufacturing (-3.4% vs -17.1%).

2. Spanish January PPI up 0.2% m/m, -3.8% y/y after -0.3% m/m, -6.3% y/y –
higher than -5% y/y expected – still the 11th month of deflation. Downward
pressure came from prices of energy (-12.6% vs -20.6% in December) and
intermediate goods (-5.7% vs -4.9%). On the other hand, increases were seen for
consumer goods (5.4% vs 6.7%) and capital goods (2.7%, the same as in
December). Excluding energy, the PPI rose 0.2% in January, following a 1.1%
increase in December.

3. Norway January unemployment rises to 4.5% from 3.5% - worse than 3.6%
expected and highest since July 2021 – as unemployed rose 29,000 to 134,000.
Meanwhile, the number of employed persons declined by 2,000 to 2.871 million. The
labor force participation rate rose to 72.9% in January, compared to December’s
72.3%. Meantime, the youth unemployment rate edged higher to 11.5% from 11.3%.
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4. UK February CBI distributive trends improves to -7 from -50 – better than -47
expected. Companies expressed plans to reduce investment, albeit at the least
negative rate seen in two years. Employment continued to decline for the sixth
consecutive quarter. However, there is a slightly brighter outlook for the sector as
firms showed increased optimism. Selling price inflation for the year up to February
was at +54, the lowest since May 2021 and a sharp decrease from +73 in
November. Looking ahead, retailers anticipate a slight uptick in the decline of sales
in March to -15.

UK CBI retail trade recovery?

Source: CBI /BNY Mellon

Please direct questions or comments to: iFlow@BNYMellon.com

Bob Savage
HEAD OF MARKETS STRATEGY
AND INSIGHTS

CONTACT BOB

https://email2.bnymellon.com/MzUzLUhSQi03OTIAAAGRiLoeAQvBo3nsmCwc0Z5ibJy7-QESkJRcyVlXI7hG83GBAYFz_--2imwgFCedsI3Imt8ynPQ=
https://email2.bnymellon.com/MzUzLUhSQi03OTIAAAGRiLoeAa-thxZFvfqvtHdzOkph8lm4pC-x5-st347JKIzSzenX1TYa1JsVDH1f0_gcrftX5qw=
https://email2.bnymellon.com/MzUzLUhSQi03OTIAAAGRiLoeAWt_00RnLpyCBDyx2LBdQmifoIF21w-a3r0Y91-9LCPxrkRfCdizrMpDNwzcAC8yUeM=
https://email2.bnymellon.com/MzUzLUhSQi03OTIAAAGRiLoeAWt_00RnLpyCBDyx2LBdQmifoIF21w-a3r0Y91-9LCPxrkRfCdizrMpDNwzcAC8yUeM=
https://email2.bnymellon.com/MzUzLUhSQi03OTIAAAGRiLoeAQHM3ZOp9QROAiWbe1OC1iBG1i8vW26XePO_IXvtTAh0KdeiD5i0dcabpXaUsRcCHzc=
https://email2.bnymellon.com/MzUzLUhSQi03OTIAAAGRiLoeAQHM3ZOp9QROAiWbe1OC1iBG1i8vW26XePO_IXvtTAh0KdeiD5i0dcabpXaUsRcCHzc=
https://email2.bnymellon.com/MzUzLUhSQi03OTIAAAGRiLoeAaGNvtrH04h9J7pY5crBkVmo_uQ1eSdBXlvoFUa65pto4kDCTGgwvC_Mrtv6GXeIKXk=
https://email2.bnymellon.com/MzUzLUhSQi03OTIAAAGRiLoeAaGNvtrH04h9J7pY5crBkVmo_uQ1eSdBXlvoFUa65pto4kDCTGgwvC_Mrtv6GXeIKXk=


bnymellon.com 

BNY Mellon is the corporate brand of The Bank of New York Mellon Corporation and may be used as a generic term to reference the corporation as a whole and/or its various 
subsidiaries generally. This material and any products and services may be issued or provided under various brand names in various countries by duly authorized and regulated 
subsidiaries, affiliates, and joint ventures of BNY Mellon, which may include any of the following. The Bank of New York Mellon, at 225 Liberty St, NY, NY USA, 10286, a banking 
corporation organized pursuant to the laws of the State of New York, and operating in England through its branch at One Canada Square, London E14 5AL, UK, registered in 
England and Wales with numbers FC005522 and BR000818. The Bank of New York Mellon is supervised and regulated by the New York State Department of Financial Services 
and the US Federal Reserve and authorized by the Prudential Regulation Authority. The Bank of New York Mellon, London Branch is subject to regulation by the Financial Conduct 
Authority and limited regulation by the Prudential Regulation Authority. Details about the extent of our regulation by the Prudential Regulation Authority are available from us on 
request. The Bank of New York Mellon SA/NV, a Belgian public limited liability company, with company number 0806.743.159, whose registered office is at 46 Rue Montoyerstraat, 
B-1000 Brussels, Belgium, authorized and regulated as a significant credit institution by the European Central Bank (ECB), under the prudential supervision of the National Bank of 
Belgium (NBB) and under the supervision of the Belgian Financial Services and Markets Authority (FSMA) for conduct of business rules, and a subsidiary of The Bank of New York 
Mellon. The Bank of New York Mellon SA/NV operates in England through its branch at 160 Queen Victoria Street, London EC4V 4LA, UK, registered in England and Wales with 
numbers FC029379 and BR014361. The Bank of New York Mellon SA/NV (London Branch) is authorized by the ECB and subject to limited regulation by the Financial Conduct 
Authority and the Prudential Regulation Authority. Details about the extent of our regulation by the Financial Conduct Authority and Prudential Regulation Authority are available 
from us on request. The Bank of New York Mellon SA/NV operating in Ireland through its branch at 4th Floor Hanover Building, Windmill Lane, Dublin 2, Ireland trading as The 
Bank of New York Mellon SA/NV, Dublin Branch, is authorised by the ECB and is registered with the Companies Registration Office in Ireland No. 907126 & with VAT No. IE 
9578054E. The Bank of New York Mellon, Singapore Branch, subject to regulation by the Monetary Authority of Singapore. The Bank of New York Mellon, Hong Kong Branch, 
subject to regulation by the Hong Kong Monetary Authority and the Securities & Futures Commission of Hong Kong. If this material is distributed in Japan, it is distributed by The 
Bank of New York Mellon Securities Company Japan Ltd, as intermediary for The Bank of New York Mellon. If this material is distributed in, or from, the Dubai International 
Financial Centre (“DIFC”), it is communicated by The Bank of New York Mellon, DIFC Branch, regulated by the DFSA and located at DIFC, The Exchange Building 5 North, Level 6, 
Room 601, P.O. Box 506723, Dubai, UAE, on behalf of The Bank of New York Mellon, which is a wholly-owned subsidiary of The Bank of New York Mellon Corporation. This 
material is intended for Professional Clients only and no other person should act upon it. Not all products and services are offered in all countries. 

The information contained in this material is intended for use by wholesale/professional clients or the equivalent only and is not intended for use by retail clients. If distributed in the 
UK, this material is a financial promotion. 

This material, which may be considered advertising, is for general information purposes only and is not intended to provide legal, tax, accounting, investment, financial or other 
professional advice on any matter. This material does not constitute a recommendation by BNY Mellon of any kind. Use of our products and services is subject to various 
regulations and regulatory oversight. You should discuss this material with appropriate advisors in the context of your circumstances before acting in any manner on this material or 
agreeing to use any of the referenced products or services and make your own independent assessment (based on such advice) as to whether the referenced products or services 
are appropriate or suitable for you. This material may not be comprehensive or up to date and there is no undertaking as to the accuracy, timeliness, completeness or fitness for a 
particular purpose of information given. BNY Mellon will not be responsible for updating any information contained within this material and opinions and information contained 
herein are subject to change without notice. BNY Mellon assumes no direct or consequential liability for any errors in or reliance upon this material. 

This material may not be distributed or used for the purpose of providing any referenced products or services or making any offers or solicitations in any jurisdiction or in any 
circumstances in which such products, services, offers or solicitations are unlawful or not authorized, or where there would be, by virtue of such distribution, new or additional 
registration requirements. 

The terms of any products or services provided by BNY Mellon to a client, including without limitation any administrative, valuation, trade execution or other services shall be solely 
determined by the definitive agreement relating to such products or services. Any products or services provided by BNY Mellon shall not be deemed to have been provided as 
fiduciary or adviser except as expressly provided in such definitive agreement. BNY Mellon may enter into a foreign exchange transaction, derivative transaction or collateral 
arrangement as a counterparty to a client, and its rights as counterparty or secured party under the applicable transactional agreement or collateral arrangement shall take 
precedence over any obligation it may have as fiduciary or adviser or as service provider under any other agreement. 

Pursuant to Title VII of The Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 and the applicable rules thereunder, The Bank of New York Mellon is provisionally 
registered as a swap dealer with the Commodity Futures Trading Commission (“CFTC”) and is a swap dealer member of the National Futures Association (NFA ID 0420990). 

BNY Mellon (including its broker-dealer affiliates) may have long or short positions in any currency, derivative or instrument discussed herein. BNY Mellon has included data in this 
material from information generally available to the public from sources believed to be reliable. Any price or other data used for illustrative purposes may not reflect actual current 
conditions. No representations or warranties are made, and BNY Mellon assumes no liability, as to the suitability of any products and services described herein for any particular 
purpose or the accuracy or completeness of any information or data contained in this material. Price and other data are subject to change at any time without notice. 

Rates: neither BNY Mellon nor any other third party provider shall be liable for any errors in or delays in providing or making available the data (including rates, WM/Reuters 
Intra-Day Spot Rates and WM/Reuters Intra-Day Forward Rates) contained within this service or for any actions taken in reliance on the same, except to the extent that the same is 
directly caused by its or its employees’ negligence. The WM/Reuters Intra-Day Spot Rates and WM/Reuters Intra-Day Forward Rates are provided by The World Markets Company 
plc (“WM”) in conjunction with Reuters. WM shall not be liable for any errors in or delays in providing or making available the data contained within this service or for any actions 
taken in reliance on the same, except to the extent that the same is directly caused by its or its employees’ negligence. 

The products and services described herein may contain or include certain “forecast” statements that may reflect possible future events based on current expectations. Forecast 
statements are neither historical facts nor assurances of future performance. Forecast statements typically include, and are not limited to, words such as “anticipate”, “believe”, 
“estimate”, “expect”, “future”, “intend”, “likely”, “may”, “plan”, “project”, “should”, “will”, or other similar terminology and should NOT be relied upon as accurate indications of future 
performance or events. Because forecast statements relate to the future, they are subject to inherent uncertainties, risks and changes in circumstances that are difficult to predict. 
iFlow® is a registered trademark of The Bank of New York Mellon Corporation under the laws of the United States of America and other countries. 

This document is intended for private circulation. Persons accessing, or reading, this material are required to inform themselves about and to observe any restrictions that apply to 
the distribution of this information in their jurisdiction. 

Currency Administration is provided under and subject to the terms of a definitive agreement between BNY Mellon and the client. BNY Mellon exercises no investment discretion 
thereunder, but acts solely pursuant to the instructions in such agreement or otherwise provided by the client. Unless provided by definitive agreement, BNY Mellon is not an agent 
or fiduciary thereunder, and acts solely as principal in connection with related foreign exchange transactions. 

All references to dollars are in US dollars unless specified otherwise. 

This material may not be reproduced or disseminated in any form without the prior written permission of BNY Mellon. Trademarks, logos and other intellectual property marks 
belong to their respective owners. 

The Bank of New York Mellon, member FDIC. 

© 2020 The Bank of New York Mellon Corporation. All rights reserved. 

http:bnymellon.com

	BNY Mellon
	Aerial View Disclaimer



