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Holding Pattern
“The real risk is doing nothing.” – Denis Waitley
“A life spent making mistakes is not only more honorable, but more
useful than a life spent doing nothing.” – George Bernard Shaw

Summary

Risk on as markets focus on 4Q earnings and the BOJ Uchida comments
suggesting the rate normalization in Japan will be slow, JPY is back to November
lows and the 150 JPY barrier is back in focus for MOF intervention risks. The China
CPI fell to 14-year lows and President Xi pushed for more economic vitality after he
fired the stock regulator yesterday. APAC saw bounces again in Nikkei, Kospi, Taiex
and Shanghai Composite. The TRY trades a new historic low as the new central
banker suggests rate hikes are not needed now. Europe waits for more ECB talk as
it absorbs 4Q earnings while the US session awaits jobless claims to help prove out
NFP along with more earnings and Fed speakers and the 30Y bond to assess
further duration appetites. Markets are in a holding pattern where the urge to change
or chase a position requires added information or some surprise.

What’s different today:

EuroStoxx 50 gains 0.3% to fresh 23-year highs with corporate earnings
driving albeit divergent.
Cocoa futures rise 3.6% to $5,392 ton – new record highs – after EU climate
group call January hottest on record and production in Africa misses.
iFlow: Value as loses steam along with trend in FX, USD selling continue with
EUR, GBP, CHF buying, EM FX still Latam selling vs. CE3 buying, CNY
outflows continue. Equities mixed with APAC buying along in G10 with



Eurozone, Sweden, and UK. Bonds mixed – notable CAD outflows, Norway
inflows and China outflows.

What are we watching:

US weekly jobless claims expected off 4k to 220k with continuing claims off
21k to 1.876mn – how the job market plays out against the surprise NFP
matters.
US 30Y $25bn bond auction – given the success of 3Y and 10Y most see
little issue.
Central Bank of Mexico – expected on hold at 11.25% but to shift bias to
2024 easing.
Central Bank Speakers: ECB Lane, Wunsch and Elderson, BOE Mann and
Dhingra along with Richmond Fed Barkin
US 4Q Earnings: Expedia, Motorola Solutions, Conocophilips, Duke Energy, T
Rowe Price, Intercontinental Exchange, Mohawk, Tapestry, Hershey, Ralph
Lauren, Zimmer Biomet, Verisign, S&P Global, Borgwarner, Philip Morris, DTE
Energy, First Energy, Interpublic, Regency Centers, Dexcom, Mettler-Toledo,
Healthpeak Properties, Illumina, Baxter, Kimco Realty, Kenvue, Kellanova,
TransDigm, Masco

Headlines:

China Jan CPI drops 0.5pp to -0.8% y/y – lowest in 14-years – President Xi
vows to enhance economic vitality -  CSI 300 up 0.64%, CNH flat at 7.2135
BOJ Uchida: Rules out rapid rate hikes, signals end to ETF/REIT buying, sees
easy policy remaining even with end to negative rates; Jan EcoWatchers
outlook up 2.1 to 52.5 - best since July – Nikkei up 2.06%, JPY off 0.65% to
149.20
RBI keeps policy unchanged at 6.5% - as expected – sixth consecutive hold
but see high for longer policy – Sensex off 1%, INR up 0.1% to 82.947.
Australian Dec building permits fell 9.5% m/m – same as flash – led by
apartments: ASX up 0.31%, AUD off 0.25% to .6505
ECB Jan economic bulletin: policy expectation errors, corporate vulnerabilities,
post pandemic global trade – EuroStoxx 50 up 0.3%, EUR flat at 1.0770.
UK Jan RICS house prices up eleven to -18 – best since July 2022 – FTSE off
0.1%, GBP off 0.1% to 1.2610
South African Dec industrial production drops -1.7% m/m, +0.7% y/y – lowest
in 3 months, , led by auto parts – ZAR off 0.3% to 18.976
Turkey’s new central banker Karahan no more hikes needed now, warns rates
could tighten further on new government spending, shift in inflation
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expectations, keeps 2024 CPI forecast at 36% – TRY off 0.1% to 30.6 – new
record lows.
Chile Jan CPI up 0.7% m/m, 3.8% y/y – more than 0.4% m/m expected temper
rate cut expectations – CLP fell 0.5% to 954.15 yesterday.

The Takeaways:

Is TINA back? There is no alternative to US investments is rising as a theme for
many as we are set to break S&P500 5000 line and the hats are already printed for
the party. The US growth and drop in inflation along with a Fed that is willing to cut
rates in 2024 all make for a soft-landing expectation. What is surprising is that
markets also are trying to diversify from the TINA story. But with China deflation, two
wars in the world, ongoing economic troubles in Europe, a difficult set of elections
ahead – with two frontier markets Pakistan today and Azerbaijan yesterday, markets
are already watching voters more than economic data. The flows into and out of
emerging markets over the last 3 years have been painful for global growth and the
hope for January 2024 was that a foothold was put in place for a bottoming out and
bounce back when the FOMC cuts rates. For today we are in a holding pattern but
the initial jobless claims more central bank speakers and the risk of a surprise in the
data should give some pause along with the Mexico and Peru central bank
decisions. There is an alternative to TINA – a barbell approach where some money
returns to emerging markets, albeit with the problem of China recovery doubts being
a index nightmare.  The two charts below make clear, like stocks or bonds, markets
everywhere are divergent and waiting for a trend or TINA might not be the best
strategy.

EM flows suggest TINA is not the only strategy
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Details of Economic Releases:

1. Australian December building permits drop 9.5% m/m after +0.3% m/m –
same as flash. The decline was driven by a sharp downturn in private sector
dwelling excluding houses (-25.3%), as well as a 0.5% fall in private sector houses.
On a geographical basis, total dwellings fell in Victoria (-18.4%), South Australia
(-11.8%) and Tasmania (-2.7%), but increased in Queensland (8.2%), Western
Australia (7.9%) and New South Wales (2%).

2. Japan January EcoWatchers outlook rises to 52.5 from 50.4 – better than
fifty expected – best since July. The current index fell back to 50.2 from 51.8 –
first drop since August linked to household budgets and inflation. Also, the gauge for
corporate trends decreased amid to a fall in non-manufacturing industries, while that
for employment was higher.

3. South African December industrial production drops -1.7% m/m, +0.7% y/y
after +1.2% m/m, +2.5% y/y – weaker than 0.5% m/m, 2.5% y/y expected. The
largest downward contributions came from manufacture of motor vehicles parts and
accessories (-7.1%), other chemical products (-10.2%) and textiles, clothing, leather,
and footwear (-4%). On the other hand, the biggest contributions came from
manufacture of beverages (7%), coke, petroleum products and nuclear fuel (23.1%),
and paper and paper products (5%).

4. China PPI fell -0.2% m/m, 2.5% y/y after -0.3% m/m, -2.7% y/y – higher than
-2.6% y/y expected – softest decline in 4-months, but 16th month of PPI deflation.
Cost of means of production continued to shrink (-3.0% vs -3.3% in December),
linked to further drops in mining and quarrying (-6.0% vs -7.0%), raw materials
(-2.3% vs -2.8%), and processing prices (-3.1% vs -3.2%). Simultaneously, a decline
in consumer goods prices lingered (-1.1% vs -1.2%), with prices falling for food
(-1.0% vs -1.4%) and durable goods (-2.3% vs -2.2%), while the cost of daily use
goods was flat (vs -0.1%) and that of clothing edged up 0.1%, the same pace as in
December. 

5. China January CPI up 0.3% m/m, -0.8% y/y after 0.1% m/m, -0.3% y/y – less
than the 0.4% m/m, -0.5% y/y expected – fourth monthly deflation, longest streak
since Oct 2009, and lowest in 14 years, with food prices declining at a record pace
(-5.9% vs -3.7% in December) as prices fell for all components. Meanwhile, non-
food inflation edged lower (0.4% vs 0.5%), as a decline in transport prices quickened
(-2.4% vs -2.2%) while cost continued to rise for clothing (1.6% vs 1.4%), housing
(0.3% vs 0.3%), health (1.3% vs 1.4%) and education (1.3% vs 1.8%). Core
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consumer prices, which exclude prices of food and energy, increased by 0.4% y/y in
January, the softest rise since last June, after a 0.6% gain in the prior three months.

Source: Reuters/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/MzUzLUhSQi03OTIAAAGRPEpyzh8BlIFPVFvOMcjrdEumpY_ieuEuqR-MZ_fGU2AvCoR4i3WbuXjSA18HGl9RM86gSko=
https://email2.bnymellon.com/MzUzLUhSQi03OTIAAAGRPEpyztmIYOXONteL0hYHyeUhX8M1OPG8lST6MhMOUJ32nyspr5cGCQ9MqGl5cwpe0JKOdvU=
https://email2.bnymellon.com/MzUzLUhSQi03OTIAAAGRPEpyztmIYOXONteL0hYHyeUhX8M1OPG8lST6MhMOUJ32nyspr5cGCQ9MqGl5cwpe0JKOdvU=
https://email2.bnymellon.com/MzUzLUhSQi03OTIAAAGRPEpyzsbWE8qZEVLvdguWuqT67qIWkQyDXIyVe8rBV5NfCCqjVOPHw340KBAaL2pwXaDrt_w=
https://email2.bnymellon.com/MzUzLUhSQi03OTIAAAGRPEpyzsbWE8qZEVLvdguWuqT67qIWkQyDXIyVe8rBV5NfCCqjVOPHw340KBAaL2pwXaDrt_w=
https://email2.bnymellon.com/MzUzLUhSQi03OTIAAAGRPEpyznaFEWMasxDFw4Z-wBD2wtHQQg7irQgcBdp3EawMS2tiqRG4VqICdtFRrNmh0bDzjb8=
https://email2.bnymellon.com/MzUzLUhSQi03OTIAAAGRPEpyznaFEWMasxDFw4Z-wBD2wtHQQg7irQgcBdp3EawMS2tiqRG4VqICdtFRrNmh0bDzjb8=


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



