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Insufficient
“Life is the art of drawing sufficient conclusions from insufficient
premises.” – Samuel Butler
“Society is like the air, necessary to breathe but insufficient to live
on.” - George Santayana

Summary

Risk off with Japan GDP revised higher averting a recession but clearing way for
BOJ hikes while China rallies with more regulatory support, Europe focused on
center-right politics with Portugal vote and Italy PM Meloni recovery from Sardinia
loss with Abruzzo win. The weekend focus on Israel and Biden warnings notable but
insufficient for Ramadan peace deal. China break of deflation also important but not
a worry. Focus on the day is on AI and tech after weak Friday closes and on US note
supply with 3Y sale. The CPI tomorrow remains the “event” of the week with many
expecting core drop to add to FOMC June rate cut hopes after mixed US jobs report
– unemployment higher, jobs higher, wages lower. The test of the day is on
correlations as USD weakness led by JPY gains aren’t on linked to US rates with
10Y flat around 4.077% or stocks with futures off 0.2%. 

What’s different today:

Bitcoin makes new highs at $71,800 as UK opens to crypto exchange trade
products
EU NatGas fell below E26mwh well off the 1-month highs set last Monday as
EU gas storage is 61.6% highest since 2011, with Germany at 68% - linked to
warm February



What are we watching:

US debt issuance: Treasury sells $79bn in 13-week, $70bn in 26-week and
$56bn in 3Y notes
New York Fed 1-year inflation expectations forecast at 3% unchanged –
with keen focus on anchoring inflation for consumers by FOMC

Headlines:

Japan 4Q GDP revised to up 0.1% q/q, 0.4% y/y – better than -0.1% q/q flash
but less than 0.3% expected; Feb machine tools +2.9% m/m, BOJ considering
ending YCC to focus on JGB buying size – Nikkei off -2.19%, JGB 10Y yields
up 2.5bps to 0.75%, JPY up 0.4% to 146.60
China Feb vehicle sales drop -19.9% y/y to 1.58mn – blamed on NLY holidays
– Regulators push banks to step up support for property developer Vanke -
CSI up 1.25%, CNH up 0.1% to 7.19
Norway Feb CPI-ATE off 0.4pp to 4.9% y/y – lowest since Aug 2022 – MOF
sees 2024 mainland GDP at 0.9% -  NOK off 0.1% to 10.435
Swiss Feb consumer confidence drops 1.2 to -42.3 – linked to worries financial
situation – Swiss MKT off 0.1%, CHF flat at.8770

Spanish Jan retail sales -0.5% m/m, +0.3% y/y – 14th y/y gain – IBEX off 0.3%,
SPGB 10Y yields up 1.7bps to 3.093%
Italian regional election keeps PM Meloni and allies in control of Abruzzo – MIB
off 0.5%, BTP 10Y up 1.8bps to 3.592%
Portugal election sees center-right coalition, rejecting role of far-right – PBG2
10Y yiels up 1.3bps to 2.91%, EUR flat at 1.0940
Turkey Jan unemployment up 0.2pp to 9.1% - highest since Sep 2023, retail
sales slows -0.7pp to 13.3% y/y – TRY off 0.2% to 32
US President Biden warns Israel that invasion of Rafah would cross red line,
while US/UK/French forces shot down 28 UAV and 37 drones in Red Sea –
WTI Oil up 0.3% to $78.3

The Takeaways:

Markets trade on imperfect information. Whether the data we get is sufficient to
prove the absolute remains the business of economic models but the price reflects
that blind faith, the confidence of the moment more art than fact. This is the week of
inflation data with the China report over the weekend making clear that deflation isn’t
forever there as money supply and stimulus work as the PBOC and government
what. In the US, the FOMC struggle to get to 2% CPI is hampered by the
government as spending from the pandemic and beyond fuels demand even as the
Fed lightening fast tightening and QT offsets. The compare and contrast of CPI
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globally is likely in the background of how the investing world sees growth and how
markets reward sustainability. The USD overshoot from January is in retreat and
connected to the drop back in US yields from last week after the US data turned a bit
softer with the US jobs report beating headlines on job growth but weaker
underneath with higher unemployment and lower wages suggesting cooling. The
week ahead will pivot on whether inflation is as sticky as many claimed in February,
but it will also be about consumers and their view of real incomes, politics and how
the year looks for their personal finances.  The focus of the US and China authorities
is the same – on domestic concerns – with the world stuck watching.  For today, that
will pivot on the US auction of 3-year bonds as the US and China require more
capital to generate more growth.

US income is back on trend not exceeding it



Details of Economic Releases:

1. Japan 4Q GDP rose +0.1% q/q, +0.4% y/y after -0.8% q/q, -3.2% y/y – less
than the +0.3% q/q, 1.1% y/y forecast but up from -0.1% q/q, -0.4% y/y flash.  A
strong turnaround of business spending supported the upturn amid a positive
contribution from net trade as exports increased more than imports. At the same
time, private consumption remained weak due to sticky inflation and languishing
wage growth, while government spending fell after gaining in the prior period.

2. Japan February machine tool orders moderate +2.9% m/m, -8% y/y after
-14.1% y/y – better than -10% y/y expected. Domestic demand sank 16.5% from a
year earlier to JPY 32,490 million while foreign demand fell 4.1% to JPY 81,664
million. The year-to-date January-February fell -11.1% y/y.  

3. China February vehicle sales drop -19.9% y/y after +47.9% y/y – weaker than
+41% y/y expected – blamed on disruption from the Lunar New Year holiday,
according to data from the China Association of Automobile Manufacturers (CAAM).
Meanwhile, new energy vehicle sales fell 9.2% in February, reversing strongly from a
78.8% surge in January. Considering the first two months of the year, total car sales
grew by 11.1% to nearly 4.03 million units, rebounding from a 15.2% fall in the same
period of last year, with new energy vehicle sales soaring 29.4% in January-
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February of 2024. Meanwhile, a separate report from the China Passenger Car
Association (CPCA) revealed NEV sales accounted for 33.5% of total car sales in
January-February compared to 28.3% in the same period a year earlier.

4. Norway February CPI rises 0.2% m/m, 4.5% y/y after 0.1% m/m, 4.7% y/y –
less than the 0.5% m/m, 4.9% y/y expected - the lowest reading since October
2023, due to a slowdown in prices for food & non-alcoholic beverages (6.3% vs
8.7% in January), and furnishings, household equipment and routine maintenance
(5.1% vs 7%). Additionally, inflation lowered for communications (1.4% vs 2.8%),
restaurants & hotels (3.7% vs 6.3%), and miscellaneous goods & services (3.1% vs
3.8%). In contrast, costs accelerated primarily for housing & utilities (3.3% vs 3.1%),
and transport (2.5% vs 1.6%). The core CPI (CPI-ATE) rose 0.4% m/m, 4.9% y/y
after 0% m/m, 5.3% y/y – also less than the 5.3% y/y expected – lowest since
August 2022.

5. Spanish January retail sales fell –0.5% m/m, +0.3% y/y after -1.1% m/m,
+2.7% y/y – weaker than 0.5% m/m expected – still the 14th consecutive month of
annual growth in Spanish retail activity, albeit the weakest in the sequence.
However, new base shift changes comparisons lower (Base now 2021). Sales rose
for non-food products (+1.9%), of which personal equipment (+4.9%), home
equipment (+2.3%) and health (+2%). Conversely, spending on food decreased by
1.2%.

6. Turkey January unemployment rises to 9.1% from 8.9% - worse than 8.5%
expected – highest since September 2023 - as the number of unemployed
individuals increased by 85,000 from a month earlier to 3.214 million, while
employment levels went up 160,000 to 32.062 million. Meanwhile, the activity rate
grew to 53.9% from December’s 53.6%, and the employment rate edged up to 49%
from 48.8%. The youth jobless rate for those aged between 15 and 24 years
increased 1.1 percentage points to 16.6%.

Growth in Turkey is slowing
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Source: Turkish Statistics /BNY Mellon
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