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Good vs. Bad

"No one knows how bad they are until they try very hard to be good.”
— C.S. Lewis

“The battleline between good and evil runs through the heart of every
man.” — Aleksandr Solzhenitsyn

Summary

Quietly risk on with holidays in US and EU and some of APAC making market
reactions to data and other news less important. It's the end of the 18t quarter and
the start of Easter with Good Friday driving most away from the screens today. The
standout stories are that Tokyo CPI was lower as expected but the core drop and
headline rise suggest its about weaker JPY and goods not wages and services
which is a problem for BOJ given the weakness of industrial production and higher
unemployment. The ECB got good news from the Italian and French flash CPI both
are lower than feared and open rate cuts ahead. EUR is flat, but that really isn’t the
indicator, with bonds closed its anyone’s guess how the June rate cut expectations
trade today leaving it to fester until Monday and create real volatility over the
weekend.

What'’s different today:

» Steel prices fell to 4-year lows at CNY3,664 a ton - output totaled 2.21
million tons for the last three weeks, trailing normal averages for the usual
levels in the peak season amid the lack of steel bidding. On top of that, earlier
estimates showed that output of pig iron, which is smelted iron ore in blast
furnaces, dropped by nearly 7% this year.



« Gold holds at record highs above $2,230 oz — led by bets on central bank
easing in G10 nations. The metal is also on track to advance more than 9% for
March.

What are we watching:

« US February personal income expected up 0.4% m/m after 1.0% m/m while
spending expected up 0.5% m/m after 0.2% m/m.

« US February core PCE deflator expected up 0.3% m/m, 2.8% yl/y after 0.4%
m/m, 2.8% yly — flat is not the new up and matters to markets for Monday.

- US February advance goods trade deficit expected $90bn from $90.2bn —
how trade drags on growth matters for 1Q GDP outlook.

« FOMC Chair Powell moderated talk and Fed Daly opening remarks 11.15 am
— key is the reaction to the data this week.

Headlines:

» Korea Feb industrial production rose 3.1% m/m, 4.8% y/y — best monthly gain
since Oct — while retail sales fell -3.1% m/m, -0.9% y/y — Kospi up 0.029%,
KRW off 0.1% to 1347.20

« Japan Tokyo Mar core CPI off 0.1pp to 2.4% y/y but headline up 0.1%pp to
2.6% - while Feb unemployment rose 0.2pp to 2.6% - highest since Sep 2023
— and industrial production -3.4% yly — 4™ month of declines — Nikkei up 0.5%,
JGB up 1.7bps to 0.717%, JPY flat at 151.30

« Turkey Feb trade deficit $6.7bn — with exports up 13.6% yly, imports -9.2% yly
— TRY off 0.1% to 32.35

« ltalian Mar flash CPI rises 0.5pp to 1.3% y/y — while French Mar flash CPI fell
0.7pp to 2.3% yly — EuroStoxx 50 closed, EUR flat at 1.0790

The Takeaways:

Does the inflation report today matter is the key question and the reaction of FOMC
Powell to it seems certain and the moment when markets are likely to realize that
the Chair wants to ease regardless of the data unless its too out of bounds for him to
get his way. The FOMC board isn’t likely in full agreement, and we saw that with Fed
Waller comments already. The problem is that this is still weeks away from the June
decision and the biggest reason for the FOMC to act apart from the success of their
hikes and their ability to take rates down just a notch to prove that they can act
without spurring a recession is in the politics of the nation as any action into
September after the US parties conferences and conventions is going to be seen as
supporting the President rather than the challenger. Markets are convinced now of
the outcome of the election but not sure of the FOMC in June. This is likely the
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opposite of the actual political problems we have ahead and the risk of a hung
election in the US isn’t zero, while there will be no hung Federal Reserve decision.

Does core PCE drive the June decision?

Higher for longer?

The Federal Reserve last raised its benchmark interest rate in July, and talk of eventual rate cuts is intensifying.
The Fed has already matched the shortest of the 5 "hold" periods since the 1990s.
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Mate: “Current cycle is ongoing. Other bars show number of months from last Fed rate increase to first rate cut.
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Details of Economic Releases:

1. Korea February industrial production rose 3.1% m/m, 4.8% yly after -1.5%
m/m, +12.9% yly — better than the 0.5% m/m, but worse than 5.8% yl/y expected
— still, the biggest monthly increase since October, beating market expectations for a
0.5% rise. The all-industry index rose 1.3% m/m, and 2% y/y. Manufacturing
shipments rose 2.6% m/m, -0.8% y/y. Retail sales fell -3.1% m/m, -0.9% yly after 1%
m/m — worst drop since July 2023.

2. Japan Tokyo March core CPI slows to 2.4% yly after 2.5% yly — as expected.
The core-core (ex food/energy) fell to 2.9% yly from 3.1% y/y while headline CPI
rose to 2.6% yly from revised 2.5% y/y. While core inflation is still above the central
bank's 2% target, the slowdown underscores how price pressures in Japan are still
predominantly coming from raw material costs rather than robust domestic demand.

3. Japan February unemployment rose to 2.6% from 2.4% - worse than 2.4%
expected - the highest level since last September, as the number of unemployed
increased by 120,000 to 1.82 million and employment gained 220,000 to 67.83
million. The labor force rose by 310,000 to 69.66 million while those detached from
the labor force fell by 240,000 to 40.28 million. The non-seasonally adjusted labor
force participation rate was up to 62.8% in February from 62.1% in the same month
a year earlier. Meanwhile, the jobs-to-applications edged down to 1.26 in February,
the lowest level since May 2022.

4. Japan February industrial production fell -0.1% m/m, -3.4% yly after -6.7%
m/m, -1.5% yly — weaker than +1.4% m/m, -2% yly expected - mainly weighed by
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weak output related to motor vehicles (-7.9% vs -15.9% in January), production
machinery (-3.2% vs -6.1%), and transport equipment, excluding motor vehicles
(-8.3% vs -1.6%).

5. Turkey February trade deficit widens to $6.77bn after $6.18bn — better than
$7bn expected - as exports rose while imports fell. Exports climbed by 13.6% y/y to
$21.08 billion, with sales for all categories increasing, led by agriculture, forestry &
fishing (30.4%). On the other hand, imports decreased by 9.2% to $27.85 billion,
primarily due to a drop in purchases for intermediate goods (-19.1%). Among main
destinations, Germany was the largest export market (8.2%), followed by the US
(6.3%), ltaly (5.5%), Iraq (5.1%) and the UK (5.1%). Meanwhile, the main import
partners were Russia (14.5%), China (12.3%), Germany (8%), Italy (5.5%), and the
US (4.8%). Considering the January-February period, the trade deficit narrowed
sharply to $13 billion from $26.4 billion in the same period of a year ago, with
exports rising by 8.5% while imports falling by 16%.

6. Italian March flash CPI rose 0.1% m/m, 1.3% yly after 0.1% m/m, 0.8% yly —
less than the 0.2% m/m, 1.4% yly expected. The HICP rose 1.2% m/m, 1.3% yly
from 0% m/m, 0.8% y/y — better than the 1.5% y/y expected — but still higher as the
high base effects for utility bills continued to fade, according to preliminary estimates.
Still, the result was less than market expectations of a 1.4% inflation rate in the
period, aligned with softer-than-expected inflation in other large European
economies. Deflation softened for non-regulated energy (-10.7% vs -10.3% in
February) and regulated energy (-13.8% vs -18.4%), while consumer prices
accelerated for transportation services (4.4% vs 3.8%). On the other hand, inflation
slowed for unprocessed foods (2.6% vs 4.4%) and tobacco (1.9% vs 2.6%). The
domestic core inflation rate, which excludes energy and unprocessed food, rose to
2.4% from 2.3% in February.

7. French March flash CPI rose 0.2% m/m, 2.3% yly after 0.9% m/m, 3% yly —
less than the 0.5% m/m, 2.6% yly expected — as a broad based slowdown in
consumer prices, namely food (1.7% vs 3.6% in February), with cost of fresh food
falling 3.9%; services (3% vs 3.2%); tobacco (10.7% vs 18.7%); energy (3.4% vs
4.3%); and manufactured products (0.1% vs 0.4%). Compared to the previous
month, the CPI rose 0.2%, well below 0.9% in February, due to a slight drop in
energy prices, mostly gas and petroleum products while prices of manufactured
goods are expected to have accelerated due to the seasonal rise in clothing prices
after the winter sales. Considering the EU-harmonized index, prices rose 0.2% m/m,
2.4% yly easing from 0.9% m/m, 3.2% yly in February.

Does flash CPI confirm ECB easing?
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Variations in the consumer price index

- 12-month-rate 1-month-rate
8.5 8.5
6.0 waV/i &0
53 55
50 50
45 45
40 4.0
35 4 35
3.0 I\ 3.0
25 25
20 - 20
5 \ - 15
0 _/ : SLAVANE 10
05 . . / 0.5
0.0 Al 0.0
0.5 0.5
o 1.0
2017 s 2019 2020 2021 2022 2023 2024
Geographical coverage: France
Source: INSEE - Consumer Price Indices
Source: Insee /BNY Mellon
Please direct questions or comments to: iFlow@BNYMellon.com
E‘E‘Eﬁ"?g MARKETS STRATEGY CONTACT BOB @ @

AND INSIGHTS



https://email2.bnymellon.com/MzUzLUhSQi03OTIAAAGSN9-fs4Hrvp_WpyDz7dB1tkBtl9qdpmVOMZ3XUpOq3wdUexYIVGIaYD-wHEt2mHy4hSUsvtQ=
https://email2.bnymellon.com/MzUzLUhSQi03OTIAAAGSN9-fs_XUL7qnB_UejdVsPjKzxzrAjDBnA8nCrRcQdctC2M0uvwb0TB_8uthLoUmdWw-6jDI=
https://email2.bnymellon.com/MzUzLUhSQi03OTIAAAGSN9-fs_XUL7qnB_UejdVsPjKzxzrAjDBnA8nCrRcQdctC2M0uvwb0TB_8uthLoUmdWw-6jDI=
https://email2.bnymellon.com/MzUzLUhSQi03OTIAAAGSN9-fs5O43420ZIx5DpGlG8fcEkC5VBdieElDbv-8REGW3g2NMwO7efn9Rm74KPh518KUp5o=
https://email2.bnymellon.com/MzUzLUhSQi03OTIAAAGSN9-fs5O43420ZIx5DpGlG8fcEkC5VBdieElDbv-8REGW3g2NMwO7efn9Rm74KPh518KUp5o=
https://email2.bnymellon.com/MzUzLUhSQi03OTIAAAGSN9-fs-j_ozRdnZ6GyDzvAyHX8NJjQfgI0y1_ke9YNNCy8zWQwPZrBvwJsunDLLvRJeY_kQw=
https://email2.bnymellon.com/MzUzLUhSQi03OTIAAAGSN9-fs-j_ozRdnZ6GyDzvAyHX8NJjQfgI0y1_ke9YNNCy8zWQwPZrBvwJsunDLLvRJeY_kQw=

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 VIl 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 Commaodity 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



