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e Investor survey shows confidence US strength will continue (link)

e Positive momentum for US home sales and Q1 GDP (link)

e Greece’s 30Y bond sale receives significant investor demand (link)

e Survey shows Swedish fixed-income investors expect May Riksbank rate cut (link)
e China’s longer-term corporate yields dropped to record low levels in April (link)

e Mexican assets stumble after hotter-than-expected inflation print (link)
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US growth disappoints but yields move higher on inflation data

US GDP growth for the first quarter came in well below expectations at 1.6%, but yields are moving
higher as core PCE rose more than analyst forecasts. While treasury yields initially dropped on the GDP
data, they very quickly reversed on the inflation print. On net, the UST 10 yr rose 6 bp on the economic
data. The combined print is weighing on risk appetite, sending stocks lower. Equity markets had already
been weak, dragged down by tech stocks after Facebook’s parent company, Meta, issued a depressed
outlook for upcoming quarters. Shares in the company are down more than 15% in pre-market trading.
Combined with the US data release this morning futures on the S&P 500 are pointing to losses near 1%
once markets open. Elsewhere, weakness on the yen continues with the currency depreciating above 155
per dollar today, reaching as high as 155.74. Speculation continues on potential near-term intervention.
With Monday a holiday in Japan, and the Bank of Japan meeting occurring today and tomorrow, some
believe Friday is a potential candidate for when authorities may act.

Key Global Financial Indicators

Last updated: Level Change from Market Close
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VIX Index (%, change in pp) LN 16.4 0.4 -2 3 -2 4
Colors denote tightening/easing financial conditions for observations greater than 1.5 standard deviations. Data source: Bloomberg.
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United States

This morning, it was reported that US GDP grew by a mere 1.6% q/q in the first quarter, significantly
below expectations. (est. 2.5%, prior. 3.4%). Personal consumption was weak (2.5% vs. est. 3.0%). On
the other hand, inflation came in strong at 3.7% g/q for Core PCE Price Index (est. 3.4%, prior 2.0%). Initial
jobless claims of 207k also fell under market forecasts (est. 215k, prior 212K). Yields are higher across the
curve by about 3—6bp.

Investor survey shows confidence US strength will continue. JPMorgan’s investor survey during the
2024 IMF/WB Spring meetings has one clear conclusion: US exceptionalism is here to stay. Responses
show 61% of investors are overweight US assets vs. rest of the world; 43% expect the dollar’s rally to
continue; only 16% expect the S&P 500 to end the year below 5,000; and as few as 10% are forecasting
inflation to rise above 3% by year-end.

Figure 10: Where is the US Dollar {DXY) at end 20247 Figure 3: Where is US core PCE at end of year [Dec ‘24/Dec *23)7?
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Positive momentum for US home sales and Q1 GDP. New home sales increased by almost 9% in March
to 693k units (consensus 668k) driven by sales in the South and West of the country. Mortgage rates
remained elevated throughout the month but below the key 7% level. Median price for a new home
increased 7.4% m/m to $430,7000 and is now only 2% below prices experienced a year ago. On the back
of this data, Barclays analysts increased their GDP tracker estimate by 0.1pp to 2.6% growth for 1Q24.

Figure 1. New home sales increased in March, after Figure 2. Mortgage rates were relatively constant in March
declining in February compared with February
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Euro Area

The STOXX 600 index was lower (-0.3%) in early morning trading. 10Y and 30Y bund yields sold off
sharply yesterday, reaching the highest levels year-to-date at 2.60% and 2.75% respectively. Contacts note
that there was no clear driver for yesterday’s sell off, although point to the market getting wary about how
far interest rate expectations for the Fed and the ECB can diverge. This morning, 10y bund yields were
lower (-2bp), while 10Y Italian BTP spreads over 10y German bunds were broadly unchanged to trade at
139bp. The euro was marginally stronger against the dollar (+0.2%). Today is a relatively quiet day on the
data front with investor attention squarely focused on US Q1 GDP data. Instead, we have several ECB
members speaking at the inaugural ChaMP (Challenges for Monetary Policy Transmission in a Changing
World) conference including Schnabel, Vujcic, Lagarde, Nagel and Panetta.
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Elsewhere, a new 30Y bond sale from Greece yesterday drew significant investor demand. According
to Bloomberg, investor bids for the sovereign’s €3bn sale of a June 2054 bond were more than €33bn as
investors look to lock in yield before central banks begin cutting rates. Last week, S&P ratings raised the
outlook for Greece to positive from stable, citing tight fiscal policy and positive growth that is expected to
outperform peers. Yesterday’s debt sale brings Greece close to meeting its €10bn annual financing target.
According to Bloomberg data, the bond priced at mid-swaps + 165bp.

Sweden

The Swedish krona has been one of the worst Sweden: Inflation, Yields and Currency

performing G10 currencies in recent weeks, Policy rate (%)
with some analysts pointing to ‘resurfacing — Inflation (CPIF excl Energy yiy%)
! —EUR/SEK (RHS)

concerns over a Swedish hard landing’. While 25
the krona had gained since the start of the year, in

recent weeks it has depreciated by 1.1% against

the euro. ING analysts interpret recent commentary ~ °
from Riksbank officials as indicative that a May cut
remains at least partly a function of the krona’s
underperformance. Markets are currently pricing in > 05
roughly -19bp for May. Almost two thirds of

Swedish fixed-income investors expect the ° o 0 ot ror 21
Riksbank to cut rates by 25bp at the upcoming  seurce: Blomberg and IMF caicuiasons

policy meeting on May 7, according to a recent poll conducted by Skandinaviska Enskilda Banken AB. The
remainder of the participants expect the bank to keep rates on hold, with roughly 75% of participants
expecting a 25bp rate cut by June. Contacts think the recent EUR/SEK rally has probably a bit more to run
given the volatile geopolitical scene and higher USD rates point to material risks of a break higher.
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EMEA equities were mixed today, while currencies were higher. In CEE, the stocks are in the green in
Hungary (+0.5%) but lower in Czech Republic (-0.4) and in Poland (-0.1%). CEE currencies are stronger
against the euro, in particular the Polish zloty (+0.4%), and the Hungarian forint (+0.3). In South Africa, the
rand appreciated (+1.0%) against the dollar. In Tirkiye, equities rose (+0.8%), while the lira was stable
against the dollar. Latin American stocks and currencies closed in the red. Equities retreated across
the region, with Argentina (-3.5%) and Chile (-1.6%) underperforming. Besides the Chilean peso (+0.4%),
currencies depreciated against the dollar, led by Colombia (-0.8%), Mexico (-0.7%), Peru (-0.6%), and
Brazil (-0.5%). On the monetary policy front, Guatemala’s central bank kept its leading interest rate
unchanged at 5%.

China
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corporate bonds for relatively
higher returns in a liquidity-rich
financial system. The average
yield on China’s onshore three-year AAA-rated corporate notes reached a record low of 2.25% in April.
Longer-tenor bonds, including 10-year and 20-year notes, followed a similar downward trend. Meanwhile,
Chinese corporate borrowers are capitalizing on the low borrowing costs, shifting their financing to longer
duration bonds which allows them to manage costs without immediate debt repayment pressure. So far this
month, a record 317.2 billion yuan ($43.8 billion) of ultralong bonds with a tenor of at least 10 years have
been sold, according to Bloomberg data.
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Mexico

Mexican assets stumble after Mexico CPI Advances in Early April After Key Rate Cut
hotter-than-expected inflation print. 10" ¢4 12 4634 fom yesr sgo coret0 439%

Bi-weekly inflation for the first half of I
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Nigeria

The Nigerian Naira has weakened by roughly 2.8% so far this week amid a lack of domestic dollar
liquidity, according to Bloomberg. The currency is set for its worst weekly performance since it was
devalued in January. Bloomberg also cites analysts who noted that the currency had also weakened by
roughly 17% on the unofficial markets between Monday and Thursday this week. Deutsche Bank analysts
have recently kept their forecast for the currency at year-end unchanged at 1450/$. The analysts expect
the flow picture to continue improving in the coming months with the Nigerian government expected to
unlock multilateral funding and also the current account flows leaning positive. Additionally, the currency
could also be supported by investments into domestic FX-denominated bonds. Nevertheless, the analysts
expect that the currency would be vulnerable to higher seasonal FX demand in H2. Moreover, the analysts
note that Nigeria could lack sufficient support from foreign portfolio investors, and also highlight uncertainty
with regards to a potential eurobond issuance. The Naira is now roughly 43% weaker YTD.

Nigeria: policy rates, currency and inflation

Nigeria policy rate —Nigeria headline inflation
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Sources: Bloomberg and IMF calculations
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Colors denote tightening/easing financial conditions for observations greater than +1.5 standard deviations. Data

source: Bloomberg.
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Emerging Market Financial Indicators

Last updated: Exchange Rates Local Currency Bond Yields (GBI EM)
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Equity Markets Bond Spreads on USD Debt (EMBIG)
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Colors denote tightening/easing financial conditions for observations greater than +1.5 standard deviations. Data source: Bloomberg.
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