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e Fitch downgraded Panama to junk (BBB- to BB+) (link)

e Swiss franc weakens on monetary policy divergence with the Federal Reserve (link)

e Chinese property sector struggles remain in the spotlight (link)

e European stock gains have broadened (link)

e Hungarian financial assets have underperformed regional peers amid fiscal concerns (link)
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Most global markets are closed for Good Friday

With the exception of Japan, China, and South Korea, major financial markets are closed today.
Japanese and onshore Chinese equity markets posted modest gains on Friday. Japanese officials
reiterated verbal warnings that yen weakness isn’t warranted by fundamentals, with the yen stabilizing near
151.3 against the dollar over the last two days. PCE inflation in the US for February came in slightly
below expectations at 0.3% m/m (vs 0.4% expected), while core was in line at 0.3%. Personal spending
beat expectations at 0.8% m/m, showing continued strength among consumers. Yesterday, the University
of Michigan’s consumer sentiment index climbed to the highest since mid-2021 while inflation expectations
declined. Elsewhere, French and Italian preliminary inflation prints for March came in below expectations.

Key Global Financial Indicators

Last updated: Level Change from Market Close
3/29/24 6:22 AM Last 12m Latest 1 Day 7Days 30 Days 12M

Equities % %
S&P 500 M 5254 0.1 0 3 30 10
Eurostoxx 50 v~ 5083 0.0 1 4 20 12
Nikkei 225 '_Nw-—’ﬂ 40369 0.5 -1 3 45 21
MSCl EM ™41 0.4 0 3 5 2

Yields and Spreads bps

US 10y Yield W 4.20 0.0 0 -5 64 32
Germany 10y Yield ww"“'M‘\vm 2.30 0.6 -11 -16 1 27
EMBIG Sovereign Spread m\«—’\.-\ 341 -5 -2 -27 -151 -42
FX / Commodities / Volatility %

EM FX vs. USD, (+) = appreciation M 46.5 0.1 0 0 -8 -3

Dollar index, (+) = $ appreciation W 104.6 0.0 0 0 2 3

Brent Crude Oil ($/barrel) ™ Mres 87,0 1.9 1 4 11 13
VIX Index (%, change in pp) W 13.0 0.2 0 0 -6 1

Colors denote tightening/easing financial conditions for observations greater than +1.5 standard deviations. Data source: Bloomberg.

Previous editions of the GMM and Special Features are available in our Online Archive. 1
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United States

PCE inflation for February came in slightly below expectations on a monthly basis (0.3% m/m vs
0.4% m/m), while core PCE was in line with expectations at 0.3% m/m. Headline PCE inflation for
February was in line with January, while core slowed slightly. Transportation services—particularly volatile
categories such as flight and car rentals—were a major contributor to inflation in February, according to
Bloomberg analysts. Personal spending was stronger than expected at 0.8% (vs 0.5% expected), while
personal income slowed to 0.3% m/m (vs 0.4% expected.

Actual Consensus Prior Revised

Personal
Income 0.3% 0.4% 1.0%
(Feb.)
Personal
Spending
PCE 0.4%
Deflator 0.3% 0.4% 0.3%
(m/m)
PCE
Deflator 2.5% 2.5% 2.4%
(v/y)
Core 0.5%

PCE
Deflator 0.3% 0.3% 0.4%

(m/m)
Core 2.9%

PCE
Deflator 2.8% 2.8% 2.8%

’y)

0.8% 0.5% 0.2%

Historically high levels of stock market concentration haven’t always signaled a downturn ahead.
The top ten stocks have contributed over 30% of the annualized total return in the S&P500 over the last
five years, compared to 10% on average. Moreover, those top ten stocks now account for 33% of the
S&P500, up from 27% during the late 1990s technology bubble. Although increased concentration is
typically interpreted by investors as a sign of downside risk, Goldman Sachs analysts highlighted that in the
year after previous peaks in market concentration, the S&P500 historically increased more frequently than
it decreased. Analysts added that the top ten stocks are trading at lower valuations compared to the late
1990s because of higher profit margins. As a measure of how persistent this equity rally has been, the S&P
500 Relative Strength Index, which gauges price momentum, closed above 50 for 100 consecutive trading
sessions, which is the sixth-longest streak in history, according to SentimenTrader data.
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Source: Compustat, CRSP, Kenneth R. French, Goldman Sachs Research

Universe consists of US stocks with price, shares, and revenue data listed on the NYSE, Gﬂldmﬂﬂ
AMEX, or NASDAQ exchanges. Series prior to 1985 estimated based on data from the
Kenneth French data library, sourced from CRSP, reflecting the market cap distribution of
NYSE stocks.
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Real estate investment trusts (REITs) have typically seen strong gains in anticipation of and during
easing cycles. Total returns for REITs have outperformed private real estate and equity markets in the
four quarters following Fed tightening cycles. The US REIT market is the largest globally by revenue, and
alternative property types such data centers, cold storage facilities, cell towers, and healthcare facilities
now account for 64% of the US REIT market. Moreover, most analysts expect the sector to continue
expanding as Al boosts the operational effectiveness of traditional sectors as well as demand for data
centers and related industries.
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Euro Area

European stock gains have been more broad based over the last month, with the Euro Stoxx 50
index up 4.2%. Through February, gains in a select group of large market cap stocks, represented by the
GRANOLAS, were largely responsible for the move higher in European indices. However, in the last month,
gains have broadened, with the equal weight index surpassing the GRANOLAS year to date. Banks and
defense sectors have climbed over 10% in March, while travel, real estate, and industry have all gained at
least 4% as well.

European Stocks (indexed toJan 1 2024)
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Source: Bloomberg, Goldman Sachs
Mote: GRANOLAS inlcudes Glaxosmithkline, Roche, ASNL, Nestle, Novartis, Novo Nordisk,
I'Oreal, LVMH, Astrazeneca, SAP, Sanofi

French and Italian inflation estimates for March came in below expectations. In Italy, the preliminary
HICP print was lower than expected at 1.3% y/y (vs 1.5% expected), while French inflation came in at 2.4%
yly (vs 2.8% expected).
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Switzerland

Swiss franc weakens on monetary policy divergence with the Federal Reserve. The Swiss franc has
fallen almost 7% against the dollar in 2024 alongside market pricing of a more accommodative Swiss
National Bank (SNB) and a more hawkish Federal Reserve. The alpine currency’s decline is the largest
quarterly sell off since 2014, according to Bloomberg. The franc is also down about 4.5% against the euro.
The SNB slowed the pace of FX purchases in Q4, and most analysts believe that trend will continue as
purchases have become inconsistent with the policy direction given that fears over imported inflation have
eased (Feb CPI at 1.2% yly). Nevertheless, the SNB stands ready to intervene “as necessary” in either
direction due to the currency’s importance to trade and inflation dynamics.

US-CH 1y1d forward swap differential —CHF 60 SNB FX Transactions (in CHF Bins)
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Japan

Japanese yen was little changed amid thin global trading and a flurry of economic data. Tokyo CPI
data came in slightly above expectations at 2.6% yly (vs 2.5%); industrial production was weaker than
expected at -3.4% yly (vs -2.7% expected); and retail sales were stronger than expected at 4.6% y/y (vs
2.9%).

Emerging Markets back to top

Chinese stocks (CSI300) gained 0.5% on Friday. Most markets in EMEA, Latin America and Asia were
closed on Friday and some on Thursday. Equities in Turkiye gained 0.5%. In Latin America, Brazilian
equities followed the S&P500 higher on Thursday to gain 0.3%, while the real fell 0.6%. Central banks in
Jamaica and Trinidad and Tobago left their policy rates unchanged at 7% and 3.5% respectively.

China

The property sector remains in the spotlight, as Country Garden surprised markets by delaying its
annual report. Country Garden, once China’s largest property developer by sales, had previously defaulted
on its dollar debt. China Vanke, also one of the largest developers facing debt renegotiations, announced
that its “net profit” fell by 46%, the worst result since its listing in 1991. A weak economy and downbeat
consumer sentiment have been a headwind for home sales, driving a decline in house prices and further
weighing on consumers for whom homes are their largest investment. China’s property woes are also
impacting the largest state banks, where nonperforming loans have risen to a record high and profits are
under pressure, according to Bloomberg.
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China's Embattled Developers Report Wide Loss
M Net income attributable to shareholders in 2023

Vanke | 12.2 Billion Yu
reenland HK m -1.8
Sunac L] -8.0
Zhenro ] -8.5
Logan ] -89
CIFI | -9.0
Agile | -13.8
R&F I -19.5
Kaisa | -19.9
Shimao | -21.0
Source: Corporate filings Bloomberg

Panama

Fitch downgraded Panama to junk (BBB- to BB+), citing fiscal and governance challenges amplified
by the closure of a large copper mine last year. USD bonds fell 1.5 cents on the dollar to 97.1. Moody’s and
S&P continue to rate the sovereign as investment grade, though analysts are expecting a downgrade by
Moody’s later in the year. Morgan Stanley analysts estimated that further downgrades to HY from another
agency would drive forced selling of $14.5 bn by investment grade dedicated funds.

Panama's Dollar Bonds Drop as Fitch Cuts to Junk Territory
M PANAMA 6.7 01/26/36 - Last Price M Close on 03/27 ---- 98.7
ro8.8
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Source: Bloomberg Bloomberg @

EM Bond Issuance

EM weekly bond issuance increased to $8.1 bn, up from $5.7 bn last week, led by corporates. Asia
ex-Japan accounted for 56% of the total, followed by CEEMEA and Latin America at 32% and 12%
respectively. Corporate issuance accounted for nearly 60% of the total, followed by financials (26%), while
sovereigns were absent from the market.
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Hungarian financial assets have underperformed regional peers amid fiscal concerns. The
Hungarian forint has depreciated 3.1% against the euro (5.3% against the US dollar) and 10y yields have
risen 87 bps YTD. The first quarter bond sell off is the largest since the third quarter of 2022 during the
previous tightening cycle. The authorities have revised the 2024 fiscal deficit from 2.9% of GDP to 4.5%
GDP. Some analysts have cited the apparent divergence between the central bank and the government,
with the former emphasizing the prudence of spending cuts during this monetary easing cycle even as
spending continues to ramp up.

March 29, 2024

Slipping Budget
Cumulated government balance in Hungary

Hungary's Assets Slump in 1Q
Forint weakens against euro while bond yields rise

Z 1997-2000 / 2010-2019 / 2020 / 2021 / 2022 / 2023 / 2024 WEURHUF (L1) WYield of 10-year government bonds (R1)
e 4000+
HUF2,000billion 680
, 660
6.40
% 390.0+
2
2 z 6.20
=1
]
S 385.0+ 6.00
5.80
380.0«
Jan  Feb Mar Apr May Jun Jul Aug Sep Ot Nov Dec T Jais Jan 31 Feb 14 Fb29  Mar 15
2024
Source: Bloomberg Bloomberg Source: Bloomberg Bloomberg @
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word processing and production of this monitor.

Disclaimer: This is an internal document produced by the Global Markets Analysis Division (GA) of the Monetary and Capital Markets
Department. It reflects GA staff’s interpretation and analysis of market views and developments. Market views presented may or
may not reflect a consensus of market participants. GA staff do not independently verify the accuracy of all data and events presented
in this document.
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Global Financial Indicators

Level Change
Last 12m Latest 1 Day 7 Days 30 Days

3/29/24 6:21 AM
Equities

10-Year spread vs. Germany (bps)

Global FX Volatility
EA Sovereign Spreads

United States " 5254 0.1 0 3

Europe e~ 5083 0.0 1 4

Japan " 40369 0.5 -1 3

China ﬁ\""\’w 3537 0.5 0 1 -12 3
Asia Ex Japan WM ™ 68 0.3 0 3 1 2
Emerging Markets A ™ 41 0.4 0 3 5 2
Interest Rates basis points

US 10y Yield Mw“ 4.20 0.0 0 -5 64 32
Germany 10y Yield M‘Jum\vf"' 2.30 0.6 -11 -16 1 27
Japan 10y Yield et 073 16 A 2 40 11
UK 10y Yield JJ’W\,\W 3.93 0.1 -6 -25 48 40
Credit Spreads basis points

US Investment Grade W 120 -1.3 1 -8 -14
US High Yield M\.\ 347 -3.1 5 -22 -39
Exchange Rates %

USD/Majors Mt 104,58 0.0 0 0 2 3
EUR/USD "’\f/\uw,r\/‘w# 1.08 0.0 0 0 -1 -2
USD/JPY TN 1513 0.0 0 1
EM/USD N\"\,W 46.5 0.1 0 0 -8 -3
Commodities %

Brent Crude Qil ($/barrel) WW 87.0 1.9 2 7 16 14
Industrials Metals (index) M 140 0.9 -1 1 -13 -2
Agriculture (index) M 60 1.0 0 2 -11 -4
Implied Volatility %

VIX Index (%, change in pp) W 13.0 0.2 0.1 -04 -6.1 0.6
M

Greece M, 109 15 4 3 -82 5
ltaly w138 GBI s 5 44 29
Portugal e N7 26 4 0 -14 8
Spain NV, 86 2.1 3 1 -15 -10

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

A ate Da Da 0D D e D D 0D D)
vs. USD (+) = EM appreciation % p.a.

China AT 722 | 01 0 0 5 2 el 23 | 35 | 3 2 -19
Indonesia o™ assss | oo [N 5 | 3 meMe— 67 | 40 | 7 9 1 21
India ST 3 |00 03 - 0w\ 72 | 00 | 7 6 (289) -5
Philippines WN"'\I 56 02 02 0 3 1 ’V*"‘vk- 5.4 0.0 0 0 55 20
Thailand AW 36 02 00 1 5 6 N, 25 | 08 | 5 -8 0 20
Malaysia Y 473 | 02 02 0 6 | 3 New 39 00 | 0 -4 5 12
Argentina | e | 01 05 -2 76 6 P 527 | 00 |80 2ir4 | -3951 | 3368 |
Brazil WM W 501 | 06 07 -t 3 3 N 111 | 14 7 14 204 | 67
Chile o g9 | 04 07 0 19 N 52 0.0 4 1 1 26
Colombia N 3852 | 01 11 2 -FW 77 | 65 | 3 11 -100 | 10
Mexico WnMam, 1658 | 02 1.1 3 9 2 - 87 | 01| 6 6 23 29
Peru R A A 00 07 2 1 0 MM 73 so [ o 67
Uruguay el P\ 38 oo [HENEN s 3 MU, 90 0.0 1 1 .53
Hungary ot e 365 00 08 0 4 5 [N 66 0.0 22 41 -156 79
Poland oM., 399 | 01 03 0 8 A4 M 50 00 | -12 11 46 49
Romania WM 46 00  -0.1 0 1 2 Mg, 64 | 12 | 3 3 -84 16
Russia ST 26 | 00 04 2 a7 | 3
South Africa s 189 | 01 06 2 4 3 v 98 00 | 15 26 75 67
Tarkiye |~ 3238 | 01 -1 4 9 | 267 | 20 | 36 14 6
US (DXY; 5y UST) | ™y 105 | 00 0.1 0 2 3 N 421 | 00 3 3 53 37

Equity Markets Bond Spreads on USD Debt (EMBIG)
Level Change (in %) Level Change (in basis points)
Last 12m Latest 1Day 7Days 30Days 12M YTD Last 12m Latest 7 Days 30Days 12M YTD
basis points

China P 337 | 05 0 1 12 3 . 149 | 0 0 40 | -9
Indonesia 7289 00 A 0 7 0 ™, 100 | 3 7 55 | 4
India s 7351 |00 [N 2 [ 2 M 107 | 6 %3 o
Philippines W\Vv/'r‘ 6904 | 00 1 0 5 7 W 87 5 2 43 | 7
Thailand M\ 1378 | 06O 1 44 | -3 0 0 0 0 0
Malaysia " 1536 | 040 -1 9 T, 83| 2 1 21 | 2
Argentina ™ 213485 | 04 2 21 3 Ml 1459 | 6 206 1046 | -454
Brazil s 428108 | 03 0 -4 5 M, 213 | 5 -1 63 | 2
Chile e e64d 07 2 3 7 [N 124 3 5 22 -
Colombia Amgns™ 1333 11 2 19 | 12 M., 203 | 12 7 7| 22
Mexico e Y 57360 | 03 4 0 MWaww 311 | 2 44 99 | 23
Peru o 27 [ o 9 v, 141 | 6 0 54 | -3
Hungary " 65385 | 00 - - 8 1583 | 4 7 79| 4
Poland ™ 82748 | 0.0 1 1 5 S W, 08 4 3 23 1
Romania T 6985 | 02 TNeopnn, 184 |1 4 72 | a7
South Africa ™My 74536 | 00 3 2 3 | 3 M. 359 | 15 9 54 | 51
Tarkiye T et |0 0 -4 2 301 | 40 162 | 13
Ukraine ENANA | 00 N, 3526 | <116 -478
EM total w41 00 0 3 5 2 TN 204 | 2 -51

Colors denote tightening/easing financial conditions for observations greater than +1.5 standard deviations. Data source: Bloomberg.
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