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Key takeaways ##tUOB

« US Fed rate cuts on track as inflation pressures ease — 2x in 2024
and 4x in 2025 starting Sep 2024; market volatility will remain:
unwinding of yen “carry trade” still weighs on sentiment

« Market Meltdown: Confluence of factors triggered panic selling and
overreaction; yet another reminder of risk management, diversification
and discipline

« China: Property market a drag on the economy, unlikely to rupture

* US election; “de-dollarization”:
The world in “profound uncertainty” with unpredictable impact on
financial markets, but role of US dollar will stay for some time.
“Discipline & Diversification” to manage the uncertainty and risks.
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US Fed policy outlook




US Fed: Rate cuts to start from Sep - 2x in 2024 and 4x in 2025 #uUoB
The Fed shifted its policy stance at the July 2024 FOMC meeting

US: Federal Funds Target Rate Trajectory
After 525bps Of Hikes In 11 Meetings since Mar 2022, Fed On Pause Since Jul 2023; We still expect 2x 25bps cuts in 2024, in Sep and Dec-2024

FFTR, %; as of 09 Aug 2024
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For further details: US Jul 2024 FOMC: Expectedly unchanged for Jul, while Powell said rate cuts could come "as soon as" Sep
https://www.uobgroup.com/assets/web-resources/research/pdf/MN_240801.pdf I/C PM



https://www.uobgroup.com/assets/web-resources/research/pdf/MN_240801.pdf

US Fed: Rate cuts to start from Sep, 2x in 2024 and 4x in 2025 i uoB

Bets by futures traders are inherently more volatile and reactive to latest developments

US Fed Funds Rate: Futures Implied Probabilities (CME Group)
Current Fed funds rate: 5.25-5.50%
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Data source: CME Group, Macrobond; last update: Mon, 12 Aug 2024, 00:08

Source: CME FedWatch https://www.cmegroup.com/markets/interest-rates/cme-fedwatch-tool.html
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Market Meltdown: Volatility to Remain
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Global: Financial markets turmoil in early Aug a confluence of factors

Equity market performance (1 Aug to 5 Aug) FX market performance (1 Aug to 5 Aug)
Changes Per USD

In local currency -17.5 -1?.0 -12|.5 -1(I).0 -7|.5 -5|.0 -2|.5 O.IO % 9 I5 -Tl ;3 I2 I1 (I) 1I %
Japan Nikkei 225 I 175 JPY per USD | -5.0
US Nasdaq Comp. | -5.8 MYR per USD ] -3.2
MSCI AC World, USD I -5.3 CHF per USD ] -2.9
US S&P 500 ] -4.8 CNH per USD ] -2.0
US Dow Jones [ -4.1 EUR per USD ] 1.7
Euro STOXX 50 I -4.1 DXY I -1.7
Hang Seng Index I -3.5 SGD per USD [ -1.2
UK FTSE 100 [ ] -3.3 GBP per USD [ | 0.2
China CSI 300 [ | -2.2 AUD per USD || 0.7
Source: Macrobond, UOB Global Economics & Markets Research Source: Macrobond, UOB Global Economics & Markets Research

For further details;: Market Turmoil: Keep calm and carry on for now, not get carried away, 7 Aug 2024
https://tinyurl.com/3t8657y6



https://tinyurl.com/3t8657y6
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Global: Financial markets turmoil in early Aug a confluence of factors

N S&P 500 Volatility Index (VIX): N-SIGMA EVENTS
Nikkei 225: N-SIGMA EVENTS S&P 500: N-SIGMA EVENTS
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Global: Sentiment has calmed but volatility not over yet ...

it uOB

Short bets on JPY pulled back sharply post-meltdown, though Japan’s banks outstanding cross-

border loans at historic high

Bearish Yen bets increase to highest since 2007 (Latest: 2024-08-06)

Hedge funds and asset managers have increased their bets against the Yen
to the highest level in 17 years

No. of Contracts; source: CFTC; Daily
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Source: Macrobond, UOB Global Economics & Markets Research

Japan: Domestics Banks' Cross Border Claims Outstanding (Source:

BIS), in JPY
JPY trillion; latest BIS data: 2024 Q1; last update: 31 Jul 2024
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Source: Macrobond, UOB Global Economics & Markets Research

Japan: Domestics Banks' Cross Border Claims, Quarterly Change
(Source: BIS), in JPY

JPY trillion, /g change; latest BIS data: 2024 Q1 JPY per USD
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Source: Macrobond, UOB Global Economics & Markets Research

For further details: Market Turmoil: Keep calm and carry on for now, not get carried away, 7 Aug 2024 https://tinyurl.com/3t8657y6 I/KCPM
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Global: Sentiment has calmed but volatility not over yet ... #uoB

“Sahm Rule” triggered after US jobless rate rose, but can’t tell if it is “hard landing” or “soft landing”

Sahm Recession Coincident Indicator

Based on our US jobless rate forecast of 4.5% for end-2024, recession is possible by 2H 2024

% points; as at Jul 2024; latest jobless rate: 4.3%
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Source: Macrobond, UOB Global Economics & Markets Research

For further details: Market Turmoil: Keep calm and carry on for now, not get carried away, 7 Aug 2024 1/}(6PM
https://tinyurl.com/3t8657y6
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US: Real P IC ion E iture

Index; Source: U.S. Bureau of Economic Analysis (BEA)
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Source: Macrobond, UOB Global Economics & Markets Research

US: Real Manufacturing and Trade Industries Sales

Index, Source: U.S. Bureau of Economic Analysis (BEA)
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Source: Macrobond, UOB Global Economics & Markets Research

US: Employment (Household Survey)

Index, Source: U.S. Bureau of Labor Statistics (BLS)
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Source: Macrobond, UOB Global Economics & Markets Research

US: Nonfarm Payroll Employment

Index, Source: U.S. Bureau of Labor Stastcs (BLS)
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‘Source: Macrobond, UOB Global Economics & Markets Research

US: Real Income Less Current Transfer

Index, Source: U.S. Bureau of Economic Analysis (BEA)
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US: Industrial Production

Index, Source: Federal Reserve.
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US: Recession watch — NBER (link) indicators show resilient economy 4t UOB

For further details:
Market Turmoil: Keep
calm and carry on for
now, not get carried
away, 7 Aug 2024
https://tinyurl.com/3t8

657y6
IACPM



https://www.nber.org/research/business-cycle-dating/business-cycle-dating-procedure-frequently-asked-questions
https://tinyurl.com/3t8657y6
https://tinyurl.com/3t8657y6

Growth forecasts ##UOB

Steady growth in 2024 across Asia, with potential risks of (mild) recessions in US and Europe ...
Real GDP Growth Rate (Annual)

yly% change 2019 2020 2021 2022 2023 2024F 2025F
R T A T A T S U
World GDP b A 2.8 2.7 6.5 3.5 3.2 3.2 3.2
US (q/q saar) * 2.5 2.2 5.9 2.0 2.5 1.2 2.5
UK * 1.6 -10.4 9.6 34 0.1 0.7 1.3
Euro Area * 1.7 -6.2 6.2 2.7 0.4 0.8 14
Japan w -0.4 -4.2 2.8 1.2 1.9 1.0 1.9
Australia b ¢ 1.8 -2.1 5.6 3.8 2.1 1.2 2.2
New Zealand w 3.2 -1.0 6.3 1.8 0.8 0.9 2.3
China K ¢ 6.2 2.0 8.8 3.0 5.2 4.9 4.7
HK * -1.6 -6.6 6.5 -3.7 3.3 2.9 2.5
Taiwan * 3.0 3.3 6.7 2.7 1.3 4.0 2.5
South Korea W 2.3 -0.7 4.6 2.8 1.4 2.8 2.4
India (FY) * 6.5 3.9 -5.8 9.7 7.0 8.2 6.7
ASEAN-6 w 4.4 -4.0 4.6 6.1 3.7 4.6 4.9

Indonesia A 5.0 -2.0 3.7 5.3 5.1 5.2 5.3
Malaysia * 4.4 -5.6 3.9 8.9 3.6 4.6 4.7
Philippines * 6.1 -9.3 5.5 7.6 5.5 6.0 6.5
Singapore w 1.3 -3.9 9.9 3.9 1.1 2.9 3.2
Thailand * 2.1 -6.1 1.8 2.5 1.9 2.8 3.1
Vietnam b ¢ 7.3 2.8 2.6 8.2 5.0 6.0 6.4

Printed on: Tue 13 Aug 2024, 12:47 PM

2023 2024F 2025F
b IACPM

Source: Macrobond, Global Economics & Markets Research
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