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Asia Morning Bites

Market reversals, profit-taking and short squeezes yesterday - but
prevailing trends likely to re-emerge

Asia Morning Bites

Source: shutterstock

Macro outlook

e Global: Quite a choppy day for markets yesterday with some reversals and profit-taking
dominating prevailing trends. US Treasury yields pulled back, with the yield on 10Y bonds
down a chunky 10.4bp. It's not clear what the catalyst for this was. The Fed's Beige Book
pointed to continued strong price pressures, though did suggest that maybe wage growth
was abating a little, and the growth outlook was described as more “uncertain” due to
geopolitical factors. The Fed's Daly also followed up some of her colleagues downplaying
the prospects for peak Fed funds after Bullard’s more hawkish views grabbed the headlines
earlier in the week. The fall in bond yields may have provided some support for equities,
with the S&P500 broadly flat on the day, though it was an uglier picture in tech though with
the NASDAQ down about 1.2%. Equity futures looking positive though, with Asian markets
also showing some signs of positive risk appetite for the near term. FX markets were also
very interesting yesterday. The headline move was driven by the unexpected fixing of the
CNY much higher, probably a response to China's economic weakness. Though at the other
end of the spectrum, the JPY, which has been threatening to breach 130, pulled back to
below 128. This probably won't last. The EUR and AUD both had better days against the
USD. The MYR was the weakest of the Asian pack - again, no clear reason for this, though
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softer oil may have been a factor.

¢ China: President Xi will speak today at the Boao Forum, which invites Asian leaders to talk
on policy topics. We will be watching to see if President Xi will give any hint on changes to
the Covid policy direction in China though it is unlikely that he will ditch zero the Covid
strategy at the Forum.

e Korea: Early April trade data (first 20days) showed that Korean exports rose 16.9% YoY
while imports were up more strongly by 25.5%. This resulted in a trade deficit of $5.2bn. IT
and petrochemical exports continued to rise firmly but auto and cellphone exports were
weak. Although Korean IT exports have shown resilience so far, there are some cloudy
signals for the coming months: Exports to Hong Kong declined for the second month and
semiconductor manufacturing equipment imports dropped sharply. In sum, we expect the
April trade balance to remain in the deficit zone for a second month and possibly a couple
of more months due to rising energy prices. This supports our view that exports’
contribution to growth will turn negative in 2Q22.

Korea's producer price index rose to 8.8% YoY in March, a bit cooler than the recent peak of
9.9% last Nov. Energy prices continued to climb (+69.7%) but were partially offset by weak
domestically produced fresh food prices (-13.7%), which have dropped for three months in a
row.

What to look out for: Geopolitical developments

Korea PPl and trade (21 April)

US initial jobless claims (21 April)

Japan inflation (22 April)

Malaysia inflation (22 April)

Fed's Powell and ECB's Lagarde speaking engagement at IMF meeting (22 April)
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Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR0O00341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.

Article | 21 April 2022 3


https://www.ing.com

