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Asia Morning Bites

After the alleged Bank of Japan intervention, what next for the JPY?
China releases PMI reports

Asia Morning Bites
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Global Macro and Markets

¢ Global Markets: Not surprisingly, the JPY tops the table for Asian FX performance yesterday
and also the G-10, after reports that the Bank of Japan (BoJ) intervened in FX markets as the
USDJPY rate topped 160. There appears to be no official confirmation of this. The rate briefly
dropped to 154.54 but has risen back to 156.24 now. The more crucial question remains,
can the BoJ hold the JPY lower for any prolonged period? There are good reasons to think
that except for the very short term, the answer is no. Japan was on holiday yesterday and
trading was thin, making it easier for the BoJ to have the desired effect. If they repeat the
intervention today, they may find it harder to shift the needle. USDCNY followed the JPY
stronger and has dropped to 7.2290. EURUSD is up slightly to 1.0718, and there are further
gains across other G-10 currencies. US Treasury yields continued to decline slightly
yesterday. The 10Y yield is down 4.9 basis points to 4.614%. 2Y yields fell just 1.7bp. There
were also slight gains for US stocks. Both the NASDAQ and S&P 500 rose, though by less
than 0.4% in both cases. Chinese stocks also made gains. The Hang Seng was up 0.54% and
the CSI 300 rose 1.11%.

¢ G-7 Macro: It was a light macro calendar on Monday, though German CPI inflation numbers
came in at 2.4% (harmonized index) a little higher than expected. Today, we get further
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inflation data from the rest of the Eurozone, together with GDP data for 1Q24 for the Euro
area and Canada. US data includes official home prices (FHFA) and the Conference Board's
consumer confidence indices. It is a public holiday for Labour Day across much of the World
tomorrow. The US is one of the exceptions to this, and the May FOMC meeting decision will
be announced in the early hours of Thursday in Asia time.

e China: Official April PMI data will be released this morning. For the manufacturing PMI, we
are looking for a moderation from last month’s 50.8 print, but for it to remain in expansion
at 50.5 vs consensus forecasts for 50.3. Further expansion in new orders would bode well for
industrial activity strength continuing in 2Q24. The non-manufacturing PMI will also be
released today. Markets are looking for a decline from 53.0 to 52.3.

¢ Japan: March activity data was a mixed bag. Industrial Production was stronger than
expected while retail sales undershot expectations. However, production output forecasts
for April and May rose 4.1% MoM sa and 4.4% respectively, and we think that the growth
momentum in manufacturing is likely to continue in the second quarter.

e By item, motor vehicle production rebounded in March, recovering from the safety-scandal-
related interruption. Electronic parts and devices also rose, probably due to the recovery in
global semiconductor cycle.

o As for retail sales, this fell 1.2% MoM sa in March (vs revised +1.7% in February, -0.2%
market consensus). Motor vehicles rebounded 2.5% but almost all other items declined in
March. We believe that weak consumption will be a major concern for the BoJ. But, the
labour market data was on the positive side. Tight labour market conditions combined with
solid wage growth set a decent backdrop for household consumption to recover in the
second quarter.

e South Korea: Monthly activity data unexpectedly weakened in March, in contrast to the
stronger-than-expected recent GDP data. All industry production dropped 2.1% MoM sa, the
first fall in five months. We are not clear whether this is the start of a down-cycle or just a
temporary adjustment in pace after five months of gains. We expect the patchy recovery to
continue in the current quarter. Manufacturing is likely to remain as the main growth driver
on the back of strong semiconductor activity. But services and construction will both weigh
on overall growth. Retail sales rebounded thanks to strong gains in automobile sales
(11.3%). As reflected in positive consumer sentiment data, the household sector has been
adjusting relatively well under tight financial conditions.

¢ Taiwan: Taiwan publishes its 1Q24 GDP data this afternoon. We are looking for a rebound of
YoY growth to 5.4% YoY to start the year vs consensus forecasts for 6.0% YoY. The
acceleration will mostly be due to a weak base effect from 2023 rather than any significant
economic strength. Last year’s exports looked particularly weak in 1Q23, and this year’s
trade balance more than doubled from a low base in 1Q, which should help support growth.
We expect YoY growth to moderate starting from the second quarter onward.

What to look out for: China PMI

e South Korea industrial output (30 April)

e Japan labour market data and industrial production (30 April)

e China PMI plus retail sales and Caixin PMI (30 April)
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e Taiwan GDP (30 April)

e US employment cost and Conf Board consumer confidence (30 April)

e South Korea trade (1 May)

¢ Japan Jibun PMI (1 May)

e US ADP employment and ISM manufacturing (1 May)

e FOMC decision (2 May)

e South Korea CPI inflation (2 May)

e Regional PMI (2 May)

e Australia trade (2 May)

e Indonesia CPI inflation (2 May)

¢ Hong Kong GDP (2 May)

¢ US trade and initial jobless claims (2 May)

e Singapore retail sales (3 May)

e US non-farm payrolls (3 May)
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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.
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