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U.S. Inflation Surged in June, Adding Pressure on the Fed to Raise
Interest Rates
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12-month percentage change, Consumer Price Index, selected categories, June 2022, not

seasonally adjusted
Click on columns to drill down
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Interest Rates

U.S. Inflation Surged in June, Adding Pressure on the Fed to Raise

Table A. Percent changes in CPI for All Urban Consumers (CPI-U): U.S. city average

Un-

Seasonally adjusted changes from preceding month adjusted
12-mos.
Dec. Jan. Feb. Mar. Apr. May Jun. ended

2021 2022 2022 2022 2022 2022 2022 Jun. 2022
All items 0.6 0.6 08 1.2/ 0.3 1.0 13
Food 0.5 09 1.0 1.0 09 12 1.0
Food at home 0.4 L0 14 L5 10 1.4 10
Food away from home(1) 0.6 07 04 03 0.6 07 0.9
Energy 0.9 09 3.5 11.0 2.7 39 7.5
Energy commodities 13 -0.6 6.7 18.1 =54 4.5 104
Gasoline (all types) 13 08 6.6 18.3 6.1 41 1.2
Fuel oil(1) -24 9.5 77 23 25 16.9 =15
Energy services 0.3 29 0.4 18 1.3 3.0 3.5
Electricity 0.5 4.2 -1.1 2.2 0.7 1.3 1.7
Utility (piped) gas service 0.3 0.5 1.5 0.6 31 8.0 8.2
All items less food and energy 0.6 0.6 0.5 03 0.6 0.6 0.7
Commodities less food and energy commodities 1.2 1.0 0.4 -0.4 0.2 0.7 0.8
New vehicles 12 0.0 03 0.2 11 1.0 0.7
Used cars and trucks 3.3 15 0.2 -3.8 04 18 1.6
Apparel 11 1.1 0.7 0.6 -0.8 0.7 0.8
Medical care commodities(1) 0.0 0.9 0.3 0.2 01 03 04
Services less energy services 0.3 0.4 0.5 0.6 0.7 0.6 0.7
Shelter 0.4 03 0.5 0.5 05 06 0.6
Transportation services 0.0 1.0 14 20 31 1.3 21
Medical care services 0.3 0.6 0.1 0.6 05 0.4 0.7

Footnotes
(L) Not seasonally adjusted.
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Source: BLS Date: July 13, 2022

Data released by the Bureau of Labor Statistics (BLS) showed that the U.S. CPI rose 9.1% yly in June,
well above the market estimate of 8.8%, as well as the previous value of 8.6%, continuing to hit a new

high in more than 40 years. CPI rose 1.3% m/m, the highest since 2005.

U.S. prices rose further in June mainly due to the impact of rising energy prices, and the high weight of
food prices and housing prices also remained high due to the monthly growth rate of gasoline prices
rose 11.2% over the previous month. After the release of the data, the Fed meeting at the end of the
month almost confirmed to raise interest rates by 3 yards, the market is betting that the Fed will raise
interest rates to a maximum of 4% this year. However, the Biden government stressed that the June
data is outdated and does not reflect the recent decline in gasoline prices from a high base period

coupled with stabilizing commodity prices, inflation is expected to slow in July.

The price of crude oil is expected to fall due to the expected economic recession or lower demand.
However, if inflation does fall, the pace of Fed rate hikes slowed, the recession is expected to subside,
and the expected demand recovery will drive oil prices back up, forming a cycle of inflation, interest rate
hikes, and recession between the three constantly tugging on the impact. The uncertainty about the

economic outlook remains high.
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) ! Taiwan Central Bank Seen Making 'Timely' Adjustments, but
alwan Not Sudden Off-cycle Hike
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Taiwan - CPI, Core CPI (YoY)
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Taiwan - C.Bank Policy Rate

MacroMicro.me | by Timeless CS
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TAIPEI, July 21 (Reuters) - Taiwan's central bank will make timely adjustments to monetary policy
considering both global moves and domestic economic performance, but is not in a rush to raise rates

outside of the bank's usual schedule, two sources said.

At its last quarterly rate-setting meeting on June 16, Taiwan's central bank raised its policy rate for the

second time this year, by 12.5 basis points (bps) to 1.5%. Its next quarterly rate-setting meeting is
scheduled for Sept. 22.

A source briefed on the matter, speaking on

condition of anonymity, told Reuters the central

bank will pay close attention to "changes" in the
international and domestic economic and financial
situation, and will "adopt appropriate monetary

policies in a timely manner."

A second source also briefed on the situation, said the central bank will look at Taiwanese economic
indicators, including inflation, consumer spending, exports, and joblessness. "At present, it does not look
like there will be too quick of a move," the source said. "The central bank is not scared of grey rhinos -
what it fears most is black swans, which are very hard to predict, like the sudden outbreak of the

Russia-Ukraine war or supply chain bottlenecks."

Taiwan's consumer price index (CPI) inflation rate hit a near 14-year high in June, expanding 3.59%

from a year earlier, more than market expectations.
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h | na China Keeps Benchmark Lending Rate Steady
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The People's Bank of China (PBoC) held steady its key rates for corporate and household loans at July
fixing, as the central bank is trying to support ongoing economic recovery in the wake of COVID-19
outbreaks. The one-year loan prime rate (LPR) was left unchanged at 3.70%; while the five-year rate, a
reference for mortgages, was maintained at 4.45%. The board rolled over a maturing one-year medium-
term lending facility (MLF) at an unchanged rate of 2.85% for the sixth straight month. PBoC's governor
Yi Gang said recently that China will step up the implementation of the sound monetary policy, amid
external shocks and uncertainty due to the coronavirus Meantime, Bloomberg said that rate hikes in
major economies have limited China's room for monetary easing. A recent mortgage payment boycott by
buyers of unfinished homes had prompted calls for more policy help for the property sector, including a
reduction in the five-year LPR.
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Bank of Japan Keeps Interest Rate Unchanged, Raises Inflation

ap an Forecast
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(Appendix)
Forecasts of the Majority of the Policy Board Members
yly % chg.
CPI (all items less (Reference)
Real GDP fresh food) CPI (all items less
fresh food and energy)
. +2.2to0 +2.5 +22t0+2.4 +1.2to+1.4
Fi | 2022
sea [+2.4] [+2.3] [+1.3]
. y +2.6 to +3.0 +1.81t0 +2.0 +0.8 to +1.0
Forecasts made in April 2022 [+2.9] [+1.9] [+0.9)
X +1.7 to +2.1 +1.2t0 +1.5 +1.2to +1.4
Fi 12023
sea [+2.0] [+1.4] [+1.4]
. . +1.5t0 +2.1 +091t0 +1.3 +1.1to+1.3
Forecasts made in April 2022 [+1.9] [1.1] [+1.2]
. +1.1to +1.5 +1.1t0+1.5 +1.4t0+1.7
Fiscal 2024 [+1.3] [+1.3] [+1.5]
s ot s Source: BoJ, Outlook for Economic
. . +1.1to +1. +1.0to +1. +1.2to +1. .. .
Forecasts made in April 2022 +1.1] [+1.1] [+1.5] Activity and Prices, July 2022

Notes: 1. Figures in brackets indicate the medians of the Policy Board members' forecasts (point estimates).

2. The forecasts of the majority of the Policy Board members are constructed as follows: each Policy Board
member's forecast takes the form of a point estimate -- namely, the figure to which they attach the highest
probability of realization. These forecasts are then shown as a range, with the highest figure and the lowest figure
excluded. The range does not indicate the forecast errors.

3. Each Policy Board member makes their forecasts taking into account the effects of past policy decisions and with
reference to views incorporated in financial markets regarding the future conduct of policy.

The Bank of Japan maintained its key short-term interest rate at -0.1% and that for 10-year bond yields
around 0% during its July meeting, by an 8-1 vote; but cut its 2022 GDP growth forecast to 2.4% from
2.9% made in April, citing a slowdown in overseas economies and persistent supply chain issues due to
the prolonged war in Ukraine. For the FY 2023 and 2024, however, the committee revised slightly higher
its GDP outlook to 2.0% from an earlier projection of 1.9%; and to 1.3% from 1.1%. In a quarterly outlook
report, the board raised its 2022 inflation forecast to 2.3% from 1.9%, amid surging prices of energy, food,
and durable goods. The BoJ reiterated that it will not hesitate to take extra easing measures if needed, a
sign that it will remain an outlier among a global wave of central bank tightening policy. The central bank
also mentioned that it would continue to buy unlimited amounts of the bonds to defend an implicit 0.25%

cap every market day, as it has been doing since April.
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UK GDP Grows 0.5%, Return to Growth in May
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On July 13, the Office for National Statistics (ONS) announced that gross domestic product (GDP)

increased 0.5% in May, beating expectations, and reversing the 0.2% contraction in April. This was

mainly due to a 0.4% increase in service sector output, driven by health care and social work activities.
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K UK Inflation Rate Hits New 40-Year High of 9.4% in June
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UK - CPI, Core CPI (YoY)
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The annual inflation rate in the UK increased to 9.4% in June of 2022 which is the highest rate since
1982 and slightly above market forecasts of 9.3%. The biggest price pressure came from the cost of
motor fuels which increased at a record 42.3%, as average petrol prices rose by 18.1 pence per liter in
June 2022, the largest monthly rise on record since at least 1990. This compares with a rise of 2.5 pence
per liter a year ago. Food prices made the second biggest upward contribution (9.8%, the highest rate
since March 2009 vs 8.6% in May), namely milk, cheese, eggs, vegetables, and meat. Prices of housing
and utilities also increased faster (19.6% vs 19.4%). On the other hand, prices of recreation and culture
increased at a slightly slower pace (4.8% vs 5%) while downward contributions came from second-hand
cars (15.2% vs 23.4%) and audio-visual equipment (-2.4% vs 1.7%). Compared to the previous month,

consumer prices were up 0.8%, above 0.7% in May, and forecasts of 0.7%.

-08-




N — s S St A
BN M BUMSRITH B288 - SLERESENaFIZRE

ECB Raises Rates by 2 Yards, Ending 8 Years of Negative
u rope Rates Era )

ECB-MRO, DF, Marg. LendingRate

MacroMicro.me | by Timeless CS
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The ECB Held an Emergency Meeting to Prevent a Second
urope Euro Crisis

J

The European Central Bank (ECB) hiked its benchmark interest rate by 2 yards (50 basis points),
breaking the previous guidance for a 1-yard move, for the first time in 11 years. And ending an eight-year
experiment with negative interest rates, trying to cool down the inflation in the eurozone. At the same
time, the ECB indicated that it will continue to reinvest the principal payments from maturing securities
purchased under the asset purchase programme (APP) for a longer period after the rate increase. The

ECB's pandemic emergency purchase programme (PEPP) will continue until at least the end of 2024.

To provide additional assistance to highly indebted member countries, the ECB approved the adoption of
a new anti-financial fragmentation instrument "TPI" (Transmission Protection Instrument) transmission
protection mechanism. Aimed at curbing the continued high cost of borrowing for these members and

avoiding the eurozone from falling into a financial fragmentation crisis.

The ECB rate hike is relatively difficult. Its interest rate policy not only to develop a monetary policy for
the 19 member countries, but also to face the soaring energy prices caused by the conflict between
Russia and Ukraine, and the economy may fall into recession. Raising the interest rate to curb inflation is
a difficult choice. In addition, the resignation of Italian Prime Minister Mario Draghi, also let the political

risks of the eurozone reappear. The outlook of the eurozone is under challenge.

Image Credit: Funancial News

Proshare
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outheast Asia Singapore - The Philippines - India

Singapore - GDP, YoY
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Singapore - GDP Grows by 4.8% y/y in Q2, Lower than Expected

The Ministry of Trade and Industry (MTI) announced that gross domestic product (GDP) grew by 4.8% in
the second quarter. This extends the revised 4.0% growth recorded in the previous quarter, but is less than

the market's expectation of 5.2%; after quarterly adjustment, it was unchanged from the previous quarter.

In addition, the Monetary Authority of Singapore revised its estimate of the core inflation rate this year to
3%~4%, from 2.5%~3.5% previously. The overall inflation rate this year is estimated to be 5%~6%, which

is higher than the previous estimate of 4.5%~5.5%.

The Philippines - Central Bank Raises Interest Rates by 3 Yards to Fight Inflation

Philippines - Benchmark IR

MacroMicro.me | by Timeless CS
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The consumer price index (CPI) in
the Philippines rose 6.1% yly in
June, well above the central bank's
target of 2% to 4%.
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India - Cuts Windfall Taxes on Fuels & Eliminates a Levy on Gasoline Export

The Indian government has announced a reduction in the windfall taxes on fuels and the elimination of
the export tax on gasoline. Less than a month after the imposition of the two new taxes, windfall taxes

on fuels and gasoline export tax on oil companies imposed on 7/1, India has reduced the windfall profit
tax on diesel and aviation fuel by Rs. 2 per liter and eliminated the Rs. 6 per liter gasoline export tax,

effective from 7/20.
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acroeconomic Targets Across Key Asian Economies
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Source: FactSet, J.P. Morgan Asset Management. Data reflect most recently available as of 24/07/22.
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How Inflation Has Changed the Price of a Cup of Coffee Over Time
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2 Investopedia

While red hot inflation and hawkish central bank rhetoric in the U.S. and Europe continue to dominate headlines,
rising regional inflation and the strength of the U.S. dollar have forced the hands of some Asian central banks to
tighten against consensus. Up until the turn of the year, Asian central banks were able to tighten in step lock with
domestic growth conditions, however, this dynamic may have changed. Over the past few weeks, the Philippines
central bank raised rates by 75 basis points, and the Monetary Authority of Singapore re-centered its Singapore

dollar exchange rate band.

While drivers of core inflation such as wage growth remain benign in Asia, the pick-up in domestic demand due to
the economic re-opening and higher import costs have pushed inflation figures past policy makers’ inflation targets.
Nearly half of the major economies in Asia reported a gain in consumer price index (CPI) of more than 5% year-

over-year in June.

Inflation isn’t the only concern. With the U.S. Federal Reserve embarking on an acute tightening schedule to rein
in inflation, the U.S. dollar has strengthened significantly against a basket of Asian currencies. Although currency
risk concerns remain mild at this point since current account positions and overall macro conditions are more
fortified compared to 2013, economies that opted not to hike rates preemptively may see more downward

pressure on their currencies in the near term. This could force some central banks to tighten ahead of schedule.
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G20 Regulator to Propose First Global Crypto

lockchain & Cryptocurrency Rules in October 2022
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Financial Stability Board

The Financial Stability Board (FSB) said on 7/11 that it would propose "robust" global rules for cryptocurrencies in

October, following recent turmoil in markets that have highlighted the need to regulate the "speculative" sector.

"The failure of a market player, in addition to imposing potentially large losses on investors and threatening market
confidence arising from crystallization of conduct risks, can also quickly transmit risks to other parts of the crypto-

asset ecosystem," the FSB said in a statement.

To improve the ecology of the crypto market and to control the problem of crypto assets, the EU has established
regulations that require cryptocurrency companies to assess the impact of their assets on the overall market
environment. The FSB believes that when cryptocurrencies have the same basic economic functions as traditional

financial assets, they should also be subject to the relevant regulations.

The FSB has no lawmaking powers, but its members commit to applying its regulatory principles in their

jurisdictions.
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v BUMRIT(ECB) A TEMAEIRE - REENE LS - RLIIERERIE - ERERESFHNER
KHER  UEMHHNREMIHIE "EERES](Transmission Protection Instrument, TPI) 4
—IEHNESEEE SEEDEERSHNBMTREXRLHEAERTIREmMAR

v EBI6RBIFIE.1% - BI40FEH S

v BAR6BBEKFIE2.4%

v ZE6 A FIE.4%

v Bte6PiEE F1588.6%

v EUR/USDKZEL : IWFERHE @ &
20F 2R EF1E -

v' The ECB has raised interest rates by 2 yards for the first time in 11 years and brought an end to
8 years of experimenting with negative rates. And unveiled its Transmission Protection
Instrument (TPI), a new bond purchase scheme aimed at helping more indebted eurozone
countries and preventing financial fragmentation within the currency bloc.

v U.S. June CPl inflation rose 9.1% y/y, reaching four decades high.

v' Japan June CPl inflation rose 2.4% y/y

v UK June CPl inflation rose 9.4% y/y

v" Euro Area June CPl inflation rose 8.6% y/y

v Euro fall to parity with USD for the first time in 20 years.
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