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U.S. PCE Slows but Remains High
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S U.S. PCE Slows but Remains High

The Commerce Department announced on 6/30 that the annual rate of the core PCE price index slowed
to 4.7% in May, down from 4.9% in April and below market expectations of 4.8%. The monthly rate of the
PCE price index remained at 0.3% for the fourth straight month, a slower increase than the 0.5% forecast
by economists. Although the data showed signs of easing, the so-called core PCE price index advanced
4.7% on a year-on-year basis in May is still at the high level since 1980, and the PCE price index, which
includes food and energy, rose 0.6% in May, three times the 0.2% in April, mainly due to the strong rise in

energy and food prices.

Overall, the latest data show signs of a slowdown in the U.S. economy. Although personal income
increased 0.5% in May, more than the expected 0.4%, income after taxes and other charges, i.e.,
disposable personal income, fell 0.1% in the month and 3.3% year-on-year, indicating that consumers are

facing the challenge of both inflation and rising interest rates.

=R EYNI=CIST T

US-Disposable Personal Income

MacroMicro.me | by Timeless CS

zoom &m viD [yl sy 10y Al
18K 5

May 2022
15K * ZE-SEDEAHS (SAAR): 15 144.80 0
o ZE-SEOEARTS (SAAR, 5% -3.35

12K ‘ ’ I -5
-10
6K -15

3K 20

Billions
=]
~
JU218(

0 -25
May '21 Jul'21 Sep '21 Nov '21 Jan 22 Mar '22 May '22

© =E-SETXEME (SAAR) — XE-EEUXEME (SAAR, Figs)

-02-




=g A6 HCPIMAEI4E R

aiwan

=7K¥3.59%

CPlin Taiwan Soars to a 14-year-high of 3.59% in June
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Taiwan’s consumer price index (CPI) increased by 3.59% in June year-on-year, the highest level in nearly

14 years, the Directorate-General of Budget, Accounting and Statistics (DGBAS) reported on July 6.

June’s CPI was higher than May’s 3.4% rise and also marks the fourth consecutive month with a CPI over
3%, CNA cited DGBAS as saying. June’s 3.59% increase was also the highest since September 2008,
DGBAS said.

The core CPI, excluding volatile food and energy prices, increased by 2.77 percent last month year-on-

year, which was also a new high since November 2008.

According to DGBAS official Tsao Chih-hung (& 7%354), June’s figures were affected by continued
increases in the price of food for things like fruit and eating out, in addition to rising rent costs and fuel

prices.

Tsao added that while Russia’s invasion of Ukraine had caused agricultural and industrial raw materials
prices to jump in previous months, those price rises slowed in June. This was caused by reduced raw
materials demand over recession concerns and better than expected weather, which helped increase
agricultural output. The CPI growth rate of 3.59% in June is expected to be the peak, and the CPI

growth rate is expected to slow down in the coming period.

Looking ahead, DGBAS said Taiwan’s CPI in July is expected to decline, however it could still come in

at above 3%.
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China's National Bureau of Statistics (NBS) released the official manufacturing purchasing managers'
index (PMI) for June at 50.2, but still lower than market expectations of 50.5. The official non-
manufacturing purchasing managers' index (NMI) rose to 54.7 in June, significantly higher than market

expectations of 54.7.
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The PMI data both stood above 50, reflecting the continued improvement in China's domestic epidemic
prevention and control situation. China's overall economic recovery has accelerated and is expected to
have room for recovery in the near term, but 49.3% of enterprises still believe that orders are
insufficient, indicating that weak market demand is still the main problem facing the manufacturing
sector. At the same time, the producer price index fell to 46.3, which was in the tight range for two
consecutive months, indicating that the profitability of some enterprises was squeezed and the

operating pressure was relatively high.
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ap an Abenomics

‘Abenomics’ : Abe’ s economic legacy aimed for Japan’ s revival

“Abenomics” refers to the economic policies
advocated by Prime Minister Shinzo Abe who

became prime minister of Japan for a second time

when his party, the Liberal Democratic Party, won

an overwhelming majority at the general election

in December 2012. Abenomics has “three arrows”:
(i) aggressive monetary policy, (i) fiscal

‘ consolidation, and (iii) structural economic reforms.

Abe’ s program consisted of three “arrows.”

The first was printing additional currency — between 60 trillion yen to 70 trillion yen — to make Japanese
exports more attractive and generate modest inflation—roughly 2%.

The second arrow was new government spending programs to stimulate demand and consumption—to
stimulate short-term growth, and to achieve a budget surplus over the long term.

The third component of Abenomics was more complex—a reform of various regulations to make
Japanese industries more competitive and to encourage investment in and from the private sector. This
included corporate governance reform, easing of restrictions on hiring foreign staff in special economic
zones, making it easier for companies to fire ineffective workers, liberalizing the health sector, and
implementing measures that help domestic and foreign entrepreneurs. The proposed legislation also

aimed to restructure the utility and pharmaceutical industries and modernize the agricultural sector.

Shinzo Abe's economic legacy

When Japan fell back into recession in early 2020, Abe was not only questioned for his economic policies,
but also criticized for the way he responded to the new crown epidemic. Opponents criticized Abe's
propaganda to stimulate domestic tourism at the time, causing the epidemic to rebound. Others criticized
him for failing to deliver on his promises of "Abenomics", such as giving more voice to working women,
addressing nepotism in hiring talent, and changing the unhealthy workplace culture.

On the other hand, Bank of Japan President Haruhiko Kuroda commented on 7/8 that Abe has done a lot
to "free Japan from long-term deflation" and "achieve sustainable economic growth", and would like to
pay sincere tribute to Abe's "strong leadership" and his "contribution to Japan's economic development"

during his lifetime.
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K BoE Monetary Pollcy Report - Jun 2022
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UK New Car Sales Fall 24% in June

New car sales in the UK fell 24% in June, the worst performance in 26 years. According to the Society of
Motor Manufacturers and Traders (SMMT), strict vaccination in China exacerbated bottlenecks in the
global supply chain, resulting in just 140,958 new car registrations in June and a 12 percent drop in
registrations to 802,000 for the first half of the year. The only sector to buck the trend was electric

vehicles, with sales climbing 15 percent in June.

UK Home Prices Rise 13% in June, the Fastest Rate in 18 Years

Mortgage lender Halifax announced on 7/7 that UK home prices rose 13% in June, up from 10.7% in May
and the highest increase since 2004. The main reason is that high-income home buyers are less affected

by the inflationary spike.

Microsoft's Activision Blizzard Acquisition Faces

Competition Probe in the UK

The UK's Competition and Markets Authority (CMA) has launched the first phase of an investigation into
Microsoft's acquisition of Activision Blizzard to determine whether the deal may harm competition.
Microsoft announced a $68.7 billion acquisition of Activision earlier this year, and if it passes the first
phase of the UK government's investigation, the CMA will approve the merger, and if not, it will launch the

second phase of in-depth investigation.
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Eurozone - Retail Sales Increase 0.2% in May, Below
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Eurozone - Retail Sales Increase 0.2% in May, Below Expectations

Eurozone retail sales rose 0.2% in May from the previous month, missing market estimates and not
enough to make up for a 1.4% contraction in April, as consumers cut back on food, drink, and tobacco
purchases for the second consecutive month. Analysts said the retail sector will be a drag on UK GDP

growth in the second quarter.

Germany - Trade Deficit in May, Firstin 31 years

Germany's trade deficit in May was unexpected, amounting to about 1 billion euros, the first monthly
trade deficit since 1991, while the market originally estimated a trade surplus of 3 billion euros. Mainly
due to May exports decreased by 0.5% to 125.8 billion euros, while imports increased by 2.7% to 126.7

billion euros due to the surge in energy prices.

France - Inflation Rate at 6.5% in June, a Record High

The French National Institute of Statistics and Economic Studies (INSEE) announced that inflation hit a
record high of 6.5% in June, compared to market expectations of 6.3%, mainly due to a sharp rise in food

and energy prices as a result of the disruption caused by the war between Russia and Ukraine.

France-CPI (YoY, SA)
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Malaysia - To Curb Inflation, Central Bank Raises Interest Rate by 1 Yard to 2.25%

Bank Negara Malaysia, the central bank for Malaysia, announced that it has raised its overnight policy
rate (OPR) by 0.25 percentage points to 2.25%, in line with market expectations. The central bank said
that the rate increase is to curb rising inflation and support the country's currency, and that future

adjustment to monetary policy will be prudent and gradual.

Sri Lanka- Declare Bankruptcy

Sri Lankan prime minister Ranil Wickremesinghe declared the country "bankrupt” on 7/5 as its financial
crisis deepens.

The economy began to falter in late 2020, which the government blamed on the pandemic but one expert
said was mainly caused by political mismanagement and racking up debts with China. Sri Lanka
defaulted on its debts for the first time in May. Since then, its foreign currency reserves have run out and
energy minister Kanchana Wijesekera said on Sunday it had less than a day's worth of fuel left.

"In terms of fuel and food, our country was going to have to face this crisis at some point in time. Fuel
was scarce. Food prices went up,” Sri Lanka's energy minister, Kanchana Wijesekera said, adding

international crises like Russia's war in Ukraine have made things worse.

Change in fuel prices in Sri Lanka
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Research institute IHS Markit, the Institute of Supply Management (ISM), and Chinese officials released the

Purchasing Managers' Index (PMI) for June.

The ISM Manufacturing PMI for June was 53, lower than market expectations of 54.5 and lower than the
previous value of 56.1. Among the subindices, the new orders index was 49.2, lower than the previous value of
55.1, indicating that the demand for U.S. goods is slowing down. Supplier deliveries was 57.3, down from 65.7,

and lead time became shorter, indicating that pressure on the supply chain is gradually easing.

China's official manufacturing PMI for June was 50.2, lower than market expectations of 50.5, but higher than
the previous value of 49.6; on the other hand, China's Caixin manufacturing PMI was 51.7, higher than market
expectations of 51.6 and also higher than the previous value of 48.1, both regained 50. It shows that as China's
provinces gradually lift the closure control, as well as the central government increased the stabilization of growth,

the manufacturing industry has recovered.

The bottleneck in the supply chain is gradually improving, and the delivery time of manufacturers is getting
faster and faster, which helps to stabilize prices. However, with the slowdown in terminal demand and the high
level of customer inventory, manufacturers are facing the pressure of slowing down new orders. The

manufacturing activity in major countries continues to decline, the follow-up can pay attention to the central bank

policy.
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Taiwan Completes Second Stage of CBDC Trials
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lockchain & Cryptocurrency

Taiwan's central bank has been working on a pilot for a government-run digital currency for the
past two years, to allow people to use a digital wallet and make payments without using a debit or
credit card.

Speaking at a forum on digital currencies, Yang said they have been simulating the use of the
central bank digital currency, or CBDC, in a closed-loop environment. The central bank faces three
major tasks next, he added: communicating with the public and winning their support, ensuring
the system's stability, and building the legal framework for the currency's operations.

Some of these considerations are that the CBDC should not be interest-bearing. The governor
maintained that Taiwan’ s CBDC would be similar to others that have been released so far in this
respect. "Neither of the current CBDCs in circulation, such as the Sand Dollar (digital Bahamian

dollar) and the digital yuan, accrue interest on deposits,” Chin-long said.

The governor explained that a non-interest-bearing CBDC is desirable to prevent the reduction of
deposits of fiat, while an interest-bearing CBDC replacing fiat deposits could cause bank runs to be
more brutal and quickly spiral into a liquidity crisis in case of a market collapse.

Chin-long adds that Taiwan’ s CBDC will also need to be able to work at all times, even without the
internet, and at greater transaction speeds. The current CBDC platform cannot meet the
requirements of high frequency, large-scale and instant settlement of transactions. The bank is
exploring how to scale the system’ s operational performance, as well as the feasibility of offline
payment options to boost the resilience of the system, Chin-long revealed.

"This will take a long time, at least two years, and then we'll have to evaluate it again.”
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v' The US ISM Non-Manufacturing PMI for June
came in at 55.3, better than market expectations
of 54.3 and slightly lower than May's 55.9.
Although the index remained firmly above 50, it
has declined for three consecutive months,

hitting a new low since May 2020, mainly due to

challenges in employment, continued capacity

constraints, and reduced orders.

v' The Federal Reserve Board (Fed) released the minutes of its June meeting, indicating that the
Fed will continue its efforts to fight inflation and may raise interest rates by 2 or 3 yards at its
meeting at the end of this July.

v British Prime Minister Boris Johnson announced his resignation. The Conservative Party hopes
to confirm the last two candidates by 7/21 and elect a new Prime Minister by September.

v' China's epidemic is causing tension in various places. Xi'an, Shaanxi, which just experienced a
city closure earlier in the year, is again under "temporary control", Shanghai residents are

worried about another full-scale closure, and Wuxi, Jiangsu Province, is in turmoil.
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