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Jobs and inflation on
market’s radar

Amid a large consensus that the rate hike
cycle has ended, markets are now trying to
assess the timing of the next rate cuts.

Together with inflation numbers, labour
market developments will be key to the
next Fed decisions.

Inflation figures this week surprised on the
upside, signaling that the disinflation
process is slower than expected by the
market.

Actionable ideas

Money Markets

in our opinion continue to offer appealing yields for investors.

¢ With the Fed expected to remain in pause until Q2, money markets

“Slow disinflation and moderate softening in the US labour market
support our view that the FED will cut in Q2 rather than in Q1”

Monica Defend
Head of the Amundi Investment Institute
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Like in 2023, inflation figures will remain, in 2024, an important
driver of market’s expectations regarding Fed rates decisions.
Inflation has come down by a lot, but it is still above 2% and the
latest reading shows a slowdown in the disinflationary trend.
Also, given the Fed’s dual mandate (inflation+ unemployment),
the pace at which the job market loses steam is also relevant.
Recent data was mixed, despite a strong (216,000 new US
jobs) headline figure. Weaker details included, among other,
downward revisions of the previous months’ numbers (an
almost continuous trend in recent months), weak job creation in
cyclical sectors and a double decline in labour force and
employment in the accompanying household survey. In our
view, this is not enough to point to a rate cut as soon as Q1, but
most likely in Q2. With markets reassessing the Fed future
path, Treasury yields have reversed in the first weeks of 2024
their downward trend.

) Flexible Fixed Income
= Approaching the turning point in the Fed rate policy, longer term bonds
are set to benefit. However, as January 2024 is proving, the path will

not be linear and therefore a flexible approach is key.
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This week at a glance Amundi Investment Institute Macro Focus
Markets moved mostly sideways this week after retreating during the first days of
the year. Above-forecast US inflation figures only had little lasting effect on bond Inflation dynamics in the US are now much linked to
yields, with the US 10 year hovering around 4% and German 10 year slightly core components.
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China CPI print stands out globally, dropping 0.3% YoY
in December, rounding 2023 full year at 0.2%. The low
CPI print reflects an economic reality in which the
average Chinese household is hit hard during the

| Commodities, FX and short term rates
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Equity and bond markets (chart)

Source: Bloomberg. Markets are represented by the
following indices: World Equities = MSCI AC World Index
(USD) United States = S&P 500 (USD), Europe = Europe
Stoxx 600 (EUR), Japan = TOPIX (YEN), Emerging Markets
= MSCI Emerging (USD), Global Aggregate = Bloomberg
Global Aggregate USD Euro Aggregate = Bloomberg Euro
Aggregate (EUR), Emerging = JPM EMBI Global Diversified
(USD)

All indices are calculated on spot prices and are gross of
fees and taxation.

Government bond yields (table), Commodities, FX and
short term rates.

Source: Bloomberg, data as at 12 January 2024.

*Diversification does not guarantee a profit or protect against
aloss.

GLOSSARY
CPI: Consumer price index (CPI) is as inflation measure.

Core Inflation: change in the costs of goods and services,
excluding food and energy sectors.

Disinflation: A temporary slowing of the pace of price
inflation.

Fed: Federal Reserve.

Fed’s dual mandate: Is to achieve maximum employment
and keep prices stable.

GDP: Gross Domestic Product.
MoM: month over month growth.
YoY: Year over year growth.
YTD: Year to date.
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IMPORTANT INFORMATION

This document is solely for informational purposes.

This document does not constitute an offer to sell, a solicitation of an offer to buy, or a recommendation of any
security or any other product or service. Any securities, products, or services referenced may not be registered
for sale with the relevant authority in your jurisdiction and may not be regulated or supervised by any
governmental or similar authority in your jurisdiction.

Any information contained in this document may only be used for your internal use, may not be reproduced or
redisseminated in any form and may not be used as a basis for or a component of any financial instruments or
products or indices.

Furthermore, nothing in this document is intended to provide tax, legal, or investment advice.

Unless otherwise stated, all information contained in this document is from Amundi Asset Management SAS and is
as of 12 January 2024. Diversification does not guarantee a profit or protect against a loss. This document is
provided on an “as is” basis and the user of this information assumes the entire risk of any use made of this
information. Historical data and analysis should not be taken as an indication or guarantee of any future
performance analysis, forecast or prediction. The views expressed regarding market and economic trends are those
of the author and not necessarily Amundi Asset Management SAS and are subject to change at any time based on
market and other conditions, and there can be no assurance that countries, markets or sectors will perform as
expected. These views should not be relied upon as investment advice, a security recommendation, or as an
indication of trading for any Amundi product.

Investment involves risks, including market, political, liquidity and currency risks.

Furthermore, in no event shall any person involved in the production of this document have any liability for any
direct, indirect, special, incidental, punitive, consequential (including, without limitation, lost profits) or any other
damages.
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