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“The surprise in US services inflation suggests the Fed may be
more cautious before starting to cut rates”.

Monica Defend
Head of Amundi Investment Institute

The January inflation data in the US is not totally
reassuring for the Fed. While goods prices continue to
slow down, core services inflation is picking up, notably in
Shelters, Medical care, and Education & Communication.

US In ﬂ ati on su rp I’iS e Hotter than expected US service Inflation
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on the Fed radar

The January inflation data showed a

broad-based reacceleration of services
prices.

This could mean that reaching the 2% Fed inflation target
will require more time than previously anticipated. At the
1 latest meeting, Federal Reserve Chairman J. Powell

| already mentioned that more reassuring data on price
patterns would be needed before rate cuts could start.
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While the slowdown in inflation should
continue, reaching the 2% target may 2019 2020 2021 2022 2023 2024
take more time.

B US Inflation Moreover, the US economy remained surprisingly resilient.
B US "Surpercore” Inflation (prices of ] ]
A key implication is that the Fed may services such as barbers, lawyers At the margin, this latest set of data may make the Fed
wait slightly longer before cutting rates. -excluding energy and housing) even more cautious. We expect the first rate cut in the
Source: Amundi Investment Institute, Bloomberg as at 31 .
January 2024. May meeting, and an overall gradual cut.

Actionable ideas

Flexible in US fixed income O Seek diversified* opportunities in global bonds

After the recent rise, yields in US bonds are back at appealing levels. ~  Global government bonds and high quality credit can offer investors

We see value in US government and high quality bonds. appealing income and the opportunity to benefit from different rates
and currency dynamics.

*Diversification does not guarantee a profit or protect against a loss.
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This week at a glance Amundi Investment Institute Macro Focus
US vyields jumped after the above-forecast inflation figures, moderating
their rise due to disappointing activity data. Similar moves were observed Inflation in the US surprised the market on the upside
on the dollar. Equities indices were mixed, flattish in the US but advancing _ in January’s print
in Europe Americas i ) i o )
pe. US inflation data showed that the last mile of disinflation
. YTD WTD will be slow. Prices increased by more than expected
Equity and _ World .o — (3.1% for overall inflation and 3.9% for the index
bond markets " United States ——— D excluding food and energy, respectively). Goods’ prices
Asset class = e I L 200, (excluding food and energy) continued to decelerate, but
performance 3 Japan — 105 . services inflation (shelters and medical services above
year to date E _ ' o all) saw an uplift compared to last month.
and week to | Emerging markets 0.7% i 2.08%
date @ [ Global aggregate 31% -0.34%
% Euro aggregate 5% M 0.19% . . . .
o ‘ i B somn Q4 GDP print confirms flattish growth, while December
L Emerging markets - o o ’ industrial production sends a positive signal.

Europe
Source: Bloomberg , data asat 16 Feb 2024
Please referto the last page foradditional information on the indices.

Q4 2023 GDP growth was flat — avoiding a technical
recession — with GDP growing only 0.1% over the four
2YR 10YR quarters of 2023. Going forward we expect moderate

Sovgrf]n?dem B= us 464 A 428 A growth, with downside risks due to tight monetary policy
ond yields — ing fi i i
y! = ooy o1 A 270 a and moderatlng fiscal support. However, mdustnal .
2 and 10 years production expanded for the 2nd consecutive month in
government bond BA Face 28 A 298 v December, posting a favourable sign.
yields and 1 week Bl v 337 A 3.88 v
change sy
g SE WK 461 A 411 A
® Japan 014 A 073 A Japanese economy fell into recession in H2 2023 but
: B berg , d 16 Feb 2024 . . 0
'Sl'r(t)eunrg?eSrsgg:mt:;grefeart:)als\/vz’ekchanges, Please referto the last page for additional information. 2023 remalned Strong Wlth 11@y0y grOWth
Asia Real GDP contracted by 0.1% in Q4 2023 and surprised
| Commodities, FX and short term rates markets (+0.2%) and our (+0.4%) expectations of positive
@ @8 % @ - growth.yThe weakness of domesyc demand outweighed
& fot 3 S 8 N \ = exports’ performance. The negative surprise came from
Gold Crude Oil EUR/ usD/ GBP/ usD/ Euribor T-Bill prlvate COnSumpthn that Contracted by 02% for the thlrd
oo M wen - o e - o consecutive quarters. The third quarter was also revised
201359  79.19 1.08 150.21 1.26 7.19 3.93 5.38 '
“015% 3.9 ~0l% 0.6% 02% +0.0% from -0.5% to -0.8%. Over the 4 quarters of 2023, the
Source: Bloomberg , dataasat 16 Feb 2024 eCOnOmy st||| greW by ll%

Trend represented referto 1week changes. Please referto the last page for additional information.
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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 16 February 2024.

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

GLOSSARY
CPI: consumer price index is an inflation indicator

Core inflation: change in prices of goods and services,
except for those from the food and energy sectors.

GDP: Gross Domestic Product.
MoM: month over month growth.
QoQ: Quarter on quarter.

YoY: Year over year growth.
YTD: Year to date.

RBI: Reserve Bank of India.
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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 9 February 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.

Date of first use: 16 February 2024.
Doc ID: 3396970

Document issued by Amundi Asset Management, “société par actions simplifiée”- SAS with a capital of
€1,143,615,555 - Portfolio manager regulated by the AMF under number GP04000036 — Head office: 90-93
boulevard Pasteur — 75015 Paris — France — 437 574 452 RCS Paris — www.amundi.com
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