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Executive Summary

Ub

Global Economy

= Service sector took major hit in Europe as
Omicron deterred economic activities.
Furthermore, as global inflation rose, lower
consumption also affected service sector across
the globe.

» Rising inflation became a global concern for
central banks. Oil price continued to rise higher
after Ukraine-Russia conflict escalated. inflation
trends in the United States, European countries
continued to increase from broad-based changes
in prices.

= U.S. labor market tight while inflation rose highest
since 1982. U.S. economy added 467,000 jobs in
January, with greater payroll number in previous
months after adjustment. The unemployment rate
increased slightly to 4.0%. Inflation rose to 7.5%

» Chinese economy received support from PBOC
via rate cuts and liquidity injection. In order to
boast the economy which suffered from Covid-19
measure and rising prices, Chinese central bank
eased policies. Retail sales dropped low in
December.

Financial Market

= USDTHB has dropped from 33.40 to 32.40 as USD
index set down from 97.30 to 96.00. Moreover, there
are constantly large foreign inflow into Thailand's
bond and stock markets. Thai current account has
turned to be negative again in Dec. For now, USDTHB
is likely to advance as Russia-Ukraine tension may
drive risk off sentiment.
Global banks expect that Fed may hike as much as 5
- T quarter-percentage-point interest rate hikes by
the end of 2022 up from 4 - 5 hikes in previous
month. Russia-Ukraine tension that lately escalated
might have an impact on inflation as an attribution to
continuously support high oil price. The ECB is under
market pressure to raise rates on bank deposits,
currently at minus 0.5%, in the face of stubbornly
high euro zone inflation which hit 5.1% on Jan. ECB
President Christine Lagarde has just opened the door
to an interest rate increase in 2022. The Bank of
England raised interest rates to 0.5% from 0.25% with
nearly half its policymakers voted for a 50 bps hike.

* For Thai bond market, it is expected TGB curve may
continue to be steepen in H1/2022.
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Service outlook in U.S. and Europe suffered from rising prices, manufacturing has not improved t, b

Manufacturing PMI Service PMI

Jun-21  Jul-21  Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Jan-22

Australia 58.6 56.9 52.0 56.8 58.2 59.2 57.7 55.1 Jun-21 Jul-21 Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Jan-22
China 51.3 50.3 49.2 50.0 50.6 49.9 50.9 491 Australia 56.8 44.2 42.9 45.5 51.8 55.7 55.1 46.6
India BN 553 523 537 | 559 [y 555 540 China 503 | 549 467 534 538 521 531 514
Indonesia 53.5 40.1 43.7 52.2 57.2 53.9 53.5 53.7 Japan 48.0 47.4 429 478 50.7 53.0 52 1 476
Japan 52.4 53.0 52.7 51.5 53.2 54.5 54.3 55.4 )

India 41.2 45.4 56.7 55.2 58.4 58.1 55.5 51.8
South Korea 53.9 53.0 51.2 52.4 50.2 50.9 51.9 52.8 )
Thailand e R e R s e e e United States | 64.6 59.9 55.1 54.9 58.7 58.0 57.6 51.2
Canada 56.0 56.2 57.9 57.0 577 57.9 56.5 56.0 Germany 57.5 61.8 60.8 56.2 52.4 52.7 48.7 52.2
United States 62.1 63.4 61.1 60.7 58.4 58.3 57.7 55.5 France 57.8 56.8 56.3 56.2 56.6 57.4 57.0 53.1
Germany 65.1 65.9 62.6 58.4 57.8 57.4 57.4 59.8 Italy 56.7 58.0 58.0 55.5 52.4 55.9 53.0 48.5
France 59.0 58.0 57.5 55.0 53.6 55.9 55.6 56.8 United Kingdom| 62.4 59.6 55.0 55.4 59.1 58.5 53.6 54.1
Italy 62.2 60.3 60.9 59.7 61.1 62.8 62.0 58.3 Spain 62.5 61.9 60.1 56.9 56.6 59.8 55.8 46.6
United Kingdom | 63.9 60.4 60.3 57.1 57.8 58.1 57.9 57.3
Spain 60.4 59.0 59.5 58.1 57.4 57.1 56.2 56.2

* PMis which are early indicators for economic activities suggested that most countries have positive outlooks toward manufacturing
and service sector in the expansion zone (above 50).

« January PMIs data showed continuing issues in the manufacturing sector in U.S. and European countries as the impact of supply
crunches still existed in developed countries. Service sector took major hit in Europe as Omicron deterred economic activities.
Furthermore, as global inflation rose, lower consumption also affected service sector across the globe.

Sources: CEIC, Bloomberg, ttb analytics 4



Global trade volume and production returned to normal, Asian exports growth continued t b

Global trade and industrial production dropped Exports posted the return to normal trends
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2022 Global trends: Slower growth under higher costs and smaller monetary supports l; b
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U.S. labor markets tightened as unemployment dropped, broad-based inflation persists t b

Unemployment rate continued to drop Inflation climbed due to rising prices of various goods
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Retail sales growth remained solid despite higher costs
[0) o . -
5é_’0 » |n January, nonfarm payroll increased by 467,000 new jobs and with
_ higher adjustment to payrolls in previous months. The numbers
400 ——Retail Sales clearly showed strong improvement in U.S. labor market. The
300 Industrial Production unemployment rate increased slightly to 4.0%, as labor participation
' rose.
20.0 = Retail sales growth slowed down in January due to rising prices.
100 Retail sales still grew 13% (seasonally adjusted) in comparison to 7%

growth last year. Industrial production remained moderate at 4%

0.0 = |n December, price continued to rise from both goods and service
sector as energy price spiked from limited supply. PCE rose 5.8%
yoy while core PCE rose 4.9%.

-10.0
Oct-20 Jan-21 Apr-21 Jul-21 Oct-21 Jan-22

Sources: CEIC, US BLS, ttb analytics 7



European inflation continued to rise, service outlook dropped as Covid-19 cases spiked

Lo

Service outlook dropped as Omicron spread Inflation spiked to historic high
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In January, service and composite outlook tumbled further due
to effects of Omicron outbreak and inflation in Europe.
Manufacturing sector outlook increased slightly from resolving
supply chain issues.

European Union inflation continued to grow significantly 5.3% in
December with support from food and energy price. Core
inflation increased from last month to 3.1%, the highest level in
the year.

Retail trade decreased significantly due to Omicron and rising
prices while industrial production remained flat from last month.
Retail trade grew 3% in December while industrial production
rose only 1.3%.



PBOC cut rates to support China's economy, inflation slowed down Ub

Inflation slightly dropped in December

% YoY inflation % YoY
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Retail sales dropped low while production increased slightly
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China lending rate cut in December to boast demands
%YOY_ et tn RMB % RRR = InDecember, industrial output increased from a previous
33 & ' month with 4.3% growth. However, retail sales dropped to one-
31 year low at 1.7% growth. Fixed-asset investment remained weak
29 12 0
at 4.9%
%g = PBOC decided to inject short-term liquidity and cut several
71 8 lending rates in order to provide economic support to help
19 6 boast the economy which suffered from rising prices and zero-
Covid policy.
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goods. CPI grew 1.5% YoY. PPI growth also grew at slower pace
but remained high at 10.3% from rising commodities prices.
Sources: CEIC, Bloomberg, and ttb analytics 9
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Japan's inflation spiked in December, industrial production expanded L b

Japan's inflation spiked from energy price

Service outlook took a hit from returning Covid-19 cases
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Trade remained stable while production expanded
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» Service outlooks dropped again in January as Omicron cases

gg'g%YOY rose in cities which induced government measures to return.
15.0 The composite PMI dropped lowest in 3 months.

10.0
5.0 /\———-\ * Trade and production gain solid growths in December. Car and
0.0 / machine productions resume despite shortage issue in semi-
-5.0 —— — conductors continued.

-10.0

-15.0 \/ —Trade Index * Inflation remained high in December due to high energy price.

: : o .
-20.0 Industrial Production Index CPl expanded highest in a year at 1.5% while core CPI

-25.0 expanded 0.2%.
Mar-20 Jun-20 Sep-20 Dec-20 Mar-21 Jun-21 Sep-21 Dec-21

Sources: CEIC, Investing.com, ttb analytics 10



Russia-Ukraine conflict : major impacts through commodities , may post indirect effects to EU l', b

Historical Oil & Gold prices during major events
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Dec21: Thai economic activities steadily improved; Omicron variant was discovered l'_. b

Coincident Economic Index (sa)

Jan-21 Feb-21 Mar-21 Apr-21 May-21 Jun-21 Jul-21 Aug-21 Sep-21 Oct-21 Nov-21 Dec-21

Coincident Economic Index (sa) 98.2 99.7 99.9 99.1 99.7 99.7 98.8 98.0 98.9 99.8 100.2 100.9

: Import Volume index (exclude Gold) 95.3 99.6 98.1 100.1 106.2 101.5 103.5 109.8 101.1 104.0 99.8 112.6
.: Manufacturing Production Index 98.0 97.9 99.8 99.3 99.4 99.4 93.6 89.6 97.1 99.5 100.6 103.3
Gross Value Added Tax at 2000 price (Million bal 43,542 57,672 59,024 50,980 54,108 55,356 54,109 54,901 53,138 55,397 60,724 61,184
Domestic Automobiles Sales (Unit) 64,942 64,433 66,435 65,760 62,902 64,334 57975 43508 56,914 63,818 63,447 62,248

Sales Benzene, Gasohol & Diesel Index 82.0 97.6 104.8 87.9 81.1 86.9 74.5 70.0 80.0 86.6 91.7 100.8

VAT Hotel & Restaurant Index 20.0 34.7 38.3 20.2 18.9 28.2 215 21.1 29.2 36.9 45.2 47.0

Imports of Capital Goods at 2010 price (Milion U¢ 3,880.0 | 4,176.0 4,153.4 4,074.2 3,985.8 4,1442 4,171.3 4,2265 4,1529 4,049.1 4,018.8 4,1425
Domestic Machinery Sales at 2010 price (Million 78,242 78,928 80,103 81,757 82,275 83,744 81,822 76,290 @ 83,409 84,047/ 83,360 84,495

% YoY % YoY 30 % YoY
Base effect Dec 21
5 S Momentum 6.8%YoY
10 =O=MPI

-15 -15
1.1%YoY 7.4%YoY -10
=O=Agricultural products =O=Service production index
-35 -35 -30
Jan-20 May-20 Sep-20 Jan-21 May-21 Sep-21 Jan-20 May-20 Sep-20 Jan-21 May-21 Sep-21 Jan-20 May-20 Sep-20 Jan-21 May-21 Sep-21

Source: Bank of Thailand 13



Omicron variant start in Jan-22 with limited impact, expect to be felt in the 15t Quarter l', b

Google Mobility Report

Covid-19 Impact
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Source: Google Mobility Report and ttb analytics
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Domestic demands steadily improved with upcoming weaker sentiments due to Omicron outbreak

Lo

Private Consumption (sa) Private Investment (sa)

Index sa

Dec 21
110 -1.2%YoY
2.2 %mom sa
100
90
80
70 [] PCl (sa)
= Durables Index (sa)
60 Non-Durables Index (sa)
- Services Index (sa)
50 Consumer confidence index (RHS)
Jan-20 Apr-20 Jul-20 Oct-20 Jan-21  Apr-21 Jul-21 Oct-21

» Private consumption in dec-21 steadily rebounded from last

month and has reached pre-pandemic level. While non-durables

and services continuously improved, durables showed sign of
deceleration after much accelerating in previous month.
= These improvements were due to slowly improvement in

employment conditions both in agriculture and non-agricultural

sector, easing restriction measure and spillover from
government's stimulus program (Half-half scheme etc.)

Source: Office of Agricultural Economics, UTCC and ttb analytics
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Private Investment Index (PII) (sa)

Construction Material Sales Index (sa)

Imports of Capital Goods (sa)
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Index
125

-15

IIIID

50
Jan-20

-20

May-20 Sep-20 May-21 Sep-21 Jan-22

= Private investment showed continuous improvement both
in equipment and equipment categories and construction
category, in line with better business sentiment and
improved overall economic situation.

= While imports of capital goods and domestic machinery
sales recovered, Motor vehicles for investment drop after
a peak in last month.

= Construction activities improved, but labor shortage and
rising material cost would weigh on construction rebound.

BSI-50

15



Both of Inbound tourists and Thai visitors hit a record high in Dec 2021

Lo

Total foreign tourist inbound

Persons TN
250,000 { 230,497

427,869 persons Year 2021
200,000
150,000
100,000

50,000

6,556
7,694

1,201
3,065
5,741
6,737
8,529
6,052

0
Oct-20 Dec-20 Feb-21 Apr-21 Jun-21 Aug-21 Oct-21 Dec-21

Persons Tourist by nation
200,000 149,314 As of Dec 2021
150,000
100,000
50,000 21,050 7,953 6,792 12,342 32,311
| —

Dec-21

H Europe The Americas B South Asia B Oceania M Middle East M East Asia

» As of Dec21, foreign tourist inbounds hit the record high of
the year due to that Thailand reopening its border without
restricted quarantine since Nov21. European was majority of
inbound foreigners.

Source: CEIC, TAT Intelligence Center and ttb analytics
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Number of Thai visitors

llion persons

71.9 mn persons (Y2021) 216.4 bn baht (Y2021)

suldnndidudouau
Tvenis?) 2564 (Fuuwm, )

' 52,547

58

Jan-21
Feb-21
Mar-21
Apr-21
May-21
Jun-21
Jul-21
Aug-21
Sep-21
Oct-21
Nov-21
Dec-21

25 (s

The number of Thai tourists continuously rose in Dec21 in line with
the improvement in domestic situation, higher vaccination rate and
easing domestic containment measures, accompanied with spillover
from government’s domestic tourism stimulus package.

Totally, there was 71.9 million Thai tourists in 2021, much greater than
15.2 million persons last year.
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Only THB115bn available liquidity from the loan decrees to support economy for the remaining of Y2022 ub

Progress on 1-trillon Stimulus Package (as of Feb2022) Progress on 500bn Stimulus Package (as of Feb2022)

THBbnN . . ) THBb i i i
1900 O Budget Bl Cabinet Approved B Disbursed M Available Budget 600 " OBudget DCabinet Approved M Disbursed M Available budget
1,000 500
1000 M 500 p— 403
773 ;J 400
800 el 336
— 276 295
600 72| K e 300
400 I(Z%Of\ 200 164 127
227 710 budget)’ & 60
200 1 100 37
0 [l 0 77 [
Financial Aid &Health- Economic& Social Total THB1trn Financial Aid &Health- Economl.c‘& S.oual Total THB500bn
e Related Plans Rehabilitation
Related Plans Rehabilitation

: . : : . State Owned Enterprise Investment
Current Expenditures(FY2022) : 887bn Public Investment Expenditures(FY2022) : 97bn

o/ M
100 % Disbursement

8o % Disbursement 100 % Disbursement*

96..4 70.9 88
70
I FY2022 I 2021 769 209

80

I FY2022 80

60
g0 =—O=—FY2021 5 =0=FY2021 —0—2020
60

—O—FY2020 =O=FY2020

40
36

40

26 40

17.6

30
20 20

89 20
10

0

Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Source: NESDC, FPO, SEPO and ttb analytics * Accumulated disbursement /Full year Plan 17



In 2021, Thai exports remain in a recovery path despite new Omicron Variant outbreak

Lo

Total Export Growth Exports value by destination*

2019

2021

2022F

-2.6%
$ 246 bn

-

~

17.1%
$ 271 bn

<=
4.5%

$ 283 bn

60% %YoY

50% ASEAN mmm CHINA

40% pEEEFU(+UK) mmmJAPAN

30%

I USA Il OTHERS

20%
= Total
10%
0%
-10%
-20%

-30%

-40%
U.A.-2010.6.-20N.A.-20 Q.A.-20 U.A.-21 W.&.-21 N.A.-21 .A.-21

Imports value by groups* Total Import Growth

60% %YoY

50% I Capital goods
40%

I Raw materials and
30% intermediate goods

Consumer goods
20%

10% —Total I
0% a
-10%
-20%
-30%

-40%
U.A.-20 W.8.-20 1.A.-20 O.A.-20 U.A.-21 W.e-21 A.A-21 a.A.-21

2019 -4.8%

$ 236 bn

~

-12.7%
$ 206 bn

2020

-

~

2022F 3.5%

$ 277 bn

» In 2021, Thai exports remained in a recovery trend. Demand from most key exports markets was higher in manufactured products
(China +24.8%yoy,US +21.5%yoy, ASEAN +17.2%yoy).
» Thai Imports, consumer goods and raw material grew in line with the recovery in domestic demand and manufacturing production.

Source: MOC and ttb analytics
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In 2022, Thailand export will grow 4.5% due to global demand recovery with inflation

Lo

Total Export
(USD term)

4.5%

(2021 +17.1%)

USA 5.0%
(2021 +21.5%)

Top 3 Exports

e Elec./Computer & Parts
e Elec. Home Appliance

e Automotive & Parts

Top 3 Exports

e Fashion Products

e Elec./Computer & Parts
e Automotive & Parts

Positive Factor

Global demand recovery

< o
Baht Appreciation = Q- | ﬁ‘

Recovery of global supply
chain capacity

Market Growth and Top Products
EU+UK _2.1%

(2021 +21.2%)

7.1% ASEAN 2.6%

hin
C a (2021 +24.8%) (2021 +17.2%)

Top 3 Exports Top 3 Exports

e Agro Products e Automotive & Parts

e Elec/Computer & Parts e Elec./Computer & Parts
e Chemical e Chemical

Negative Factor

New Outbreak of Covid-19
Omicron

Geopolitics Risk

High commodity price
& Rising Inflation

2.5%

n
Japa (2021 +9.5%)
Top 3 Exports

e Elec./Computer & Parts

e Automotive & Parts

=y,
@

Source: Bank of Thailand, MOC and ttb analytics

u

(—

Export Growth by Industry Groups

e Foods
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GDP 2022: Forecast and Contribution Ub

Private Private Government Government/ Export Import \Total export  Total import
Consumption Investment Consumption Investment Goods Goods services services
share (55%) (16%) (18%) (8%) (66%) (60%) (5%) (12%)
14.9 18.3 16.2 20.0
GDP 8.7
2021 1.6% ' il s ==l
2022F 3.6%
[ 21 %YoY '22 %YoY ]
17.%* 4.5%* 29.8%* 3.5%"
in USD in USD inUSD inUSD 228
Contribution
2022

113 116 100

104
100

n7 114
107 m 106 110
100 g9 o9 100 100 100 101 % 106
. 100 41
Comparison to I I I I L % I I I I 100 108 0 5 I %2 I
. 94 79
Pre-Covid level = B I I = I & l [] l — l

19 '20 '21 '22 "9 '20 21 ‘22 "9 '20 '21 '22 19 '20 '21 22 19 '20 '21 '22 19 '20 '21 ‘22 19 '20 '21 '22 19 '20 '21 '22

(*"GDP constant Private Private Government Government Export Import Total export Total import
Price 2002*)  Consumption Investment Consumption Investment \_ Goods Goods ) services services

Source: NESDC and ttb analytics 20



January inflation rose 3.23%, 1Q22 inflation likely to reach 4%, being above BOT’s target l'_, b

In Jan 2021, Thai inflation rose from food and transportation There has not been a broad-based

price increase

2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 (2016|2017 2018|2019(2020|2021(2022

Motor Fuel
CPI -083 330 381 301 219 190 -0.90 0.19 0.67 107 0.71 -0.84 1.24 3.23 Eggs
Cooking oil
Food 454 543 794 489 341 394 114 160 0.01 041 2.32 1.23 -0.12 2.39 Vegetables
Utilities
Housing -155 203 131 273 190 141 059 -099 0.17 103 0.42 -1.02[-1.69 0.74 Meats - Top 5 increase
Sugar == 1) Motor Fuel (28%)
2 2 '
- - - - - P d food - |
Transport | -941 381 173 158 134 0.09 -6.52 -175 237 231 -114 -453 7.81 9.44 repare I:Zh - i 2) E ggs (23%) :
(%) Construction Materials n i 3) COOking Qil i
. . . Poul ! . !
5.00 Thai inflation is expected to rise above Home appli:::;Z : ! (20%) 0 .
4.00 BOT's target range in 15t quarter bublic Transoortati . 4) Vegetables (6%) |
portation | \ . I t (30/ ) !
300 _____________________________ - Labor costs 1 \\?) Utl I IeS o _’,/
200 Milk and Dair I
Cleaning Supplies R TO 5 decrease A
oo\ oA e A_ .l"_\m D_\_ A [ - Maintenance Service Fees | |' p 0 :
0.00 \/ v ‘ v Furnitures Lo 1) RIC.e (_9/0) i
100 —Consumer Price Index Servant and Maid i 2) Fruits (-3%) |
200 Auto parts . 3) Seasonings (-2%)
' Core Consumer Price Index Ve:d‘is ' 4) Communication !
-3.00 ents . : o |
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Throughout 2022, Thai inflation can reach 2.0% for baseline and 4.3% for worse case

Lo

Thailand's inflation:

% yoy, contribution

10

o N A O

Jan-03
Jul-03
Jan-04
Jul-04

Jan-05

Jul-05
Jan-06
Jul-06

Jan-07

Jul-07
Jan-08

® O
2
5 c

©
)
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CPI: Transport & Communication (TC)
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Baseline and Severe case 2022

I CPI: Housing & Furnishing (HF)

= Consumer Price Index
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Jul-17

Jan-18

Jul-18
Jan-19

Worse

Jan 22
3.2%

1 Baseline

Jul-19
Jan-20
Jul-20
Jul-21
Jan-22

Jan-21
Jul-22

Forecast 2022

o [ oese | Worss

Q1/22 40%  40%
Q2/22  22%  46%
Q3/22  18% 5.0%
Q4/22  -01%  37%
Dubai 72-85$  90-110$

Note: Worse case would be
applied if energy sanction is
lifted against Russian over
geopolitical dispute such that
Dubai will reach 90-110$/barrel,
Thai HCPI could reach 4.3%

Dubai oil price : Baseline and Severe case 2022 Baseline Inflation factors 2022
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Worse

Energy price
= Extreme winter condition
» Shortage of petroleum production

Fresh food price
= African swine fever on pork

Coreinflation
= Omicron outbreak

Q1/22 Q2/22 Q3/22 Q4/22
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.Accelerateinflation 0 Decelerate inflation

Coreand Non-Core
Components
» Supply bottleneck across the globe

0060

» High shipping cost
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MPC rate to hold throughout 2022, FED likely to hike in March Ub

High correlation of long term 10Y TGB and UST Fed will hike 4 times this year while BOT rate staying flat

700 (%) 6.00 (%)
—THGOV10Y —FED funds rate
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400 i
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= Factor that would affect FOMC's decision ===== Factor that would affect MPC's decision
m— ¢ Broad-based improvement in labor markets e Long term economic impact in domestic consumption
| L . .
e Persistent long-term inflationary pressure e Tourism recovery in 2022

Source: BOT, FED and ttb analytics 23
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Lo

TGB curve continues to be steepen while UST curve starts to flatten

10 — 2Y TGB Yield and Spread

10 — 2Y UST Yield and Spread
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Large foreign fund flow into stock and bond markets with weakness of DXY impacted USDTHB h b

Large Fund Flow continue to drive THB strength MTHB 2022 USDTHB Projection
USDTHB

I Foreign Net Bond Flow (RHS) 150,000 35
3350 Foreign Stock Net Flow (RHS) 125,000 34 = USDTHB USDTHB_F 335 335
100,000 . 33 33
32.50 75,000
50,000 32
31.50
A «' II I' 25,000 31
3050 rr‘l“r"““-r "y 0 30
-25,000 09
29.50 -50,000 8
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z 5 > E g 3 g 27
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Thai Current Account back to negative 8§ & % 3 @® & 2 3 8 3 9% 3
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200,000 MTHB
A : :
150,000 . I = USDTHB is very volatile, pulled back even more from 33.40 to 32.30
100,000 ' l level in Feb-21 as there is large foreign fund flow into stock and bond
50,000 I ! I I ' | . I I I I I I I I markets with weakness of DXY as Fed hawkish has not reached market
e . | A A H
- s I I EESRNRRE I I expectation.
-50,000 I I I I I I I I I I l l » For Thai economy, we expect more incoming down-side risk as Thai CPI
-100,000 I in January rose by 3.23%, up from 2.17% a month earlier. Moreover, Thai
I Trade Balance . c o 0 0 0 q
-150,000 _ _ producer prices jumped 8.7% while the economic recovery is at risk to
I Services, Primary & Secondary Income
-200,000 c be slow down.
urrent Account
-250,000 » January's US CPI was strong again with headline and core inflation at
°~.>’ § § § § § R§ P R D S 40-year highs of 7.5% and 6.0% respectively pressured Fed to lift rates
e § & T 3 & 3 s £ & 3 g 2
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at least 5 times in 2022.
Source: Bloomberg, CEIC, and ttb analytics



Other projections : Dollar down for a while as Fed hawkish has not reached market expectation L b

EURUSD : ECB facing spike inflation but not rush to hike

EURTHB Trend EURUSD Trend
* The euro area unemployment rate in December fell to 7.0%, the lowest since the 20 1.25
formation of the single currency while inflation at 5.1% YoY in January is a record high. 39 o0
« We expect the ECB to decide at its next meeting in March that it will end all its 38 T s '
Quantitative Easing (QE) programmes this year, enabling the ECB to make its first 37 s P
25bps rate hike in December, rather than wait until 2023. o 110
» Despite a more hawkish ECB, we expect that monetary policies will still diverge in 34 1.05
favour of the Fed as there will more monetary policy gap. Thus, a more hawkish ECB is 33 100
also not obviously positive for the EURUSD. 32
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GBPUSD : Eventually Fed hawkish stance will outpace BoE

. e . . ) ) GBPTHB Trend GBPUSD Trend
* Faced with three-decade high inflation at 5.4% as the first chart shows, the BoE lifted
its Bank Rate for the second meeting in a row, this time by 25bps to 0.50%. This was in >0

line with expectations while four of the nine Monetary Policy Committee members 45
surprisingly voted for a 50bps hike.

* The BoE also said it would start shrinking its balance sheet to reduce inflationary
pressures.

* It is expected the BoE will now raise its Bank Rate three times more in 2022 in March, 35

May and August to 1.25%. This will provide more support to the GBP when upcoming 20
Federal Reserve rate hikes are set to boost the USD.
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USDCNY : PBoC to focus on domestic growth and support economy

 PBoC has just cut medium-term lending facility (MLF) loans by 10 basis points to 2.85% CNHTHB Trend USDCNH Trend
from 2.95% as China's economy still faces downward pressures especially in property 6.00
sector accounted for 25% of GDP if including its supply chain so that China's central < L oo
bank will likely move cautiously on loosening monetary policy to support the economy. ' 5™ 700
* Though China GDP grew 8.1% in 2022, economic growth is slow down in the fourth >0 6.80 660
quarter with only 4.0% growth from year earlier. 450 6.60 650
* Overall, we still believe that PBoC will focus on supporting domestic growth as 6.0% 4.00 6.40
GDP growth likely to be their target. Moreover, DXY seems to be undervalued now, so 3.50 :ég
we expect USDCNH to be bullish soon. 3.00 5.80
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Source: Bloomberg, CEIC, and ttb analytics
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