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Japan's service activity maintains firm pace as demand picks up

Japan's service activity maintains firm pace as demand picks up

Japan's service activity maintained a brisk pace of growth in June as the relaxation of pandemic-related restrictions revived consumer
demand, a private-sector survey show. The final au Jibun Bank Japan Services purchasing managers' index (PMI) fell to a seasonally
adjusted 54.0 last month from a record-high 55.9 in May. That compared with the flash reading of 54.2 and remained well above the
50-threshold separating expansion from contraction for the 10th straight month. Business expectations for the coming year were also
firm but slightly down from previous months, according to the survey. The government has scrapped strict pandemic-related border
controls and reclassified COVID-19 as the same level as the seasonal flu.

South Korea consumer inflation hits 21-month low

South Korea's consumer inflation slowed more than expected and hit a 21-month low, official data showed on Tuesday, weighed by
falling oil and agricultural product prices. The consumer price index rose 2.7% in June from a year earlier, compared with an increase
of 3.3% in May and a median forecast of 2.85% in a Reuters survey of economists. It softened for a fifth consecutive month and
marked the weakest annual increase since September 2021, according to Statistics Korea. Core inflation, which excludes volatile food
and energy prices, slowed to 3.5% from 3.9% a month before, marking the slowest annual rise since May 2022. Service providers said
price pressures were persistent in June although input inflation dropped to the lowest level since March last year.

Hong Kong May retail sales rise 18.4%, sees support from local consumption

Hong Kong's May retail sales rose 18.4% from a year earlier in the sixth consecutive month of growth thanks to the revival of inbound
tourism and positive consumption sentiment which should support growth in coming months. Sales increased to HK$34.5 billion ($4.40
billion). That compared with a revised 14.9% rise in April and 40.8% growth in March. Strict COVID-19 restrictions have weighed on Hong
Kong's economy since early 2020. But all border checkpoints were reopened fully in early February and the city dropped its COVID-19
mask mandate from March 1 in a move to lure back visitors and restore normal life. The headline index was flat on a monthly basis,
compared with a 0.3% rise in the previous month and a 0.2% increase expected by economists.

Spread between 2- and 10-year Treasuries at deepest inversion since ‘81

The 10-year government bond yield (interpolated) on the previous trading day was 2.54, -2.55 bps. The benchmark government bond
yield (LB31DA) was 2.56, -2.00 bps. LB31DA could be between 2.30-2.80. Meantime, the latest closed US 10-year bond yields was
3.86, +5.00 bps. USDTHB on the previous trading day closed around 35.00 Moving in a range of 34.88-34.94 this morning. USDTHB
could be closed between 34.70-35.20 today. A widely watched section of the U.S. Treasury yield curve hit its deepest inversion on
Monday since the high inflation era of Fed Chairman Paul Volcker, reflecting financial markets' concerns that an extended Federal
Reserve rate hiking cycle will tip the United States into recession. The closely-watched spread between the 2-year and 10-year U.S.
Treasury note yields hit the widest since 1981 at -109.50 in early trade, a deeper inversion than in March during the U.S. regional
banking crisis. The gap was last at -108.30 bp. Signs of strength in the U.S. economy have prompted market participants to pricein the
possibility of additional rate hikes this year to keep inflation in check. Futures markets had reflected rate cuts at the central bank's
September meeting as recently as May and are now projecting that the first cuts will come in January.
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