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Unemployment Rate
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Annual Umemployment Rate
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Labour Force

in Thousands Jan-Mar Apr-Jun Jul-Sep Oct - Dec

Year Q1 Q2 Q3 Q4
413,248 415631 417,897 420,258
422318 424436 426,384 428,477
430,273 431,909 434,140 435,667
437,460 439,150 440,678 442,042
444,001 446,149 447,658 448,951
450,423 452,086 453,447 454,916

455,252 401,116 421,834 427,772

430,633 435,459 441,693 447,526
452,260 455,918 459,855 462,343
465,039 467,298 469,299 471,150

w 473,462 475,284 - -
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CONSUMER PRICE INDEX

The Consumer Price Index for All Urban Consumers (CPI-U)
declined by 0.1 percent on a seasonally adjusted basis, follow-
ing a stable rate in May, according to the U.S. Bureau of Labor
Statistics. Over the past 12 months, the all items index surged

by 3.0 percent before seasonal adjustment.

In June, the index for gasoline fell by 3.8 percent, following a
3.6 percent decline in May, which more than offset the in-
crease in shelter costs. The overall energy index dropped by
2.0 percent, mirroring the previous month's decline. Mean-
while, the food index rose by 0.2 percent, with the food away
from home index increasing by 0.4 percent and the food at

home index rising by 0.1 percent.

The index for all items excluding food and energy increased
by 0.1 percent in June, a slight decrease from the 0.2 percent
rise in the preceding month. Notable increases were seen in
the indexes for shelter, motor vehicle insurance, household
furnishings and operations, medical care, and personal care.
However, the indexes for airline fares, used cars and trucks,

and communication saw decreases during the month.

Over the 12 months ending in June, the all items index rose
by 3.0 percent, down from the 3.3 percent increase for the 12
months ending in May. The index for all items less food and
energy increased by 3.3 percent, marking the smallest 12-
month rise since April 2021. The energy index saw a 1.0 per-
cent increase, while the food index rose by 2.2 percent over

the past year.
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PRODUCER PRICE INDEX

In June, the Producer Price Index (PPI) for final demand increased by 0.2

percent on a seasonally adjusted basis, according to the U.S. Bureau of

Labor Statistics. This follows an unchanged rate in May and a 0.5 percent

increase in April. Over the 12 months ending in June, the unadjusted final

demand index rose by 2.6 percent, the largest advance since the 2.7 per-

cent uptick for the 12 months ended March 2023.

In June, the index for final demand saw an increase primarily driven by a
0.6 percent rise in prices for final demand services. However, this increase
was offset by a 0.5 percent decrease in the index for final demand goods,

indicating mixed trends within the overall demand sector.

When excluding foods, energy, and trade services, prices remained un-
changed in June after a 0.2 percent increase in May. Over the past year,
the index for final demand less these categories increased by 3.1 percent,
highlighting ongoing inflationary pressures in certain sectors while show-

casing stability in others.
Product Details:

The index for final demand goods fell significantly, with over 60% of the
decrease due to a 5.8% drop in gasoline prices. Additional declines were
seen in processed poultry, residential electric power, diesel fuel, jet fuel,
and fresh and dry vegetables. Conversely, chicken egg prices surged by
55.4%, and increases were noted in residential natural gas and aluminum
base scrap. For final demand services, over a quarter of the June price
increase was due to a 3.7% rise in margins for machinery and vehicle
wholesaling. Other contributors included retailing of automobiles, fuels,
lubricants, and computer products, as well as professional equipment
wholesaling. However, prices fell for truck transportation of freight, par-
tial residential real estate loans, and machinery parts and supplies whole-

ling.
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U.S. DOLLAR

As at the end of June 2024, the US dollar has strengthened
against the Canadian dollar (+0.12%), the Great British Pound
(0.67%), the Euro (1.17%) and the Japanese Yen (+2.38%). The US
dollar closed on June 28, 2024, at USDCAD 1.3699, GBPUSD
1.2646, EURUSD 1.0708, USDJPY 160.69.

FXSTREET Daily highlighted, “The US dollar (USD) faced pressure
after the June consumer price index revealed the slowest rise in
underlying inflation in three years, prompting a decline in the
Dollar Index (DXY) by 0.9%. Although it rebounded slightly in Asia
trading, the report, indicating a monthly decline in headline CPI
and minimal growth in core CPI, bolstered expectations for an
imminent shift from the Federal Reserve towards rate cuts. Ana-
lysts predict the Fed will signal potential cuts at the upcoming
FOMC meeting, contributing to a projected further decline in the
USD, with expectations of reaching 103—104. Concerns over the
US fiscal deficit and a deeper rate-cutting cycle are seen as chal-
lenges for the dollar in both the short and long term.”

FX Rate Movement
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U.S. TREASURY YIELD CURVE

Treasury Par Yield Curve Rates closed June 2024 at the follow-

ing rates:

e 1month: 5.47%
e 1lyear: 5.09%
e Syears: 4.33%
e 10vyears: 4.36%
e 20years: 4.61%
e 30vyears: 4.45%

U.S. Treasury yields continued its downward trend from June
following a dip in the June 2024 inflation data, indicating the
Federal Reserve might lower interest rates this year. The 10-
year Treasury yield dropped by 7.4 basis points to 4.205%,
and the 2-year vyield fell by 11.9 basis points to 4.511%. The
June consumer price index (CPI) decreased by 0.1% from the
previous month, bringing the annual rate to 3%, the lowest in
over three years. Core CPI rose 0.1% monthly and 3.3% annu-
ally, both below expectations. This inflation improvement
increased the likelihood of a September rate cut, with odds
surpassing 80% according to the CME FedWatch Tool, alt-
hough traders still anticipate no change at the upcoming Fed
meeting. Federal Reserve Chair Jerome Powell expressed con-
cerns about maintaining high rates for too long, suggesting
potential economic harm.

U.S Treasury Yield
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GOVERNMENT DEBT/ DEFICIT

Budget Totals, October - June

Billions of Dollars
Preliminary, FY
04

3413 375 R
4,806 5030 il
139 1273 18

Actual, FY 2003

Estimated Change

FEDERAL RESERVE MINUTES

The Federal Reserve, in its meeting ended June 12, 2024, reports solid Federal Funds Target Rate

=

economic growth with strong job gains and low unemployment, though

v

inflation remains elevated despite some recent progress toward their 2

=

percent target. The Fed decided to maintain the federal funds rate at 5.25
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Interest Rate
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-5.5 percent, with no expected rate reductions until inflation trends more
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sustainably toward 2 percent. They will continue reducing holdings of
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tary policy as needed based on labor market conditions, inflation pres-

e Upper Bound === Lower Bound
sures, and other economic indicators.

On June 12, 2024, The Federal Reserve has made the following decisions to implement the monetary policy stance announced by

the Federal Open Market Committee in its statement, effective June 13, 2024:

e Undertake open market operations as necessary to maintain the federal funds rate in a target range of 5% to 5% percent.

e Conduct standing overnight repurchase agreement operations with a minimum bid rate of 5.5 percent and with an aggregate
operation limit of $500 billion.

e Conduct standing overnight reverse repurchase agreement operations at an offering rate of 5.3 percent and with a per-
counterparty limit of $160 billion per day.

e Roll over at auction the amount of principal payments from the Federal Reserve’s holdings of Treasury securities maturing in
each calendar month that exceeds a cap of $60 billion per month. Redeem Treasury coupon securities up to this monthly cap
and Treasury bills to the extent that coupon principal payments are less than the monthly cap.

e Reinvest into agency mortgage-backed securities (MBS) the amount of principal payments from the Federal Reserve’s holdings
of agency debt and agency MBS received in each calendar month that exceeds a cap of $35 billion per month.

e Allow modest deviations from stated amounts for reinvestments, if needed for operational reasons.

e Engage in dollar roll and coupon swap transactions as necessary to facilitate settlement of the Federal Reserve’s agency MBS
transactions.
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GLOBAL ECONOMIC REVIEW

The Global Economy

Global trade and activity strengthened
early in the year, driven by robust tech-
nology exports from Asia. Despite posi-
tive growth surprises in many countries
relative to the April 2024 WEO, Japan
and the United States faced notable
slowdowns due to supply disruptions
and moderating consumption, respec-
tively. Europe showed recovery signs
through improved services activity,
while China's domestic consumption
and temporary export surge boosted its
economy. These developments have
reduced output divergences across
economies. However, global disinflation
momentum has slowed, with persistent
services inflation and brisk wage growth
impacting policy decisions. The U.S.
experienced a delay in policy normaliza-
tion due to increased inflation, while
other advanced economies like the eu-
ro area and Canada are progressing in
the easing cycle. Emerging market cen-
tral banks remain cautious about rate

cuts due to external risks and currency

depreciation against the dollar.
Forecast Highlights

Global growth is projected to align with
the April 2024 World Economic Outlook
forecast, at 3.2 percent in 2024 and 3.3
percent in 2025. Varied activity mo-
mentum has narrowed output diver-
gences as economies align with poten-
tial. Services price inflation is hindering
disinflation,

complicating monetary

policy normalization, and increasing

D

inflation risks, potentially leading to pro-
longed higher interest rates amid rising
trade tensions and policy uncertainty. To
manage these risks and sustain growth, a
carefully sequenced policy mix is neces-
sary to achieve price stability and rebuild

economic buffers.

Risks to the global outlook

Risks to the global economic outlook re-
main balanced, but some near-term risks
have gained prominence. Upside risks to
inflation arise from persistent services
inflation and renewed trade or geopoliti-
cal tensions. High nominal wage growth
and weak productivity may lead to sticky
inflation, while escalating trade tensions
could increase import costs. These fac-
tors raise the likelihood of prolonged
higher interest rates, which could disrupt
capital flows, impede monetary easing,
and affect growth and financial stability.
Election-related policy shifts could wors-
en debt dynamics and increase protec-
tionism, while multilateralism and macro-
could enhance

structural  reforms

productivity and growth globally.

7

Volume 2 July 23, 2024

Forecast for Advanced Economies
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