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Market Watch

Fed policy drags markets

Summary

US equities fell sharply on Friday following renewed
inflation and Fed reaction worries. The S&P500 fell 2.8%
and the Nasdaq fell 2.6%, while the USD index rose 0.6%.

Fed Chair Powell said a 50bps rate hike was “on the
table”, while ECB Vice-Chair Guindos said a rate hike was
“possible” from July. Market expectations for long-term US
inflation rose above 3%.

Market technicals, US earnings are next key factors to
watch. 180 S&P500 companies due to report earnings this
week, including some of the largest by market capitalisation.

In Europe, incumbent President Macron’s win in the second
round of the presidential election removes one uncertainty. A
ceasefire in the Ukraine conflict could lift sentiment further.

Background

US equities fell sharply on Friday following renewed
concerns over the pace of Fed tightening. The S&P500
fell 2.8%, led by Materials and Healthcare sectors, while the
Nasdag index fell 2.6%. In Europe, the Stoxx 600 fell 1.9%,
while, in China, the Shanghai Composite rose 0.2% as
regulators asked domestic banks and insurers to support
equity markets.

Fed Chair Powell’s comments at IMF meetings were
likely a main factor behind Friday’s drop in equities.
Powell said that (i) a 50bps rate hike was “on the table” for
the next policy meeting, (i) that investors were “reacting
appropriately” by anticipating several 50bps rate hikes and
(i) that the Fed’s goal was to address the inflation challenge
“without a slowdown that amounts to a recession”, while
noting that doing so would be “very challenging”.

Rising inflation expectations and ECB policymaker
comments likely added further pressure. In the US, 10-
year inflation expectations rose to 3.04%, the highest since
25 March, while in Europe, 10-year inflation expectations
rose to 2.4%. While a lot of the focus was on Powell and likely
Fed policy, a comment by ECB Vice-President Guindos that
a rate hike was “possible” after July stood out, though
President Lagarde remained more ambivalent.
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Friday’s weakness was led by US equities, while the
USD strengthened
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Market expectations of US inflation have continued to
rise recently

US 10-year inflation expectations, as measured by inflation
breakevens on Treasury inflation-protected securities
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What does this mean for investors?

Markets are likely to remain sensitive to any shifts in
interest rate expectations, especially in sectors such as
technology which tend to be more sensitive to changes in
bond yields in the short term. However, with a fairly
aggressive rate hiking cycle now priced in the US, the room
for further upside surprise looks limited unless a new energy
price shock or intensifying supply chain disruptions lead to a
further rise in the market’s inflation expectations. Instead, we
would be on watch for upside surprises in Europe or Japan
where expectations of monetary policy tightening remain far
more muted.

Earnings this week are likely to be crucial. As we pointed
out in the Weekly Market View (A promising start, 22 April),
QL1 earnings are likely to be the next key catalyst. So far, the
picture has been positive, with about 77% of company
earnings surprising positively (vs. the long-term average of
66%). However, about 180 companies are due to report this
week, including some with the largest market capitalisations.
We would keep a close watch on the earnings surprise ratio
as well as any indications of how profit margins are evolving.

US equity market technicals remain mixed. Even after
Friday’s drop, S&P500 technicals remain consistent with a
rangebound outlook in the near term, with the next key
supports near 4200 and 4100. For the US 10-year
government bond yield, which is a key indicator for Fed policy
and inflation expectations, 3% and 3.26% remain key
technical resistance levels.

— Manpreet Gill, Head FICC Investment Strategy

-— Zhong Liang Han, Investment Strategist

S&P500 technicals continue to offer a rangebound
outlook for now, with the next key support 4.0% below
Friday’s close
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notify the sender immediately. This document is being distributed for general information only and is subject to the relevant
disclaimers available at https:// www. sc. com/en/regulatory-disclosures/#market-commentary-disclaimer. It is not and does not
constitute research material, independent research, an offer, recommendation or solicitation to enter into any transaction or
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Copyright © 2022, Accounting Research & Analytics, LLC d/b/a CFRA (and its affiliates, as applicable). Reproduction of content
provided by CFRA in any form is prohibited except with the prior written permission of CFRA. CFRA content is not investment
advice and a reference to or observation concerning a security or investment provided in the CFRA SERVICES is not a
recommendation to buy, sell or hold such investment or security or make any other investment decisions. The CFRA content
contains opinions of CFRA based upon publicly-available information that CFRA believes to be reliable and the opinions are
subject to change without notice. This analysis has not been submitted to, nor received approval from, the United States
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CFRA, ITS THIRD-PARTY SUPPLIERS, AND ALL RELATED ENTITIES SPECIFICALLY DISCLAIM ALL WARRANTIES,
EXPRESS OR IMPLIED, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS
FOR A PARTICULAR PURPOSE OR USE, to the full extent permitted by law, regarding the accuracy, completeness, or
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the opinion. This opinion is not independent of Standard Chartered Group’s trading strategies or positions. Standard Chartered
Group and/or its affiliates or its respective officers, directors, employee benefit programmes or employees, including persons
involved in the preparation or issuance of this document may at any time, to the extent permitted by applicable law and/or
regulation, be long or short any securities or financial instruments referred to in this document or have material interest in any
such securities or related investments. Therefore, it is possible, and you should assume, that Standard Chartered Group has a
material interest in one or more of the financial instruments mentioned herein. Please refer to https://www.sc. com/en/banking-
services/market-disclaimer.html for more detailed disclosures, including past opinions/ recommendations in the last 12 months
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express written consent of Standard Chartered Group.
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China Mainland: This document is being distributed in China by, and is attributable to, Standard Chartered Bank (China) Limited
which is mainly regulated by China Banking and Insurance Regulatory Commission (CBIRC), State Administration of Foreign
Exchange (SAFE), and People’s Bank of China (PBOC). Hong Kong: In Hong Kong, this document, except for any portion
advising on or facilitating any decision on futures contracts trading, is distributed by Standard Chartered Bank (Hong Kong)
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any of the contents of this document, you should obtain independent professional advice. Any product named herein may not
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for any loss or damage arising directly or indirectly (including special, incidental or consequential loss or damage) from your use
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future performance. You should seek advice from a financial adviser on the suitability of an investment for you, taking into
account these factors before making a commitment to invest in an investment. To unsubscribe from receiving further updates,
please click here. Please do not reply to this email. Call our Priority Banking on 0302610750 for any questions or service queries.
You are advised not to send any confidential and/or important information to the Bank via e-mail, as the Bank makes no
representations or warranties as to the security or accuracy of any information transmitted via e-mail. The Bank shall not be
responsible for any loss or damage suffered by you arising from your decision to use e-mail to communicate with the Bank.
India: This document is being distributed in India by Standard Chartered Bank in its capacity as a distributor of mutual funds and
referrer of any other third-party financial products. Standard Chartered Bank does not offer any ‘Investment Advice’ as defined
in the Securities and Exchange Board of India (Investment Advisers) Regulations, 2013 or otherwise. Services/products related
securities business offered by Standard Charted Bank are not intended for any person, who is a resident of any jurisdiction, the
laws of which imposes prohibition on soliciting the securities business in that jurisdiction without going through the registration
requirements and/or prohibit the use of any information contained in this document. Indonesia: This document is being
distributed in Indonesia by Standard Chartered Bank, Indonesia branch, which is a financial institution licensed, registered and
supervised by Otoritas Jasa Keuangan (Financial Service Authority). Jersey: The Jersey Branch of Standard Chartered Bank is
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available from its principal place of business in Jersey: PO Box 80, 15 Castle Street, St Helier, Jersey JE4 8PT. Standard
Chartered Bank is incorporated in England with limited liability by Royal Charter in 1853 Reference Number ZC 18. The Principal
Office of the Company is situated in England at 1 Basinghall Avenue, London, EC2V 5DD. Standard Chartered Bank is
authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and Prudential Regulation
Authority. The Jersey Branch of Standard Chartered Bank is also an authorised financial services provider under license number
44946 issued by the Financial Sector Conduct Authority of the Republic of South Africa. Jersey is not part of the United Kingdom
and all business transacted with Standard Chartered Bank, Jersey Branch and other SC Group Entity outside of the United
Kingdom, are not subject to some or any of the investor protection and compensation schemes available under United Kingdom
law. Kenya: This document is being distributed in Kenya by, and is attributable to Standard Chartered Bank Kenya Limited.
Investment Products and Services are distributed by Standard Chartered Investment Services Limited, a wholly owned
subsidiary of Standard Chartered Bank Kenya Limited (Standard Chartered Bank/the Bank) that is licensed by the Capital
Markets Authority as a Fund Manager. Standard Chartered Bank Kenya Limited is regulated by the Central Bank of Kenya.
Malaysia: This document is being distributed in Malaysia by Standard Chartered Bank Malaysia Berhad. Recipients in Malaysia
should contact Standard Chartered Bank Malaysia Berhad in relation to any matters arising from, or in connection with, this
document. Nigeria: This document is being distributed in Nigeria by Standard Chartered Bank Nigeria Limited (“the Bank”), a
bank duly licensed and regulated by the Central Bank of Nigeria. The Bank accepts no liability for any loss or damage arising
directly or indirectly (including special, incidental or consequential loss or damage) from your use of these documents. You
should seek advice from a financial adviser on the suitability of an investment for you, taking into account these factors before
making a commitment to invest in an investment. To unsubscribe from receiving further updates, please click the link at the
bottom of this email or send an email to clientcare.ng@sc.com requesting to be removed from our mailing list. Please do not
reply to this email. Call our Priority Banking on 01-2772514 for any questions or service queries. The Bank shall not be
responsible for any loss or damage arising from your decision to send confidential and/or important information to the Bank via
e-mail, as the Bank makes no representations or warranties as to the security or accuracy of any information transmitted via e-
mail. Pakistan: This document is being distributed in Pakistan by, and attributable to Standard Chartered Bank (Pakistan) Limited
having its registered office at PO Box 5556, I.I Chundrigar Road Karachi, which is a banking company registered with State Bank
of Pakistan under Banking Companies Ordinance 1962 and is also having licensed issued by Securities & Exchange Commission
of Pakistan for Security Advisors. Standard Chartered Bank (Pakistan) Limited acts as a distributor of mutual funds and referrer
of other third-party financial products. Singapore: This document is being distributed in Singapore by, and is attributable to,
Standard Chartered Bank (Singapore) Limited (Registration No. 201224747C/ GST Group Registration No. MR-8500053-0,
“SCBSL”). Recipients in Singapore should contact SCBSL in relation to any matters arising from, or in connection with, this
document. SCBSL is an indirect wholly owned subsidiary of Standard Chartered Bank and is licensed to conduct banking
business in Singapore under the Singapore Banking Act, Chapter 19. Standard Chartered Private Bank is the private banking
division of SCBSL. IN RELATION TO ANY SECURITY OR SECURITIES-BASED DERIVATIVES CONTRACT REFERRED TO
IN THIS DOCUMENT, THIS DOCUMENT, TOGETHER WITH THE ISSUER DOCUMENTATION, SHALL BE DEEMED AN
INFORMATION MEMORANDUM (AS DEFINED IN SECTION 275 OF THE SECURITIES AND FUTURES ACT, CHAPTER 289
(“SFA”)). THIS DOCUMENT IS INTENDED FOR DISTRIBUTION TO ACCREDITED INVESTORS, AS DEFINED IN SECTION
4A(1)(a) OF THE SFA, OR ON THE BASIS THAT THE SECURITY OR SECURITIES-BASED DERIVATIVES CONTRACT MAY
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CURRENCY) FOR EACH TRANSACTION. Further, in relation to any security or securities-based derivatives contract, neither
this document nor the Issuer Documentation has been registered as a prospectus with the Monetary Authority of Singapore
under the SFA. Accordingly, this document and any other document or material in connection with the offer or sale, or invitation
for subscription or purchase, of the product may not be circulated or distributed, nor may the product be offered or sold, or be
made the subject of an invitation for subscription or purchase, whether directly or indirectly, to persons other than a relevant
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information purposes only and is not an offering document or prospectus (as defined in the SFA). This document is not, nor is it
intended to be (i) an offer or solicitation of an offer to buy or sell any capital markets product; or (ii) an advertisement of an offer
or intended offer of any capital markets product. Deposit Insurance Scheme: Singapore dollar deposits of non-bank depositors
are insured by the Singapore Deposit Insurance Corporation, for up to S$75,000 in aggregate per depositor per Scheme member
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other related financial instruments. The author of this document may have discussed the information contained herein with other
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under the supervision of our Shariah Supervisory Committee. Relevant information on our Shariah Supervisory Committee is
currently available on the Standard Chartered Bank website in the Islamic banking section at: https://www .sc. com/en/banking/
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services are distributed by Standard Chartered Bank Uganda Limited, which is licensed by the Capital Markets Authority as an
investment adviser. United Kingdom: Standard Chartered Bank (trading as Standard Chartered Private Bank) is an authorised
financial services provider (license number 45747) in terms of the South African Financial Advisory and Intermediary Services
Act, 2002. Vietnam: This document is being distributed in Vietnam by, and is attributable to, Standard Chartered Bank (Vietnam)
Limited which is mainly regulated by State Bank of Vietham (SBV). Recipients in Vietham should contact Standard Chartered
Bank (Vietham) Limited for any queries regarding any content of this document. Zambia: This document is distributed by
Standard Chartered Bank Zambia Plc, a company incorporated in Zambia and registered as a commercial bank and licensed by
the Bank of Zambia under the Banking and Financial Services Act Chapter 387 of the Laws of Zambia.



