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e Bunds followed USTs higher even as euro area consumer confidence rose Daily bond market movements
for a third consecutive month to its highest level since Russia’s invasion of Bond Yield Change
UTir e, BKO 2% 03/26 2.959 -0.035
. : . : OBL 2.1 04/29 2.492 -0.030
Gilts also made gains on a quiet day for_UK economic news. _ DER 2.2 02/34 2 484 0.014
e Focus tomorrow will be on the flash April PMIs, with the surveys likely to UKT 0% 01/26 4302 20.062
point to a further gradual improvement in economic conditions in both the UKT 0% 01/29 4.076 -0.047
euro area and the UK. UKT 4% 01/34 4.204 -0.025

*Change from close as at 5.00pm BST.
Source: Bloomberg

Euro area

Consumer confidence rises to highest since February 2022

Today’s flash Commission consumer confidence index for April signalled a further modest improvement in sentiment in April,
raising cautious optimism that household consumption — which rose in nine out of eleven quarters through to Q423 — might
pick up momentum at the start of the second quarter as households benefit from rising real disposable incomes. Admittedly,
the headline index rose a smaller-than-expected 0.2pt in April to -14.7, but that was nevertheless the highest since the
Russian invasion of Ukraine in February 2022 and 0.8pt above the Q1 average. We will have to await the final release next
Monday for a detailed survey breakdown. And the equivalent surveys from Belgium and the Netherlands today were mixed
and so provided few clues. Consumer sentiment in Belgium fell slightly to an eight-month low as fears of unemployment rose
amid the recent announcements of bankruptcies and closure of several firms including high-profile retailers. In contrast,
Dutch consumers were less downbeat, with the headline index rising for an eighth consecutive month, by 1pt to -21, the
highest since September 2021. While households expressed somewhat greater pessimism about the economic outlook for
the coming twelve months, they were more upbeat about the twelve-month outlook for their own financial situation — with the
respective index the highest for 2% years — likely reflecting not least the recent marked easing in price pressures. This
notwithstanding, the share of households considering making large purchases in April was unchanged on the month, with the
respective index the joint highest for more than two years but nevertheless still well below the long-run average and
suggesting that demand for goods will remain subdued for a while yet.

French retail sales posts modest growth in Q1 despite slump in new car sales

There was, however, somewhat more encouraging signs about spending on goods in France at the end of Q1 from the
central bank’s retail survey. In particular, this suggested that French sales volumes rose for a second successive month in
March, by 0.5%M/M, to a seven-month high. While this left them up just 0.3%Y?/Y, it marked the first positive annual growth
since May 2022. And sales in Q1 posted the first quarterly increase since Q321, albeit by a modest 0.2%Q/Q. While food
sales fell for a second successive month in March to be down 0.3%Q/Q, sales of manufactured goods rose a firmer
0.5%Q/Q in Q1 and reached the highest level since July. Solid growth in spending on consumer electronics, clothing,
footwear and other transport equipment was partly offset by weakness in demand for furniture, DIY stores and household
appliances. Moreover, the survey measure of new car sales fell to the lowest level since January 2023 to be down almost
10%Q/Q, suggesting ongoing reluctance to spend on big-ticket items in the face of persisting economic uncertainties and
elevated borrowing costs. Admittedly, in seasonally adjusted terms, the decline in new car registrations across the euro area
as a whole was more modest at 1%2%3M/3M in March, to leave them up 3%Y/Y. But this still marked the lowest level in nine
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months. And we continue to expect household spending on big-ticket items to offer little support to GDP growth over the near
term.

The day ahead in the euro area

The main focus in the euro area tomorrow will be the flash April PMIs. The region’s composite PMI signalled a further
stabilisation in the economy at the end of Q1, rising to a ten-month high in March (50.3). And it is expected to rise for the fifth
month out of the past six in April, by around "zpt, to suggest a pickup in growth momentum at the start of the Q2. After rising
to a nine-month high in March (51.5), the PMIs will also suggest that services continue to drive the recovery, benefiting not
least from ongoing steady expansion at the periphery. But given more acute weaknesses in manufacturing, and relatively
subdued demand in services, the improvement in the respective German and French composite PMIs will likely remain more
limited, probably remaining below the key-50 ‘stagnation’ level in April.

UK
The day ahead in the UK

Like in the euro area, tomorrow will bring flash April PMIs from the UK. Despite moderating slightly in February and March,
the composite PMI in Q1 (53.7) signalled a return to positive GDP growth at the start of 2024, following the recession in the
second half of last year. Overall, the composite PMI is expected to move broadly sideways in April, led by steady growth in
services, suggesting ongoing recovery momentum at the start of Q2. The manufacturing PMIs will, however, likely flag
ongoing challenges in the sector amid subdued demand. Aside from the data, speeches from the BoE’s Chief Economist Pill
and external MPC member Haskel will be watched closely for further insights into the near-term monetary policy outlook.

France: BoF retail sales indices Euro area: New car registrations
10 Index: Feb-20=100 Index: Feb-20=100 06 L 120
naex: Fep-20= ndex: Feb-20= 1 1
120 10 [ MM 3mma mn, 12mms | 4,5
" 1 104 ~ 1 110
. 2 AP L] |09 l AT '
-~ £ 47 N LA SPSY 4 105
VA NS - FENS aeS - 0.8 -
3 L E L N e
100 X g >=== 100 4 10.0
98 07 r
90 195
96 0.6 100
80 05 |
194 : 185
70 1 92 04 180
60 90 03 175
Jan-22 Jul-22 Jan-23 Jul-23 Jan-24 0.2 7.0
----- Clothing New cars Jan-16 Jan-17 Jan-18 Jan-19 Jan-20 Jan-21 Jan-22 Jan-23 Jan-24
Eg?;: (ths) Consumer electronics New car registrations 12-month moving sum (rhs)
Source: Macrobond and Daiwa Capital Markets Europe Ltd. Source: ECB and Daiwa Capital Markets Europe Ltd.



Europe Euro wrap-up 22 April 2024

Daiwa

Capital Markets

European calendar

Today’s results

Economic data

Country Release Period Actual Mark_e t consensus/ Previous Revised
Daiwa forecast

Euro area J8 Preliminary Commission’s consumer confidence index Apr -14.7 -14.3 -14.9 -
UK E4= Rightmove house price index MIM% (Y/Y%) Apr  1.1(1.7) - 1.5(0.8) -

Auctions

Country Auction

- Nothing to report -

Source: Bloomberg and Daiwa Capital Markets Europe Ltd.

Tomorrow’s releases

Economic data

Country BST Release Period M%rgss ;(f)(:iir;ssl:y Previous

Euro area [JBEll 09.00 Preliminary manufacturing (services) PMI Apr 46.5 (51.8) 46.1 (51.5)
_ 09.00 Preliminary composite PMI Apr 50.7 50.3

Germany M 08.30 Preliminary manufacturing (services) PMI Apr 42.7 (50.5) 41.9 (50.1)
M 05.30 Preliminary composite PMI Apr 48.5 47.7

France l l 08.15 Preliminary manufacturing (services) PMI Apr 46.8 (48.9) 46.2 (48.3)
l l 08.15 Preliminary composite PMI Apr 49.0 48.3
UK EEE 07.00 Public sector net borrowing £bn Mar 8.8 7.5

E#= 09.30  Preliminary manufacturing (services) PMI Apr 50.4 (53.0) 50.3 (53.1)
E{Eﬁ 09.30 Preliminary composite PMI Apr 52.6 52.8

Auctions and events
Germany M 10.30 Auction: €5bn of 2.9% 2026 bonds
italy [l B 10.00 Auction: €2.5bn of 3.2% 2026 bonds
B B 10.00 Auction: €1.25bn of 1.5% 2029 index-linked bonds
B B 10.00 Auction: €1.25bn of 1.8% 2036 index-linked bonds

UK E{Eﬁ 09.00 BoE’s Haskell scheduled to speak on a panel about inflation, expectations and the real economy

E{Eﬁ 12.15 BoE Chief Economist Pill scheduled to give keynote speech at University of Chicago, Booth School of Business, London
Source: Bloomberg and Daiwa Capital Markets Europe Ltd.
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