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Good morning. Wall Street is at odds on whether rising
US stocks have further to go. Germany plans to become
less dependent on China. Abu Dhabi is bullish on
artificial intelligence. Here’s what’s moving markets. —
Isabelle Lee
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Diverging views S5

US equities retreated as investors await data showing
whether the recent uptick in consumer prices was just a
blip or an indication that the disinflationary trend has
hit a roadblock. Tuesday’s CPI report is the last before
the Federal Reserve’s next policy decision. Consumer
expectations for inflation over the next three years
climbed in February — and increased more sharply over
five years, according to a Fed survey. On markets, the
S&P 500 hovered near 5,100 while Treasuries fell.
Bitcoin hit $72,000, a new record. Even if equities have
rallied more than 7% so far this year, Bank of America
said it doesn’t reflect conditions seen in prior boom-and-
bust cycles, such as big gaps between share prices and
their values, or the significant use of leverage. The firm
points to strong earnings and a resilient economy and
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sees more room for gains. JPMorgan Chase cautions
that the recent rush into so-called momentum stocks
like the Magnificent Seven tech shares typically has been
followed by a correction. Three such episodes have
happened since the financial crisis in 2008.
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Wheat cancellations INERLE

China has never canceled this many shipments of US
wheat. The nation has called off another batch, adding to
an already record number of cancellations that have
weighed on Chicago futures. The US Department of
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Agriculture said private exporters exited purchases of
264,000 metric tons of US soft red winter wheat to
China. It was the third straight session with such an
announcement, bringing the cancellation total to
504,000 tons, the most in USDA data going back to
1999. Wheat futures fell to the lowest intraday level
since August 2020 before prices turned higher.
Abundant world crop supplies have been pressuring
prices for months, but because money managers already
had such sizable bearish positions, the market has been
struggling to stay down as traders cover their short bets.
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Moving away #ziE

German Chancellor Olaf Scholz wants to deepen
economic ties with Thailand, Malaysia and the
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Philippines as Europe’s largest economy looks to
diversify trade relations in Asia and become less
dependent on China. Scholz will receive leaders of the
three Southeast Asian countries for separate talks in
Berlin this week in what close aides have described as a
coordinated push to reduce one-sided dependencies on
China and improve Germany’s economic resilience
through more diverse supply chains and raw-materials
partnerships. Despite political efforts to pivot away from
Beijing, China remained Germany’s most important
trading partner in 2023 for the eighth consecutive year,
and foreign direct investment of German companies in
China reached a fresh record.
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Abu Dhabi is setting up a technology investment firm
targeting deals in artificial intelligence and
semiconductors that could surpass $100 billion in assets
under management in a few years. The emirate unveiled
the company called MGX, led by sovereign wealth fund
Mubadala Investment and AI firm G42 as foundational
partners, according to people familiar with the matter.
Ahmed Yahia Al Idrissi, who’s CEO of Mubadala’s direct
investments platform, will serve as the new entity’s CEO.
Mubadala and G42’s portfolios will for now remain as
they are, with MGX pursuing its own deals initially
funded by new capital from Abu Dhabi’s government.
G42, part of a $1.5 trillion empire controlled by Sheikh
Tahnoon, has been at the forefront of the country’s Al
efforts.
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Coming up... ETFE...

All eyes will be on US CPI data for February on Tuesday.
Bloomberg Economics expects headline CPI inflation to
accelerate, while core CPI should slow slightly from
January’s hot pace. BE Chief Economist Anna Wong
said the first few months of the year typically see higher
inflation because of seasonal effects that aren’t fully

adjusted for — so risks for the core reading are tilted to
the high side.

BT A B HOGHERR ER TR B 52 B 2 Al 2 E i fa 2
(CPD) #dls b 2B FU T SARTH 9 & Wi TR HcE
BRI, A0 TH 5t B VI e BNV B 1 A A 522025 A4X
W%, BEH L H 2K Anna Wong %, 1T Mok
AR TERm, S8 HER < BB RE
A, DAL O 2030 B4 XSS i 7

Elsewhere, the UK Financial Policy Committee will hold
its quarterly meeting that’s attended by Bank of England
Governor Andrew Bailey while EU finance ministers will
meet in Brussels. In Asia, Japan will publish its PPI.
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Survey: How high will the Bank of Japan push short-
term interest rates once it finally scraps the world’s last
negative interest rate? Will the move mark the end of
the bull market in Japanese stocks or trigger a flood of
Japanese selling of overseas assets to bring money
home? Share your views in the latest MLIV Pulse
survey.
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What we’ve been reading
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Here’s what caught our eye over the past 24 hours:
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o US will * do whatever it takes’ to curb China tech,
says Raimondo
xR 2N, = EROAE DY@ s B R
 India enacts controversial citizenship law ahead of
elections
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« Billionaire Adani to start mapping Asia’s biggest
slum next week
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e Reddit launches long-awaited IPO with $748
million target
Reddit JE B #FF DA TPO, HFR@EE 7.48 1430

e Bitcoin’s rally is creating around 1,500 ‘ millionaire
wallets’ daily
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e Pentagon’s $850 billion budget would tap stockpiles
to arm Taiwan
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e Ukraine rushes to build over 1,000 miles of war
fortifications
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And finally, here’s what George is interested in today

&iE, RRFASKEENASE

China’s headline CPI returned to positive territory last
month - the first time since August — according to data
released over the weekend. While Chinese equity gauges
advanced on Monday and government bond yields
edged up, the strong headline data betrayed a good deal
of underlying weaknesses.
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The large gain in year-over-year CPI print was partly due
to the effect of the shifting Chinese New Year, so
“markets shouldn’t make big calls on these distorted
readings,” Nomura said in a client email on Monday.
High-frequency data are already pointing to a rapid
decline in food prices since the end of the Lunar New
Year holiday three weeks ago, which suggests March CPI
should moderate to 0.4% year-over-year from 0.7% in
February, according to Ting Lu, Chief China Economist
at the Japanese bank.
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Much of February’s price improvement “could prove
temporary rather than sustainable,” Citigroup analysts
Xinyu Ji and Xiangrong Yu noted over the weekend.
Aside from volatile food prices, what worries them most
is durable goods prices that “are still staying soft, with
overcapacity concerns continuing to weigh on industrial



prices,” Ji and Yu wrote in a research report. After
Beijing pledged to support equipment upgrades and roll
out durable goods trade-in programs last month, any
details and impact on prices will be worth watching,
Citigroup said.
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Durable Goods Prices Remain a Major CPI Drag,
Aside From Food Prices
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George Lei is a bond/FX reporter for Bloomberg News
based in New York.
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