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Good morning. BHP approaches Anglo American
about a takeover. Tech shares swoon as Meta
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disappoints. The yen's weakening adds to intervention
risk. The US pushes to beat China at chip research.
Here’s what’s moving markets. Here’s what’s moving
markets. — Isabelle Lee
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Mining megadeal /" WEFiiZH

BHP Group has approached Anglo American about
buying the 107-year-old mining company in what
could rank as this year’s biggest deal. Anglo American
said that it received an unsolicited all-share merger
proposal from the world’s biggest miner, after
Bloomberg reported that BHP was considering a
potential takeover offer. Anglo’s board is reviewing the
proposal and it cautioned that there is no certainty an
offer will be made. If successful, a takeover would
mark a return to large-scale dealmaking for Australia’s
BHP, which has revived its appetite for
transformational acquisitions in the past couple of
years under Chief Executive Officer Mike Henry.
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Tech selloff EHZIRHIE

Big tech sold off after regular US trading hours as
Meta Platforms’ disappointing outlook raised concern
over whether the Al euphoria that has powered the
bull market has run too far. In the run-up to the
results, equities struggled to gain traction as traders
positioned for economic data that will help shape the
views on the Federal Reserve’s next steps. Nvidia
tumbled over 3%, halting a two-day rally. The S&P 500
closed slightly above 5,070. Still, one JPMorgan Chase
& Co. indicator is flashing a glaring buy signal in US
stocks, after it hit a threshold that typically precedes
better-than-average gains. Elsewhere, Treasury 10-
year yields rose four basis points to 4.64%.
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Yen risk BicXIi&

The yen weakened beyond 155 per US dollar for the
first time in more than three decades, fueling risk that
the key level may prompt Japan to step in The Asian
nation’s currency depreciated as much as 0.4% to a
session low of 155.37 on Wednesday, marking the first
time since June 1990 that it crossed the 155 level
against the greenback. Helping drive the yen lower
was demand for contracts to sell it against both the
dollar and euro, according to data from the Depository
Trust & Clearing Corp. Japanese officials have said
repeatedly that they will take action to address
excessive moves in the yen if needed. The authorities
have emphasized a focus on the pace of the currency’s
depreciation rather than a precise level.
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Chip research & H5T

The Biden administration’s efforts to revitalize the
chip industry have mostly focused on doling out
multibillion-dollar grants for domestic factories. But
there’s a less-discussed side to the push: turning
cutting-edge semiconductor research into a more
enticing field for Americans. As part of the 2022 Chips
and Science Act, the Commerce Department is
spending $11 billion to boost US leadership in research
and development. The hope is to create the next
generation of critical electronic components, and beat
Beijing in the battle for advanced technology. Officials
have allocated nearly 85% of the Chips Act
manufacturing incentives, including a $6.1 billion
grant to Micron Technology set to be unveiled
Thursday. But they’re just beginning to open
applications for R&D funding.
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Coming up... T 3K...

Malaysia’s CPI is on the docket Thursday. Headline
inflation may have risen to 1.9% year on year in March
from 1.8% the previous month, driven by higher
energy costs, according to Bloomberg Economics.
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In the US, tech earnings continue, with Microsoft and
Alphabet slated to report Thursday. Traders will also
get data on US GDP, wholesale inventories and initial
jobless claims. Bloomberg Economics says real GDP
likely cooled in the first quarter of the year, but still
ran above the longer-run sustainable pace, suggesting
persistent inflationary pressure.
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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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e Reliance offers Hollywood movies in India for just
a penny a day
Reliance £ ENEHe R IF IS HES, FR R & — 0k
« Iran hands death sentence to a rap star arrested
for protest songs
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e Biden’s gains against Trump vanish on deep
economic pessimism
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 Airlines must now pay automatic refunds for
canceled flights
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e JPMorgan mulls two synthetic risk transfers as
market heats up
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 Citi’s Fraser wary of insurance giants’ role in
private credit
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e DoubleLine’s says “draconian” CRE market
outlook is no more
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And finally, here’s what Ed is interested in today
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With bond yields in the US back at levels that had
equities swooning last year, we’ve seen stocks wobble
as they racked up losses the past three weeks following
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a stellar beginning to 2024. And the prospect for yields
to go even higher is certainly there. Still, in the near-
term, I am relatively sanguine about equities. That’s
because what is driving yields higher is also the thing
that should drive up future profits.
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An economy that is hot enough to keep the Federal
Reserve dialing back its rate cuts is one that’s better
for risk assets than one that is faltering due to high
interest rates, which would call for monetary easing.
The US has a no-landing economy for the foreseeable
future, maybe even the entire year, and that outlook is
supportive of high-beta assets that depend on growth.
Moreover — though I believe the Fed’s December
dovish pivot was a mistake now being partially
unwound — the central bank’s bias is still toward
cutting, which is supportive of equities too.
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This is happening while the rest of the developed
world is following the US growth path and China is
also showing some signs of vigor. That speaks against
cuts, with the risk that not only do cuts get priced out,
but also some rate increases start getting priced in as a
tail risk. I am close to seeing no cuts as a base case,
depending on this week’s GDP report and PCE
numbers.
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At some point, any rise in bond yields will bite enough
to flatline the bull market in stocks and other risk



assets. But I don’t see it happening until rates dent the
economy enough to spur renewed fears of a recession
and, in turn, bring rate cuts. But for now, we live in a
high-beta world. Companies, like Tesla, that miss
dreadfully on topline and EPS expectations but
promise new products that could deliver huge growth
will see gains. Those, like Meta, that beat estimates on
both topline and EPS but deliver nothing other than
more cautious guidance will get punished. If that’s not
a market still fixated on and leveraged to growth, I
don’t know what is.
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Ed Harrison writes the Everything Risk newsletter.
Follow him on X at @edwardnh.
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