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The Red Sea
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https://www.cnbc.com/2024/01/09/houthi-militias-launch-biggest-attack-to-date-on-merchant-vessels-in-red-sea.html
https://www.cnbc.com/2024/01/09/houthi-militias-launch-biggest-attack-to-date-on-merchant-vessels-in-red-sea.html
https://www.bbc.com/news/world-middle-east-67932725

U.S. TIPS: Monthly Returns AR BOR2ATA.
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U.S. Inflation Expectations (duration weighted): Monthly Returns A R BO E]{Almi .
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U.S. Inflation Swap Caps
and Floors

« Over the past week, inflation
expectations for the next 2 years have
all decreased, except for 3%, which
stayed the same. 10-year expectations
decreased, except for 1%, 1.5%, and
3% projected inflation, which stayed
the same.

» The probability of 2.5% headline
inflation for the next 2 years fell from
33% to 32% over the past week.

» The 10-year probability of a 2.5%
headline fell from 47% to 46% over
the past week.

U.S. Inflation Expectations - Probability that Headline CPI Exceeds 2.5% YoY Basis AR BOR?ama

implied probabiiities using 2-year and 10-year infiation swap caps and floors with strikes from 1.0% to 5.0%
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U.S.
3% Headline Expectations

3% inflation probabilities
decreased for 5y, while the other
terms stayed the same.

Based on swap cap/floor
probabilities for the next 2 years,
the market gives this outcome an
18% probability, unchanged from
last week.

Headline CPI >= 3.0% YoY
Implied probabilities using infl swap caps/ficars wy'strike at 3.0% YoV for headline P!
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Eurozone Headline CPI Expectation for the Next TEN Years A RB 0 R DATA
Implied probabilities using 10-year inflation swap caps and floors with strikes from 1.0% to 2. 0% SCIENCE

Eurozone .
Inflation Expectations B cri1o10y
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* 10-year Eurozone inflation
expectations rose for 1.5% and 2%
expectations, while 1% expectations
stayed the same over the last week.

* The probability of 2% headline
inflation over the next decade rose to
60% from 59%.
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Economist Inflation
Forecasts

» The median economist’s forecast
from big banks (BOA, PNC, JPM, UBS,
etc.) suggests US inflation will
average 3.2% YoY in Q4. More
pessimistic forecasters predict 3.3%,
while optimistic estimates are as low
as 3.1%.

* Inflation is expected to drop below
3% at the earliest by Q1 2024, going
by the median forecast.

 Final University of Michigan
inflation expectations data showed
Americans expect a 3.1% inflation rate
over the next year.

Economists Forecasts - YoY CPI
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TIPS Fund Flows ARBOR 24T

TIPS Fund Flows 3800

$600M
$400M
The majority of flows last week were positive $200M
while concentrated in two funds (rounded $0M

value):

iShares TIPS Bond Fund, $161 million
Schwab US TIPS Fund, $55 million
Bloomberg 1-10 Year TIPS Fund, $50 million
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Notable outflows: ($1.200M)
Vanguard Short-Term TIPS Fund, -$95 million ($1,400M)
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TIPS ETF Net Flows ARBOR DATA
Weekly Total Flow into All US-Listed TIPS Exchange Traded Funds CIERCE

$2B

Last week’s total flows for all
US-listed TIPS ETFs had
inflows of $120.6 million.
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Year-to-date total flows for
all US-listed TIPS ETFs have
seen inflows of $120.6
million.

TIPS Fund Flows by Year
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SPDR S&P 500 ETF Monthly Flows ARBOR 2414
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The SPY ETF has outflows of o
approximately $10.06 billion
month-to-date for January.
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Crude Oil ARBOR 244

Generic WTI and Brent Crude Indices
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Average Diesel/Gas
Spread Drops to $0.87

U.S. Gasoline Prices - Regular and Diesel
AAA Daily National Average Cost per Gallon
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10-Year Inflation Expectations DATA
Global Breakevens A R B 0 R SCIENCE
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Contact Us

Give us a call for more information about our services and products.

Max Konzelman
max.konzelman@arborresearch.com
Gus Handler
qus.handler@arborresearch.com
Sam Handler
sam.handler@arborresearch.com

Arbor Research & Trading, LLC
22333 Classic Court

Lake Barrington, IL 60010
1-800-606-1872
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