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Dollar in seventh heaven (for now)

= US dollar up for a seventh straight week on firm US data and market speculation on Trump policy impact

= UK economy slowed more than expectedin Q3, but we see scope for a positive surprise in the November PMI report

= UK CPI forecast to jump higher; retail sales and GfK survey expected to signal caution

= Eurozone wage data and PMI signals could raise the risk of a larger ECB December rate cut

This report provides a summary of key economic indicators, important events and
financial market trends over the past week, and looks ahead to the coming week.

The art of the hire

While parts of the global financial markets remain exuberant, major equity indices
came under pressure this week. US Treasury bond yields rose and the trade-
weighted dollar appreciated for a seventh consecutive week. The pound fell below
$1.27, but also slipped versus the euro below €1.20. UK Q3 GDP growth was softer
than forecast at 0.1%, confirming a marked slowdown after a strong first half of
the year. Wage stickiness in the labour market data, however, reaffirmed the
likelihood of ‘gradual’ UK interest rate cuts ahead.

Markets continue to assess the implications of the US election result, including
President-elect Trump's promise to impose import tariffs on foreign goods and
their impact on global trade. Full results confirmed a Republican ‘clean sweep’ of
the White House and both chambers of Congress. Trump has wasted no time in
announcing his picks for various key posts in his new administration, including
Robert Lighthizer as Trade Representative, who was the original author of tariffs
on Chinese goods. Some analysts see it as a signal of greater intent on tariff policy.

Central bank policymakers have focused on economic data. US October inflation
pointed to signs of a potentially difficult ‘last mile’ in returning to target. Headline
CPlrose to 2.6% in October, mainly due to energy prices, while core inflation was
stuck at 3.3%. Retail sales were mixed in October, but there were sharp upward
revisions for September. Fed Chair Powell said there is no ‘hurry’ to lower interest
rate, suggesting that a December cut is by no means a ‘done deal’.

Chart 1: UK GDP growth has moderated in recent months as attention turns to the
PMI survey
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Policy preview

= UK CPI-Wed 20 November
(07:00 GMT)

= UK Flash PMI —Fri 22 November
(09:30 GMT)




Scope for upside UK PMI surprise

Several UK data releases will occupy sterling markets in the coming week. After
today's disappointing Q3 GDP release, the November flash PMI will be watched for
indications of activity in the middle of Q4. Against consensus, we see scope for
improvement after last month was weighed by uncertainties around the Budget
and US election. We expect the overall composite PMI torise to 52.4 from 51.8 in
October, consistent with quarterly expansion of between 0.2% and 0.3%. That,
though, would reaffirm a loss of momentum compared with the first half.

We expect indications of consumer caution in the week ahead data with the
release of October retail sales and November GfK consumer confidence. Headline
retail sales is forecast to fall 0.6%, partly reflecting the mild weather weighing on
clothing sales and also the quirk that most school half terms fall outside of this
year's October retail reporting period. We also forecast a further fall in the
consumer confidence index to -24 from -21.

The other important UK release is October CPl inflation. We expect the annual rate
toincrease to 2.2%, from 1.7% in September, largely on the back of the reset of
the Ofgem energy price cap, while services inflation remains uncomfortably high.
That outturn would be in line with the Bank of England’s forecast. Governor Bailey
will testify in parliament next week along with other MPC members, including
newly appointed Alan Taylor.

Eurozone PMI may increase risk of larger ECB rate cut

In the Eurozone, the recent positive Q3 GDP surprise has not ignited hopes of an
economic turnaround. In contrast, the potential impact of Trump tariffs has added
to concerns. The November PMI will offer the latest signal of activity and prices. In
October, the composite PMI was bang on the 50.0 no-growth mark, with the two
biggest Eurozone economies, Germany and France, below water.

For November, our central view is for the Eurozone composite PMI to stay at 50.0,
but weaker outturn into contraction territory cannot be ruled out. For the ECB, the
survey's price signals are also important as a potential gauge of future inflation.
The ECB's Q3 negotiated wage data will also be closely watched. Eurozone CPI,
currently at 2.0% in October, is set to increase temporarily in the remaining
months of the year due to base effects.

The question is how quickly Eurozone inflation returns to target in 2025. Weak
price signals from the PMI survey may portend a quicker fall next year. While a
further US rate cut in December is seen as finely balanced and the next BoE cut is
expected early next year, conviction levels for an ECB rate cut next month are
much higher. In fact, the question is whether markets might be underpricing the
possibility of a larger 50bps reduction.

Chart 2: Firms' cost inflation moderating more quickly in the Eurozone

Services PMI input price index

90 - r 90
85 UK - 85
80 - - 80
Eurozone

75 A s
70 A r 70
65 - r 65
60 - - 60
55 A r 55
50 + - 50
45 4 r 45
40 —tttt—t—t—t+—t—t+—+—t+—+—t—t+—f—t+—+—t+—+ 40

< WO © I 0 O O 4 N ) < 1D ©O N 0 OO O 1 N M <

O O O O O O o d d d d d o o o o &N N N N N

©O O O OO O 0O 0O 0O O OO0 O O o0 O o0 O o o o

[V A S AN o N A o N A o N o N A o N [ o AR o N A o N A o N A o N A o N A o N A o N I o\ [ o L o N I o U I QN o\

Source: S&P Global, Lloyds Bank Market Insights

UK inflation is set to rise
back above target and we
see scope for a positive
surprise in UK PMls.

Hann-Ju Ho
Senior Economist
Lloyds Bank Market Insights

Vs




Data preview:

18-22 November 2024

UK CPI (Oct) — Wed 20 Nov (07:00 GMT)

Headline CPI M/M Y7y
The annual rate of UK CPl inflation eased to 1.7% in September, to register its first sub-
2% reading since April 2021. However, we expect its foray below the Bank of England'’s Lloyds Forecast ~ 0.5% 2.2%
target rate to have been short-lived and forecast the October print to show an
acceleration in the annual rate of price growth to 2.2% — in line with the Bank of Consensus 0.5% 2.2%
England’s projection from its recent Monetary Policy Report. A major contribution to
the move is expected to come from increases in household energy bills associated with ~ Previous 0.0% 1.7%
the latest reset of the Ofgem energy price cap. Variable rate energy tariffs rose by .
¢.9.5% last month, relative to a 7.2% fall last October, which will provide a significant oA L
upside base effect. Outside of energy-related effects, the rate of services inflation —a Lloyds Forecast 4.9%
key metric watched by the Bank of England —is forecast to be unchanged at 4.9%y/y in
October, remaining at an uncomfortably high level. Meanwhile, the core rate is forecast  consensus 4.8%
to edge down to 3.1% from 3.2% due to moderations in clothing & footwear and
household goods price inflation. Previous 4.9%
Sticky services inflation remains a concern for the Bank of England
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UK Flash PMI (Nov) - Fri 22 Nov (09:30 GMT)
The October PMIs showed the UK economy lose further momentum at the start of the Manufacturing PMI
fourth quarter, with the Composite reading slipping to an 11-month low of 51.8. The Lioyds forecast 50.9
slowdown was due to weaker expansions in both services and manufacturing, with
the latter only just reporting an increase in activity. Unique insights into the UK PMls Consensus 50.0
provided by our UK Sector Tracker report indicate that the number of firms Previous 499
mentioning “uncertainty” has picked up since the summer. However, with key events
now out of the way, we suspect the November PMIs may show firms feeling clearer
about the outlook. Accordingly, we expect the composite measure to edge upto 52.4,  Services PMI
with the manufacturing (50.9 vs 49.9) and services (52.6 vs 52.0) readings also Lloyds forecast 52.6
moving higher relative to October.
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Weekly economic calendar

Time Time

Ctry (GMT) (EST) Release/Event Period Consensus Forecast Previous
MONDAY 18 NOV

UK 00:01  19:01* Rightmove House Prices Nov -- -- 0.3% (1.0%)
EZ 08:00 03:00 ECB's Guindos Speaks in Frankfurt

us 15:00 10:00 NAHB Housing Market Index Nov 42 42 43

EZ 18:30 13:30 BoE's Greene & ECB's Vujcic Speak in London

TUESDAY 19 NOV

EZ 10:00 05:00 CPI Oct F 0.3% (2.0%) - 0.3% (2.0%)
EZ 10:00 05:00 Core CPI Oct F (2.7%) (2.7%) (2.7%)
EZ 10:00 05:00 ECB Publishes Euro Area Negotiated Wages Indicator for Q3 2024

UK 10:15 05:10 Bailey, Lombardelli, Mann and Taylor speak at Portcullis House in London

us 13:30  08:30 Building Permits Oct 1.2% 1.7% -3.1%
us 13:30  08:30 Housing Starts Oct -1.4% -1.3% -0.5%
CA 13:30  08:30 CPI Oct 0.3% (1.9%) - -0.4% (1.6%)
WEDNESDAY 20 NOV

UK 07:00 02:00 CPI Oct 0.5% (2.2%)  0.5% (2.2%)  0.0% (1.7%)
UK 07:00 02:00 Core CPI (excluding food and energy) Oct (3.1%) (3.1%) (3.2%)
UK 07:00 02:00 RPI Oct 0.5% (3.4%)  0.5% (3.3%) -0.3% (2.7%)
UK 07:00 02:00 Retail Price Index Oct 390.8 390.4 388.6
UK 16:00 11:00 BoE's Ramsden Speaks in Leeds

THURSDAY 21 NOV

UK 07:00 02:00 PSNB Excluding Banking Groups Oct £13.3bn -- £16.6bn
UK 07:00 02:00 Public Sector Net Borrowing Oct £14.0bn -- £16.6bn
UK 11:00  06:00 CBI Industrial Trends Total Orders Nov -25 -- -27

us 13:30  08:30 Initial Jobless Claims Nov 16 - 220k 217k

us 13:30  08:30 Philadelphia Fed Business Outlook Nov 5.8 6.5 10.3

us 15:00 10:00 Existing Home Sales Oct 2.3% -- -1.0%
EZ 15:00 10:00 Consumer Confidence Nov P -12.4 -12.3 -12.5

IN 23:30 18:30 National CPI Oct (2.3%) - (2.5%)
JN 23:30  18:30 National Core CPI (excluding food) Oct (2.2%) -- (2.4%)
FRIDAY 22 NOV

UK 00:01 19:01* GfK Consumer Confidence Nov -22 -24 -21

UK 07:00 02:00 Retail Sales Including Automotive Fuel Oct -0.3% (3.4%) -0.6% (3.1%)  0.3% (3.9%)
UK 07:00 02:00 Retail Sales Excluding Automotive Fuel Oct -0.4% (3.3%) -0.4 (3.2%) 0.3% (4.0%)
GE 07:00 02:00 GDP 3QF 0.2% (-0.2%) - 0.2% (-0.2%)
GE 08:30  03:30 Manufacturing PMI Nov P 431 -- 43.0

GE 08:30  03:30 Services PMI Nov P 51.8 - 51.6

EZ 09:00 04:00 Manufacturing PMI Nov P 46.1 45.8 46.0

EZ 09:00 04:00 Services PMI Nov P 51.6 51.6 51.6

UK 09:30 04:30 Manufacturing PMI Nov P 50.0 50.9 49.9

UK 09:30 04:30 Services PMI Nov P 52.0 52.6 52.0

us 14:45  09:45 Markit Manufacturing PMI Nov P 48.0 48.8 48.5

us 14:45  09:45 Markit Services PMI Nov P 55.0 55.3 55.0

us 15:00 10:00 University of Michigan Sentiment Nov F 73.0 73.0 73.0

Bold text denote those releases/events that are expected to attract most market attention.
Data in brackets denote YoY unless stated otherwise. Market consensus estimates are taken from Bloomberg on the date of publication.

* Released overnight, (r) revised, (p) preliminary, (f) final




Meet our team — lloydsmarketinsights@lloydsbanking.com

Jeavon Lolay Sam Hill
Head of Market Insights Head of Market Insights

Hann-Ju Ho Nikesh Sawjani Rhys Herbert

Senior Economist Senior UK Economist Senior Economist
Gajan Mahadevan Nicholas Kennedy Orlando Green
Senior Macro Strategist FX Strategy Strategist Interest Rate Strategist

W: resources.lloydsbank.com/economics-and-market-insights

Disclaimer information

This document is confidential, for your information only and must not be distributed, in whole or in part, to any person without the prior consent of Lloyds
Bank Corporate Markets plc (“Lloyds Bank”). This document has been prepared for information purposes only.

This document has been prepared by Lloyds Bank Commercial Banking, Economics and Market Insight. The author's views should not be taken as necessarily
being those of the wider Lloyds Banking Group plc, nor considered objective or unbiased. The author of this document may know the nature of Lloyds Bank's
trading positions or strategies in anticipation of this document. Any views, opinions or forecast expressed in this document represent the views or opinions of
the author and are not intended to be, and should not be viewed as advice or a personal recommendation.

This document is not independent from Lloyds Bank's proprietary interests, which may conflict with your interests. Lloyds Bank may trade as principal, may
have proprietary positions, and/or may make markets in any instruments (or related derivatives) discussed in this document. Trading personnel may be
indirectly compensated in part based on the size and volume of their transactions, but the outcome of any transaction that may result from this document will
not have a direct bearing on the compensation of any trading personnel. Lioyds Bank may engage in transactions in a manner inconsistent with the views
expressed in this document and Lloyds Bank’s salespeople, traders and other professionals’ may provide oral or written market commentary or strategies to
clients, which may conflict with the opinions expressed in this document.

We make no representation and give no advice in respect of legal, regulatory, tax or accounting matters in any applicable jurisdiction. You should make your
own independent evaluation, based on your own knowledge and experience and any professional advice which you may have sought, on the applicability and
relevance of the information contained in this document.

The material contained in this document has been prepared on the basis of publicly available information believed to be reliable and whilst Lioyds Bank has
exercised reasonable care in its preparation, no representation or warranty, as to the accuracy, reliability or completeness of the information, express or
implied, is given. This document is current at the date of publication and the content is subject to change without notice. We do not accept any obligation to
any recipient to update or correct this information. This document is not directed toward, nor does it constitute an offer or solicitation to, anyone in any
jurisdiction or country where such distribution or use would be contrary to local law or regulation. Lloyds Bank, its directors, officers and employees are not
responsible and accept no liability for the impact of any decisions made based upon the information, views, forecasts or opinion expressed.

Lloyds Banking Group plc and its subsidiaries may participate in benchmarks in any one or more of the following capacities; as administrator, submitter or user.
Benchmarks may be referenced by Lloyds Banking Group plc for internal purposes or used to reference products, services or transactions which we provide or
carry out with you. More information about Lloyds Banking Group plc’s participation in benchmarks is set out in the Benchmark Transparency Statement
which is available on our website.

Lloyds Bank is a trading name of Lloyds Bank plc, Bank of Scotland plc and Lloyds Bank Corporate Markets plc, which are subsidiaries of Lloyds Banking Group
plc. Lloyds Bank plc. Registered Office: 25 Gresham Street, London EC2V 7HN. Registered in England and Wales no. 2065. Bank of Scotland plc. Registered
Office: The Mound, Edinburgh EH1 1YZ. Registered in Scotland no. SC327000. Lloyds Bank Corporate Markets plc. Registered office 25 Gresham Street,
London EC2V 7HN. Registered in England and Wales no. 10399850. Authorised by the Prudential Regulation Authority and regulated by the Financial Conduct
Authority and the Prudential Regulation Authority under registration number 119278, 169628 and 763256 respectively.

LLOYDS BANK




