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Economic Momentum Moderated

e US growth momentum moderated as consumer spending dropped in April
with mixed business sentiment.

e Inflation softened, but more disinflation progressis still needed.

e Major US equity indicesreboundedin May.

Q1 GDP growth was revised lower and consumer spending eased

Consumer spending begins to normalise toward its growth trend. The second
estimate of US real GDP growth for Q1 2024 was downwardly revised to a
seasonally adjusted annual rate (SAAR) of 1.3% from 1.6% in the first estimate.
Theadjustmentscan be attributed to lower growthin real personal consumption
expenditure (PCE), which was revised to 2.0% SAAR from 2.5% due to a larger
contraction in durable goods spending than previously estimated, with it being
revised down to -4.1% from -1.2%. Furthermore, monthly real PCE contracted by
0.1% month-on-month (MoM) in April after expanding by 0.4% in March,
indicating some slowdown in early Q2 2024. Meanwhile, real disposable income
dipped by 0.1% MoM in April, with the personal saving rate remaining low at 3.6%.
A slower growth inincomeand shrinking savings indicate that the drivers fuelling
the robust expansion in PCE over the previous quarters look set to normalise,
potentially leading to a gradual moderation of the US economy ahead.

Surveys largely pointed to a divergent outlook. The ISM manufacturing PMI
dropped to 48.7 in May from 49.2 in April, the second consecutive month of
contractionafter a brief expansionin March.However, the ISM services PMIrose
to53.8in May from 49.4in April, indicating that theservices sector is expanding,
and remainsamain growth driver. Small-business optimism also hovered at low
levels, with the National Federation of Independent Business's sentiment index
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at89.7 in May, well below its 10-year average of 98.1. Furthermore, the University
of Michigan's consumer sentiment indexregistered at 69.1in May, down notably
from 77.2 in April. The report cited rising unemployment, slower income growth
and high interest rates as concerns expressed by consumers. Meanwhile, the
Conference Board's consumer confidence index improved from 97.5 in April to
102.0 in May after declining for three consecutive months. And its expectations
index was still at subdued levels, indicating that consumers remained anxious
about the future.

PCE inflation slowed, but more disinflation progress is still needed. In April,
headline PCE inflation rose by 0.3% MoM, the same as in March. Core PCE
inflation, which excludes food and energy prices, rose by 0.2% MoM, slightly
milder than a 0.3%risein March. On an annualbasis, both headline and core PCE
inflationin April rose at the same pace asin March by 2.7% and 2.8%, respectively.
April's inflation readings were in line with expectations, presenting a positive
development in slowinginflation. That said, given the unexpected acceleration of
price gainsin Q1 2024, more data on easinginflation pressures would be needed
to give sufficient confidence for its return towards the 2% inflation target
sustainably. Separately, the JOLTS data showed job openings dropped by
296,000 in April to 8.06 million, bringing it to the lowestlevel sinceFebruary 2021
but remaining higher than the pre-pandemic level. This showed a moderate
easing sign for its relatively tight labour market. Looking ahead, the Fed could
shed some light on itsview on the disinflation progress andinterest rate outlook
during the upcoming FOMC meetingin mid-June.

Major US equity indices rebounded

All three key US equity indices posted gains inMay. The S&P 500, Nasdag, and
Dow Jones Industrial Average (DJIA) rose by 4.8%, 6.9%, and 2.3% MoM in May,
respectively. All three indices also hit their all-time highs during the month, with
the S&P 500 and Nasdaq reversing April'slosses. Therally waslargely propelled
by the surge in Nvidia, which rose notably after releasing robust earnings. Besides,
the US 10-year Treasury yield dropped by 1.8 basis points MoM to 4.68% by the
endof May, while the US dollar index declined by 1.46% MoM to 106.671.
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Disclaimer

This material is prepared by The Bank of East Asia, Limited (“BEA") for customers' reference only. Thecontentis
based on information available to the public andreasonably believed to be reliable, but has not been independently
verified. Any projectionsandopinions contained herein are expressed solely as general market commentary, and
do not constitute an offer of securities or investment, nor a solicitation, suggestion, investment advice, or
guaranteedreturn in respect of such an offer. The information, forecasts, and opinions contained herein are as of
the date hereofand are subject to change without prior notification, and should not be regarded asany investment
product or market recommendations. This material has not been reviewed by the Securities and Futures
Commission of Hong Kong, Hong Kong Monetary Authority, or any regulatory authority in Hong Kong.

BEA will update the published research as needed. In addition to certainreports published on a periodic basis,
other reports may be published at irregular intervals as appropriate without prior notice.

No representation or warranty, expressor implied, is given by or on behalf of BEA, as to the accuracy or
completeness of theinformationand statedreturnscontainedin this material, and no liability isaccepted for any
loss arising, directly or indirectly, fromany use of such information (whether due toinfringements or contracts or
other aspects). Investment involvesrisks. The price of investment products may go up or down, and may become
valueless. Past performanceis not indicative of future performance. The investments mentionedin this material
may not be suitable for all investors, and the specific investment objectives or experience, financial situation, or
other needs of each recipientare not considered. Therefore, you should not make any investment decisions
based solely on this material. You should make investmentdecisions based on your own investmentobjectives,
investmentexperience, financial situation, and specific needs; if necessary, you should seek independent
professional advice before making any investment.

Thismaterialisthe property of BEA andis protectedby relevant intellectual property laws. Withoutthe prior
written consentof BEA, theinformationherein isnot allowed to be copied, transferred, sold, distributed,
published, broadcast, circulated, modified, or developed commercially, in either electronicor printed forms, nor
through any media platforms thatexist now or are developed later.

For more information, please visitour webpage at https://www.hkbea.com/html/en/bea-about-bea-economic-
research.html. For any enquiries, please contact the Economic Research Department of BEA (email:
lerd@hkbea.com/telephone number: (852) 3609-1504/postal address: GPO Box 31, Hong Kong).
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