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US inflation remains stubborn

While the inflation rate is likely to remain virtually unchanged for at least the next two months, the
US economy is continuing to cool down. This contrasts with a recovering economy in the eurozone.

However, inflation remains a problem there too.
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US consumer prices, which will be published on June 12, are
likely to have risen by 3.4% year-on-year in May, unchanged
from the April figure. For June, we expect a decline to 3.2%.
This is mainly due to lower oil prices, which fell somewhat
more sharply after the OPEC meeting at the beginning of this
month. Overall, the US Federal Reserve's two percent target
is still a long way off. In the eurozone, our model does not
expect any really dynamic changes in the direction of the
ECB's two percent target in the current month. Here, inflation
is expected to fall from 2.6% to 2.5% in June (published on
02.07), which is also linked in particular to energy prices.
According to the model, inflation in Germany is unlikely to
have fallen in June, remaining at the 2.4% level.

The economic picture is somewhat different. While the US
economy has consistently grown above expectations over the
past two years, further signs of a weakening economy now
appear to be spreading in the second quarter. In our model,
the weak ISM Purchasing Managers' Index for the
manufacturing sector and the decline in consumer spending
have had a particularly noticeable impact: the model forecasts
GDP growth of just 1% (annualized, QoQ) for the second
quarter, with foreign trade in particular, but also private
consumption, weakening. GDP should grow by 1.8% in 2024.

In the eurozone, on the other hand, further robust growth by
local standards is on the horizon in the second quarter: Our
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model forecasts 0.3% quarter-on-quarter growth here
(annualized this corresponds to 1.3%). The past industrial
production figures, as well as leading indicators such as the
HCOB PMIs for May, showed an overall positive sentiment.
The service sector in particular is likely to make a positive
contribution to growth in the current quarter, while industry is
still somewhat hesitant. New data on industrial production will
not be published until the beginning of next month. We
consider growth of 0.3% to be realistic here. Eurozone GDP
should grow by 0.8% in 2024.

Growth momentum in China is likely to weaken in the second
quarter. After 1.6% QoQ in the first quarter, the second-
largest economy is likely to grow by around 1.1% QoQ in the
current quarter. Stronger foreign trade data and sentiment
indicators such as the NBS Purchasing Managers' Index have
recently been stronger than expected by our model. We
expect growth of 4.6% for the year as a whole.

Norman Liebke
Economist
Phone: +49 171 5466753
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NOWCASTS AT A GLANCE

GDP Nowcast
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About the publication "Global Growth Tracker"

The main purpose of the monthly publication "Global Growth
Tracker" is to provide a sound quantitative classification of the
data situation. The publication contains numerous models, all
of which fall under the collective term "nowcasting".

Definition Nowcasting

Nowecasting refers to the estimation of the near past, present
and near future, taking into account data from these periods.
HCOB Economics has set itself the task of estimating the
current observation period using these nowcasting models.
We estimate the gross domestic product (GDP) and the
inflation rate for the current quarter and the current month
respectively. We currently estimate these variables for the
USA, China, the eurozone, Germany, France, Italy and Spain.
From the last four countries, the so-called Euro 4 countries,
we estimate the economic development for the eurozone, as
these four countries already account for almost 75% of the
gross domestic product of the entire eurozone.

Technical process of the nowcasting models

In principle, we follow a "bottom-up" approach for all
estimates, i.e. we first estimate the individual components of
GDP or inflation - up to a certain level of granularity - and then
combine these into an overall estimate. This approach allows
us to make more detailed statements about the origin of
growth drivers than would be possible with a "top-down"
approach. For the USA, GDP is estimated from the
expenditure side due to the richer data, while for the other
countries this is done from the production side. The USA is
also a small special case in the econometric estimates (see
below). Individual indicators are selected for the individual
components of GDP - industry, services, agriculture -
depending on the level of granularity. For example, the HCOB
PMI for capital goods and the industrial production index for
capital goods from DESTATIS are used as estimates for the
industrial component "capital goods". If the monthly data is not
sufficient to estimate the complete observation period (e.g. if
only the first month of the quarter is available), then an
estimate is made using a previously estimated latent factor
(from a dynamic factor model) and an autoregressive process.
This factor augmented autoregression (FAAR) determines the
optimal number of lags of the time series to be estimated and
the latent factor using an information criterion (AIC, Akaike
Information Criterion). These monthly estimates and actually
published data are then linked to the quarterly GDP
component to be estimated using bridge equations. The
special case of the USA arises in that a Bayesian VAR model

(VAR, Vector Autoregression) is used to make an estimate
that is independent of monthly data, which is then later
combined with the estimate of the monthly data using a
weighting model. This procedure is thus similar to that of the
Federal Reserve Bank of Atlanta. The typical observation is
that the BVAR estimate is given a higher weight early in the
quarter, while the monthly estimate is usually given a higher
weight later in the quarter.

United States, Nowcast for Q1 2024 GDP, annualized
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Own interactive website

For those who would like to take a more detailed look at the
results of our models, we provide an interactive website that is
updated weekly. The accompanying text will be updated
whenever the "Global Growth Tracker" publication is released.
This page is expected to go live at the end of the month.

The model results in no way reflect the official forecasts of
HCOB and HCOB Economics. They are a purely quantitative
classification of the current data trends and are intended to
improve understanding of the current economic data.
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Disclaimer

The market information contained in this presentation is for informational purposes only.
It can not substitute own market research or separate legal-, tax- and financial advice
and information. This information is a marketing communication by the meaning of
Section 63 Paragraph 6 German Securities Trading Act [“Wertpapierhandelsgesetz”,
“WpHG”"] and Article 24 Paragraph 3 of the Directive 65/2014/EU. This information does
not contain ‘information recommending or suggesting in investment strategy’ or
‘investment recommendations’ (“investment research”) by the meaning of Section 2
Paragraph 9 Point 5 WpHG or Article 3 Paragraph 1 Point 34 and Point 35 of the
Regulation (EU) No. 596/2014. Therefore this information is not prepared in accordance
with legal requirements designed to promote the independence of investment research
and it is not subject to any prohibition on dealing ahead of the dissemination of
investment research. This presentation does not constitute an offer to buy or sell certain
assets.

Hamburg Commercial Bank AG points out that the herein published market information is
only meant for investors with own economical experience, who are able to evaluate the
risks and chances of the herein discussed market / markets and who are themselves able
to conduct research through a variety of sources. The statements and data contained in
this presentation are based on either thorough research by Hamburg Commercial Bank
AG or on sources that are considered reliable but cannot be verified. Hamburg
Commercial Bank AG regards the sources used as reliable but can not assess their
reliability with absolute certainty. Single pieces of information could only be assessed
regarding their plausibility; an assessment regarding their accuracy has not been made.
Furthermore, this presentation contains estimates and predictions based upon numerous
assumptions and subjective evaluations made by Hamburg Commercial Bank AG as well
as outside sources. This information is only meant to provide non-binding perceptions of

markets and products as of the time this presentation was issued.

Hamburg Commercial Bank AG and its respective employees thoroughly conducted work
on this presentation but can not guarantee completeness, actuality and accuracy of the
provided information and predictions.

This document may only be distributed in compliance with the legal regulations in the
respective countries and persons obtaining possession of this document should inform
themselves about and comply with the applicable local regulations.

This document does not contain all material information needed for economic decisions
and the information and predictions provided can vary from those made by other sources
/ market participants. Hamburg Commercial Bank AG as well as their organizational
bodies and employees can not be held responsible for losses resulting from the use of
this presentation, its contents or for losses which in any way are connected to this
presentation.

Hamburg Commercial Bank AG points out that it is not allowed to disseminate this
presentation or any of its contents. Damages to Hamburg Commercial Bank AG resulting
from the unauthorised dissemination of this presentation or any of its contents have to be
compensated for by the disseminator. The disseminator has to keep Hamburg
Commercial Bank AG free from all claims arising from the unauthorised dissemination of
this presentation or any of its contents and all legal cost in connection with those claims.
This particularly applies to a dissemination of this presentation to U.S. Persons or
persons situated in United Kingdom.



