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Hotter than expected PPl sends yields higher

Markets were weaker on Thursday after hotter-than-expected producer
prices data sent Treasury yields higher as traders reassessed bets around
the timing of the Federal Reserve's first rate cut and high-flying chip stocks
extended their losses. The hot inflation report sent bond yields higher,
with the benchmark 10-year Treasury adding 10 basis points. The PPI
report is the last major piece of economic data to be released prior to the
Federal Reserve’s upcoming policy meeting, set for March 19-20. Traders
now see a 62% chance of the Fed cutting rates in June, down from 67%
before the data. The raft of economic data comes ahead of the Fed's policy
meeting next week, where the focus will be on possible cues about how
soon the central bank could kick off the rate-easing cycle. Chipmakers
such as Intel, Advanced Micro Devices and Tesla were all lower while shares
of Robinhood advanced after the trading app operator said its assets under
custody rose 16% in February. Oil prices rose on Thursday as the
International Energy Agency predicted a tighter market in 2024 and raised
its view on oil demand growth this year.

In economic news, U.S. producer prices increased more than expected in
February amid a surge in the cost of goods like gasoline and food, which
could fan fears that inflation was picking up again. The producer price
index for final demand rose 0.6% last month after advancing by an
unrevised 0.3% in January. Economists had forecast the PPI climbing 0.3%.
A separate showed U.S. retail sales rebounded in February, driven by
increases at auto dealerships and gasoline service stations, but consumer
spending is slowing as households grapple with inflation and higher
borrowing costs. Retail sales rose 0.6% last month with data for January
was revised lower to show sales tumbling 1.1% instead of 0.8% as previously
reported. The Labor Department reported initial claims for state
unemployment benefits fell 1,000 to a seasonally adjusted 209,000 for the
week ended March 9. Economists had forecast 218,000 claims in the latest
week. Canadian factory sales grew by 0.2% in January from December on
higher sales of motor vehicles, as well as chemical products, Statistics
Canada said on Thursday. Excluding motor vehicles and parts,
manufacturing sales were down 1.2%.
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