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Jackson Hole - Digging In or Out?

Admittedly, at the Jackson Hole Symposium of
global central bankers, divining shifting sands is
ostensibly a tall order given global central banks
have already started cutting rates and the Fed is
arguably on the cusp of rate cuts too.

But equally, it is too hasty to dismiss Jackson
Hole’s relevance.

Not just due to spots of past prescience, but more
importantly, given the scope for potential
glimpses of poignant shifts in policy response
function.

If so, this may better inform of more rapid policy
shifts.

With the attendant bearing on more emphatic
bull steepening of the UST yield curve, and
avolatile path to a mellower dollar amid BoJ
efforts to subdue JPY volatility.

But for a start, it is critical to assess if the Fed
is digging inon controlled rate descent
premised on a “soft
digging itself out of non-linear recession risks.

landing” or

Jackson Hole ... Not Always Sexy: Admittedly,
the annual economic policy symposium hosted
by the Kansas City Fed, which gather all major
global  central  bankers and leading
academics, has had hits and misses. Moreover,
this year’s rather academic topic, “Reassessing
the Effectiveness and Transmission of Monetary
Policy”, arguably does not get hearts racing.

But Bears Watching: Nonetheless, it will
command attention, scrutiny
even, given occasional, but crucial,

prescience (e.g. US housing crisis) and a track
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of flagging  policy  shifts (forward
including the 2022
allusion to “keep at it (tightening)”.

record

guidance, “taper”, etc.),

Especially Given Policy Risks: Especially

coming hot on the heels of the BoJ-NFP shake-

down in markets, which was arguably triggered

by fears of an inadvertent policy mis-step; be it
the BoJ’s(being overly hawkish and unwittingly
setting off JPY-funded carry unwind) or the
Fed’s (insofar that “higher for longer” has tipped

over into “too high for too long”).

Number of Cumulative Cuts (of 25bps each): Bets on 50bp
September FOMC Cut Jump ... with 5-6 Cuts being Priced
in by Jan 2025! \
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i Smoothed Pace of Cuts (No. of 25bp Cuts Per Meeting): The
eu Post-NFP Jumpin Rate Cut Bets Conveys the Depth of US

s Recession Fears Corresponding to Haste of Cuts! |
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Augmented Policy Response: In particular, if
this results in anadmission of materially

augmented policy response
function, and associated economic/data
triggers.

Fed & Goldilocks

e Revisiting “long and variable lags”: For the Fed,
this may imaginably entail a more unequivocal
deference
monetary policy. That’s to say, the Fed
effectively upgrades risk to jobs in the context
of “higher for longer” beginning to bite (albeit

to “long and variable lags” of

Taylor Rule: Current Setting are Deliberately More
Restrictive amid perceptions of inflation risks ... but
Response Function could change Fairly Quickly on
Threats to Jobs/Growth/Fmancnal Stability
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more belatedly than expected given post-
pandemic distortions) .

e Dovish Tip: Therefore, implicitly tipping policy

sensitivity to downside economic risks (away
from inflation obsession), in
particular associated with sharp deterioration of
the job market. In other words, more
distinct dovish accents to data-dependence.

e & Respecting Non-Linearity: Crucially, if the

Fed makes reference to non-linearity associated
with job market deterioration, it will be a
significant dovish cue. In other words, any
admission to job market stress tending to not
onlyshow up belatedly but also escalate
abruptly will be code speak for policy bias to
cut deeper and faster on demand sag cues.

e Goldilocks Threatened: The upshot is that a

discussion of “effectiveness and transmission of
monetary policy” could offer the opportunity to
concede assumptions of “Goldilocks” soft-
landingbeing materially threatened in  the
context of “long and variable” lags ultimately
coming home to roost despite post-pandemic
distortions.

BoJ & JPY Bind

o JPY Stability Pre-Condition: For
the BoJ, necessary policy response shifts ought
to entail JPY stability pre-condition weaved
into future policy calibrations, especially given
its divergence from global policy inflection,
which potentially amplifies JPY volatility.

e Clarification: To some extent, the BoJ has
already flagged this, with the allusion
to further rate hikes being contingent on
market stability. But Jackson Hole provides an
opportunity to clarify and solidify its policy
position under calmer conditions.
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Co-Movement between Changes in Nikkei & Changes in USD/IPY
Underline Negative JPY-Nikkei Correlations. Further, Sharp JPY
Appreciation Poses Threats of Nikkei Meltdown from "Risk" &

Exports Channels.
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Complex JPY Mechanisms: Crucially, to point
out that complex JPY mechanisms involving
negative  correlations  with
equities/exporter earnings/tourism
gains/implied profitability mean that a very
guarded and gradual approach to further
tightening to “terminal rate” (estimated to be
0.50-0.75%) is critical.

Two-Way JPY Risks: The overarching point
being that excessive JPY volatility either way is
detrimental for the Japanese economy. And so,
while the BoJ was desperately trying to
backstop JPY (from persistent depreciation)
earlier, it cannot abide by excessively sharp JPY
spikes either.

Fed Conditionality: And to that end, the Fed’s
outsized sway on JPY valuations (via the rate
differential pull of UST-JGB spread) requires
BoJ to suspend even calibrated tightening if Fed
tips into more aggressive cuts (on Goldilocks
soft-landing threatened). Especially given the
inadvertent economic and market turbulence
from JPY gyrations.

Japanese

Fed Pivot Could Accentuate JPY Rebound (USD/IPY Puillback) From
Bol Tightening. Notably, the Optics of Fed-BoJ Divergence May Also
Exaggerate Upside JPY Volatility.
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Hyper-sensitivity to Demand/Jobs Data: Given
the scope for policy response shifts, expect
markets to become far more sensitive to data
swings. Over-reactions are likely to be skewed
in the direction of US demand/jobs data. Any
disappointment will invoke outsized Fed cut bets
while any upside surprise will see relief rebound
in rate expectations.

Us Unemployment Rate (%, 3-mth Avg): Current 53bps rise in 3-mth
average unemployment from past 12-month low is Triggers the
Sahm rule gauge of recession risks.

“Sahm's Threshold" for
Recession Gauge

The so-called "Sahm Rule” states that
when the three-month average
unemployment rate rises 50bp
(0.5%-pts) above the low point of
the prier 12 months, it is highly
likely that a recession would follow
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Risks
Bets: Notably, recession

Recession Goldilocks  Pivot

risks (such as that
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prompted by the Sahm Rule trigger post July unwind/risk off and/or adverse

NFP) are prone to be “risk off”, in stark contrast demand shocks expected to dent

earlier “Goldilocks” pivot bets that were risk on. exports/exporter currencies (thereby dampening
AXJ).

Pace of Cuts (of 25bps each, RHS) vs. VIX: What's Notable is
that if Recession Fears Prompt Upsized Rate Cut Bets,
then it is at least initially "Risk off".

22

Coincides with a sharp jump
in risk aversion .. that has
subsequently calmed
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Latent volatility may remain
elevated amid heightened
sensitivity to downturn risks
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e Front-end Yield Volatility: Given data over-
reactions amplifying gyrations in rate cut
bets, front-end UST curve yield volatility may
be par for the course. In particular as data will

probably be patchy and clouded heading into the
Sep FOMC.

e Bull Steepening: But looking past the volatility,
the bigger picture for bull steepening remains
compelling. And a distinct flip out of an inverted
yield curve to an upward-sloping yield curve is

likely in coming months.

e Bumpy USD: With Fed rate cuts and UST yields
headed lower, the case for a mellower USD
builds. But this is not likely to be a linear path,
instead being a bumpy and uneven one. Periods
of “risk off” could blunt USD sell-off, if not
retain USD dominance. Especially against
EM/high-yielding currencies amid carry
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MARKET COMMENTARY DISCLAIMER

THIS DOCUMENT IS NOT A RESEARCH REPORT AND IS NOT INTENDED AS SUCH.

Unless stated otherwise in the country specific distribution information below, this document has not been prepared in accordance with legal requirements in any country or jurisdiction
designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research. It is intended for informational
purposes only and does not purport to make any investment recommendations.

This document has been prepared solely for the information of the intended recipients. Recipients in any jurisdiction should contact your usual Mizuho contact in relation to any matters
arising from, or in connection, with this document.

This document has been prepared by Mizuho Bank, Ltd., Singapore Branch (‘MBSG”), a full bank, exempt capital markets services entity and exempt financial adviser regulated by the
Monetary Authority of Singapore (“MAS”), Mizuho Bank, Ltd., Hong Kong Branch (“MBHK”), a licensed bank regulated by the Hong Kong Monetary Authority, with business address at 12/F,
K11 Atelier, 18 Salisbury Road, Tsim Sha Tsui, Kowloon, Hong Kong, Mizuho Bank, Ltd., Sydney Branch, an authorised deposit-taking institution regulated by the Australian Prudential
Regulation Authority and holder of an Australian financial services licence (“MBAU”), Mizuho Securities Asia Limited (“MHSA”), licensed and regulated by the Hong Kong Securities and
Futures Commission and/or Mizuho Securities (Singapore) Pte. Ltd. (‘MHSS”), a holder of a capital markets services licence and an exempt financial adviser regulated by the MAS, as the
case may be.

This does not constitute investment or personal advice.

This document has been prepared solely for the purpose of supplying general market information and/or commentary for general information purposes to clients of MBSG, MBHK, MBAU,
MHSA, MHSS and their affiliates (collectively, “Mizuho”) to whom it is distributed, and does not take into account the specific investment objectives, financial situation or particular needs of
any client or class of clients and it is not prepared for any client or class of clients.

This is not an offer or solicitation.

This document is not and should not be construed as an offer to buy or sell or solicitation to enter into any transaction or adopt any hedging, trading or investment strategy, in relation to any
securities or other financial instruments.

Mizuho shall have no liability for contents.

This document has been prepared solely from publicly available information. Information contained herein and the data underlying it have been obtained from, or based upon, sources
believed by Mizuho to be reliable, but no assurance can be given that the information, data or any computations based thereon are accurate or complete and Mizuho has not independently
verified such information and data. Mizuho is not obliged to update any of the information and data contained in this document.

Mizuho makes no representation or warranty of any kind, express, implied or statutory, regarding, but not limited to, the accuracy of this document or the completeness of any information
contained or referred to in this document. Mizuho accepts no liability and will not be liable for any loss or damage arising directly or indirectly (including special, incidental or consequential
loss or damage) arising from or in connection with any person’s use or reliance of this document or the information contained in this document.

Information contained herein is no indication of future performance.

Some of the statements contained in this document may be considered forward-looking statements which provide current expectations or forecasts of futures events. Any opinions,
projections, forecasts and estimates expressed in the document are solely those of Mizuho based on factors it considers relevant as at the date of the document and are subject to change
without notice. Past performance is not indicative of future performance. Consequently, no expressed or implied warranty can be made regarding the projections and forecasts of future
performance stated therein.

This material is confidential.

This document is intended for the exclusive use by the recipients, and is provided with the express understanding that the information contained herein will be regarded and treated as strictly
confidential. All recipients may not reproduce or use this document in whole or in part, for any other purpose, nor disclose, furnish nor distribute this document to any other persons without
the prior written permission of Mizuho. Any such reproduction, use, delivery or distribution in form or to any jurisdiction may be effected only in accordance with all applicable laws and
regulations in the relevant jurisdiction(s).

Disclosure regarding potential conflicts of interest.

Mizuho, its connected companies, employees or clients may at any time, to the extent permitted by applicable law and/or regulation, take the other side of any order by you, enter into
transactions contrary to any recommendations contained herein or have positions or make markets or act as principal or agent in transactions in any securities mentioned herein or derivative
transactions relating thereto or perform or seek financial or advisory services for the issuers of those securities or financial instruments referred therein. Accordingly, Mizuho, its connected
companies or employees may have a conflict of interest that could affect the objectivity of this document. This document has been prepared by employees who may interact with Mizuho’s
trading desks, sales and other related personnel when forming the views and contents contained within.

Financial instruments may not be for sale to all categories of investors.

There are risks associated with the financial instruments and transactions referred to in this document. Investors should not rely on any contents of this document in making any investment
decisions and should consult their own financial, legal, accounting and tax advisors about the risks, the appropriate tools to analyse an investment and the suitability of an investment in their
particular circumstances. Mizuho is not responsible for assessing the suitability of any investment. Investment decisions and the responsibility for any investments are the sole responsibility
of the investor. Neither Mizuho nor of its directors, employees or agents accepts any liability whatsoever with respect to the use of this document or its contents.

WARNING: THE CONTENTS OF THIS DOCUMENT HAVE NOT BEEN REVIEWED BY ANY REGULATORY AUTHORITY. YOU ARE ADVISED TO EXERCISE CAUTION IN RELATION
TO SUCH CONTENTS. THIS DOCUMENT IS NOT INTENDED TO CONSTITUTE ANY INVESTMENT, LEGAL, FINANCIAL, BUSINESS, ACCOUNTING, TAXATION OR OTHER ADVICE.
IF YOU ARE IN ANY DOUBT AS TO THE ACTION YOU SHOULD TAKE, YOU SHOULD SEEK PROFESSIONAL ADVICE FROM YOUR RELEVANT ADVISERS ABOUT YOUR
PARTICULAR CIRCUMSTANCES. YOU ARE RESPONSIBLE FOR YOUR OWN INVESTMENT CHOICES.

This document is not directed to, or intended for distribution to or use by, any person who is a citizen or resident of, or entity located in, any locality, territory, state, country or other jurisdiction
where such distribution, publication, availability or use would be contrary to or restricted by law or regulation. Persons or entities into whose possession this document comes should inform
themselves about and observe such restrictions.

COUNTRY SPECIFIC DISTRIBUTION INFORMATION

Australia: This document is intended only for persons who are sophisticated or professional investors for the purposes of section 708 of the Corporation Act 2001 (Cth) of Australia
(“Corporations Act”), or “wholesale clients” for the purpose of section 761G of the Corporations Act. It is not intended for and should not be passed on, directly or indirectly, to other classes
of persons/investors in Australia. In Australia, Mizuho Bank, Ltd. Sydney Branch (“MBSQ”) is an authorised deposit-taking institution regulated by the Australian Prudential Regulation Authority
in accordance with the Banking Act 1959 (Cth), and holds an Australian financial services licence number 231240 (AFSL). Mizuho Securities Asia Limited (ABRN 603425912) and Mizuho
Securities (Singapore) Pte. Ltd. (ARBN 132105545) are registered foreign companies in Australia and are each exempt from the requirement to hold an AFSL under the ASIC Corporations
(Repeal and Transitional) Instrument 2023/588. MHSA is licensed by the Hong Kong Securities and Futures Commission under Hong Kong laws and MHSS is licensed by the Monetary
Authority of Singapore under Singapore laws, which laws differ from Australian laws respectively.

Costa Rica: Nothing in this document constitutes a representation that any investment strategy or recommendation contained herein is suitable or appropriate to a recipient’s individual
circumstances or otherwise constitutes a personal recommendation. This document is published solely for information purposes, it does not constitute an advertisement and is not to be
construed as a solicitation or an offer to buy or sell any securities or related financial instruments. In accordance with local laws, it does not constitute a public offering of securities under
Regulations for Public Offering of Securities (National Counsel of Financial System Supervision, article 11 of Session Act 571-2006), and therefore cannot be understood and interpreted as
an implicit or explicit offering that intends to place, issue, negotiate or trade securities transmitted by any means to the public or to certain groups. This document will not be disclosed to
groups of more than 50 investors.
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Guatemala: This document does not constitute an offering under the rules of the Ley del Mercado de Valores y Mercancias (Stock Exchange Act, Decree 34-96 of the Congress of the
Republic of Guatemala), and any of its amendments, including without limitation, Decree 49-2008 of the Congress of the Republic of Guatemala, and its applicable regulation (Governmental
Accord 557-97). The document will not be registered for public offering with the Securities Market Registry of Guatemala (Registro del Mercado de Valores y Mercancias), because the
products will not be offered or sold: (1) to any person in an open market, directly or indirectly, by means of mass communication; (2) through a third party or intermediary to any individual
person or entity that is considered an institutional investor, including entities that are under the supervision of the Guatemalan Superintendency of Banks (Superintendencia de Bancos ), the
Guatemalan banking regulator, the Guatemalan Social Security Institute (Instituto Guatemalteco de Seguridad Social) and its affiliates; (3) through a third party or intermediary to any entity
or vehicle used for purposes of collective investment; or (4) to more than 35 individual persons or entities.

Hong Kong: This document, when distributed in Hong Kong (“HK”), is distributed by MHSA or MBHK, depending of the Mizuho entity which you are a client of.

Japan: This document is intended only for certain categories of persons to whom a foreign securities broker is allowed to carry out regulated activities under the relevant articles of the
Financial Instruments and Exchange Act (the “Act”) and the subordinate legislative instruments (as amended), including but not limited to Financial Services Providers who are engaged in
an Investment Management and certain Financial Institutions subject to conditions and limitations in Article 17-3(i) of the Order for Enforcement of the Act. It is solely for the use of such
investors and shall not be distributed, forwarded, passed on or disseminated to any other person. This document is solely for the purpose of supplying general information and shall not
constitute any investment or financial advice in relation to any products or services.

Malaysia: These documents shall be distributed solely to existing subscribers or clients of Mizuho Securities, and do not constitute an invitation, offer, or recommendation to subscribe for or
purchase any securities mentioned therein. These materials also do not, whether directly or indirectly, refer to a prospectus in respect of securities of a corporation; in the case of a unit trust
scheme or prescribed investment scheme, a prospectus in respect of any unit of the unit trust scheme or prescribed investment scheme, as the case may be; an issue, intended issue, offer,
intended offer, invitation or intended invitation in respect of securities; or another notice that refers to a prospectus in relation to an issue, intended issue, offer, intended offer, invitation or
intended invitation in respect of securities. Whilst there may be statements concerning securities and/or derivatives of a certain corporation or entity in these materials, we wish to highlight
that these do not constitute, whether directly or indirectly, any form of advice, recommendation, encouragement, promotion, analysis, report or inducement to take any action , i.e., to buy,
sell, or hold any securities and/or derivatives, nor is it a form of inducement for the reader to take any position regarding a particular class, sector, or instrument in relation to the securities
and/or derivatives so mentioned.

New Zealand: This document is intended only for persons who are “wholesale investors” and “wholesale clients” under the Financial Markets Conduct Act 2013 (“FMCA”), as persons who
are an “investment business”, meet relevant investment activity criteria, are “large” or are a “government agency”, in each case within the meaning of clauses 37 to 40 of Schedule 1 of the
FMCA. It is not intended for, and should not be reproduced or distributed in any form to any other person in New Zealand. This document is distributed in New Zealand by MHSA or MHSS,
which are licensed in their respective jurisdictions but are not registered as overseas companies or financial service providers in New Zealand or licensed under the FMCA. Nothing in this
document constitutes or is supplied in connection with a regulated offer nor an offer to the public within the meaning of the FMCA.

Singapore: This document is distributed in Singapore by MBSG or MHSS, a holder of a capital markets services licence and an exempt financial adviser regulated by the MAS. Nothing in
this document shall be construed as a recommendation, advertisement or advice to transact in any investment product mentioned herein.

Where the materials may contain a recommendation or opinion concerning an investment product, MHSS is exempted from complying with sections 34, 36 and 45 of the Financial Advisers
Act 2001 of Singapore. This document is only intended for distribution to “institutional investors”, “accredited investors” or “expert investors”, as defined under the Financial Advisers
Regulations, and is solely for the use of such investors. It shall not be distributed, forwarded, passed or disseminated to any other person.

South Korea: This document is distributed in South Korea by Mizuho Securities Asia Limited, Seoul branch solely acting as a broker of debt securities under the Korea Financial Investment
Services and Capital Markets Act.

Switzerland: This document is not intended to be relied upon as a forecast, research or investment advice, and is not a recommendation, offer or solicitation to buy or sell any financial
instrument or to adopt any investment strategy mentioned in this document. The information contained on this document shall not be construed to be an advertisement for any of the financial
instruments or services mentioned herein.

Taiwan: This document distributed via MHSA or MHSS from outside Taiwan shall not be re-distributed within Taiwan and does not constitute recommendation of, and may not be used as a
basis for recommendation of, securities within Taiwan. This document may not be distributed to the public media or used by the public media without prior written consent of MHSA or MHSS
(as the case may be).

Thailand: This document does not constitute any investment or financial advice or any general advice in relation to any products or services and, when distributed in Thailand, is intended
only for “institutional investors”, as defined in the Notification of the Office of the Securities and Exchange Commission No. Gor Thor. 1/2560 Re: Provision of Advice to the Public which is
not classified as the undertaking of Investment Advisory Business dated 12 January 2017 (as amended). It is solely for the use of such investors and shall not be distributed, forwarded,
passed on or disseminated to any other person. The distribution of this document to such institutional investors in Thailand, is solely for the purpose of supplying general information, without
charge. It neither constitutes any intention to conduct, or any engagement in any securities business, service business, investment or financial advisory business, or any other business in
Thailand, for which Thai licensing is required, nor marketing, offering, solicitation or sale of any products, securities, or services to customers, potential customers or any person in Thailand.
United Arab Emirates (excluding the Dubai International Financial Centre and the Abu Dhabi Global Market): This document is intended only for persons who qualify as professional
investors as defined in the Securities and Commaodities Authority (“SCA”) Rulebook. It is not intended for or should not be passed on, directly or indirectly, to other classes of persons/investors
in the United Arab Emirates. The contents of this document have not been reviewed or approved by, or deposited with, the Central Bank of the United Arab Emirates, SCA or any other
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