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Daily Market Highlights

06-Apr: Hawkish Fed speaks pressured US stocks and UST

US stocks, treasuries sold off on Brainard’s hawkish remarks

AUD strengthened after RBA dropped “patient” language; JPY erased gains

US government blocked Russia from paying debt via US banks

after a recent rally; NASDAQ recorded the steepest losses of 2.3% among the main Level did (%)
US indexes. The Dow Jones fell 0.8% while the S&P 500 ticked lower by 1.3%.  Equities
European stocks closed lower in general while Asian markets registered mixed oo 3464118  -0.80
performances. P TS 452512 1.26
e Brainard, who is awaiting Senate confirmation to become the Fed’s vice chair, MRS L2 Ut
spoke of the “paramount importance to get inflation down”. She said that the Fed ~ Stoxx 600 463.07  0.19
will tighten policy via a series of rate increases and by starting to reduce its $9  FTSE 100 7,613.72 0.72
trillion balance sheet at a “rapid pace” as soon as the May FOMC meeting. Nikkei 225 27,787.98  0.19
. . . Hang Seng 22,502.31 2.0
e UST yields jumped by 9.2 to 15.9bps across the curve on Brainard’s words. The
yield on the benchmark 10Y UST surged to 2.66% (+15.2bps) versus the 2Y notes ~ Straits Times 34450 082
which yielded 2.51%. The 2Y/10Y yield curve returned to normal after being  KLCI 30 1,59%.79  -0.13
inverted for three sessions.
EX
e Meanwhile, the dollar index moved up for the fourth straight session, to 99.47 Dollar Index 99.47 0.48
(+0.5%). The USD strengthened against .aII G10 currencies except the AUP and e 10505 -0.61
NZD. AUD surged 0.5% after the RBA signalled a soon-to-happen rate hike by
dropping the patient stance. JPY led the losses (-0.7%), reversing the earlier gains GBP/USD 135074 8032
to circa 122 during the Asian session. The yen had been boosted by BOJ governor ~ USD/JPY 123.60  0.66
Kuroda’s comment that the yen’s recent move was “somewhat rapid”. He said  aAuD/uUsD 0.7579 0.48
that a weaker yen is positive for the overall Japanese economy. USD/CNH 6.3775 0.05
e USD/MVYR fell 0.3% to 4.2090 as the ringgit strengthened alongside some Asian USD/MYR 42090 026
currencies. The firmer greenback overnight may help push USD/MYR back up to USb/sGD ket el
4.2100-4.2200 today as risk-off sentiment returns to grip global markets.
Commodities
e Oil prices erased some recent gains. Brent crude fell 0.8% to $106.64/barrel while  \y1 ($/bbl) 101.96  -1.28
WTI shed 1.3% to $101.96/barrel. Brent ($/bbl) 106.64  -0.83
e Western allies are set to impose more sanctions on Russia. The US government Cole /2] 1,922.90 0.33
moved to block Russia from using US banks to make foreign debt payments as part Source: Bloomberg, HLBB Global Markets
of its bid to drain Russia economically, raising the prospects of a Russian default.  gresearch

US stocks pulled back and treasury yields rose sharply on top Federal Reserve
official Lael Brainard’s hawkish remarks. Tech shares led the selloff on Tuesday

The EU is set to propose new sanctions that may include banning imports worth
€9b and exports worth €10b to the country.

Australia’s RBA dropped “patient” language:

The RBA maintained the cash rate at 0.1% yesterday as expected. Notably, it
dropped the word “patient” with regards to monitoring Australia’s inflation,
suggesting that a rate hike may soon happen. While it mentioned that “inflation
has picked up and a further increase is expected”, it remained cautious on wage
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growth trajectory. It said that wage growth rates are still lower than levels
supposedly consistent with inflation being sustainably within the 2-3% target.
RBA maintained the view that the Australian economy is resilient but rising prices
are putting pressure on household budgets and the floods are causing hardship
for many communities. It continued to highlight the strength in the labour market
as the unemployment rate is still expected to fall below 4% this year and to remain
so next year.

RBA concluded by saying that it will assess important additional evidence on both
inflation and the evolution of labour costs over the coming months to achieve its
employment and inflation goals.

US services sector grew despite persistent supply chain issues:

The US ISM Services Index rose to 58.3 in March (Feb: 56.5) and the S&P Global
US Services PMI also rose to 58.0 (Feb: 56.5), signalling robust growth in the US
services sector. The higher ISM index was driven by stronger output, new orders,
employment and new export orders. The report highlights continuous price
pressures resulting from global supply chain challenges and higher energy prices.
The US registered a trade deficit of $89.19b in February, near the record high level
of January (-589.23b). Imports rose 1.3% m/m to a fresh high of $317.8b, reflecting
higher purchase of industrial supplies and the record level services imports.
Exports also picked up 1.8% m/m to $228.6b.

Services sectors gathered momentum as Covid restrictions eased by governments:

The S&P Global Eurozone Services PMI was little changed at 55.6 in March (Feb:
55.5), adding to signs of continuously strong expansion in the services sector
activity thanks to the looser Covid-19 restrictions.

UK S&P Global/CIPS UK Services PMI ticked up to 62.6 in March (Feb: 60.5) as the
removal of pandemic restrictions and return to offices led to a sharp rebound in
customer demand, boosting the services sector output.

Japan’s services PMI improved to 49.4 in March (Feb: 44.2) indicating less severe
contraction in the services sector following the easing of Covid-19 restrictions.

Singapore’s retail sales fell in February:

Singapore’s retail sales fell 1.2% m/m in February (Jan: -2.2%), translating to 3.4%
y/y decline in February (Jan: +12.0%). Compared to January, nearly all categories
of goods fell m/m, with the largest drop being recorded in the sales of department
store goods (-11.5%), reflecting the impact of softer demand post-Lunar New Year.
The S&P Global Singapore PMI rose to 52.9 in March (Feb: 52.5). The main driver
behind the increase in the headline PMI was the slower decline in employment
levels as demand and output growth slowed in March. Selling prices climbed at a
record pace and sentiments also turned negative for the first time in 19 months.

House View and Forecasts

FX This Week 2Q-22 3Q-22 4Q-22 1Q-23
DXY 97-99 98.5 99.0 98.0 97.5
EUR/USD 1.10-1.12 1.10 1.09 1.10 1.12
GBP/USD 1.30-1.32 1.29 1.28 1.30 1.31
AUD/USD 0.74-0.76 0.76 0.77 0.76 0.76
usD/JPY 120-124 121 120 120 120
USD/MYR 4.19-4.23 4.20 4.18 4.16 4.16
USD/SGD 1.35-1.37 1.36 1.35 1.34 1.33
Rates, % Current 2Q-22 3Q-22 4Q-22 1Q-21
Fed 0.25-0.50 1.25-1.50 1.75-2.00 2.00-2.25 2.00-2.25
ECB -0.50 -0.50 -0.50 -0.25 -0.25
BOE 0.75 1.25 1.25 1.25 1.25
RBA 0.10 0.10 0.75 1.00 1.25
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
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BNM 1.75 1.75 2.00 2.00 2.25
Source: HLBB Global Markets Research

Up Next
Date Events Prior
06/04 HK S&P Global Hong Kong PMI (Mar) 42.9 Hong Leong Bank Berhad
CN Caixin China PMI Services (Mar) 50.2
EZ PPI MoM (Feb) 5.29% Fixed Income & Economic Research, Global
US MBA Mortgage Applications (01 Apr) -6.8% Level 8. Hon LeonM?;I\f:'
07/04 US FOMC Meeting Minutes (16 Mar) -- ' 6 Jaglan Dagmanlela
AU Exports MoM (Feb) 8.0% ,Bukit Damansara
MA Foreign Reserves (31 Mar) $115.2b 50490 Kuala Lumpur
EZ Retail Sales MoM (Feb) 0.2% Tel: 603-2081 1221
US Initial Jobless Claims (02 Apr) 187k Fax: 603-2081 8936
Source: Bloomberg HLMarkets@hlbb.hongleong.com.my
DISCLAIMER

This report is for information purposes only and does not take into account the investment objectives, financial situation or particular needs of
any particular recipient. The information contained herein does not constitute the provision of investment advice and is not intended as an offer
or solicitation with respect to the purchase or sale of any of the financial instruments mentioned in this report and will not form the basis or a
part of any contract or commitment whatsoever.

The information contained in this publication is derived from data obtained from sources believed by Hong Leong Bank Berhad (“HLBB”) to be
reliable and in good faith, but no warranties or guarantees, representations are made by HLBB with regard to the accuracy, completeness or
suitability of the data. Any opinions expressed reflect the current judgment of the authors of the report and do not necessarily represent the
opinion of HLBB or any of the companies within the Hong Leong Bank Group (“HLB Group”). The opinions reflected herein may change without
notice and the opinions do not necessarily correspond to the opinions of HLBB. HLBB does not have an obligation to amend, modify or update
this report or to otherwise notify a reader or recipient thereof in the event that any matter stated herein, or any opinion, projection, forecast or
estimate set forth herein, changes or subsequently becomes inaccurate.

HLB Group, their directors, employees and representatives do not have any responsibility or liability to any person or recipient (whether by
reason of negligence, negligent misstatement or otherwise) arising from any statement, opinion or information, expressed or implied, arising
out of, contained in or derived from or omission from the reports or matter.

Potential and actual conflict of interest may arise from the activities of HLB Group. HLB Group constitute a diversified financial services group.
These entities engage in a wide range of commercial and investment banking, brokerage, funds management, hedging transactions and other
activities for their own account or the account of others. In the ordinary course of their business, HLB Group may effect transactions for their
own account or for the account of their customers and hold long or short positions in the financial instruments. HLB Group, in connection with
its business activities, may possess or acquire material information about the financial instruments. Such activities and information may involve
or have an effect on the financial instruments. HLB Group have no obligation to disclose such information about the financial instruments or
their activities.

The past performance of financial instruments is not indicative of future results. Whilst every effort is made to ensure that statements of facts
made in this report are accurate, all estimates, projections, forecasts, expressions of opinion and other subjective judgments contained in this
report are based on assumptions considered to be reasonable as of the date of the document in which they are contained and must not be
construed as a representation that the matters referred to therein will occur. Any projections or forecasts mentioned in this report may not be
achieved due to multiple risk factors including without limitation market volatility, sector volatility, corporate actions, the unavailability of
complete and accurate information. No assurance can be given that any opinion described herein would yield favorable investment results.
Recipients who are not market professional or institutional investor customer of HLBB should seek the advice of their independent financial
advisor prior to taking any investment decision based on the recommendations in this report.

HLBB may provide hyperlinks to websites of entities mentioned in this report, however the inclusion of a link does not imply that HLBB endorses,
recommends or approves any material on the linked page or accessible from it. Such linked websites are accessed entirely at your own risk. HLBB
does not accept responsibility whatsoever for any such material, nor for consequences of its use.

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any state,
country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. This report is for the
use of the addressees only and may not be redistributed, reproduced or passed on to any other person or published, in part or in whole, for any
purpose, without the prior, written consent of HLBB. The manner of distributing this report may be restricted by law or regulation in certain
countries. Persons into whose possession this report may come are required to inform themselves about and to observe such restrictions. By
accepting this report, a recipient hereof agrees to be bound by the foregoing limitations.
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