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Global Markets Research

07-Apr: FOMC minutes weighed on stocks, bonds

Fed plans to shrink asset holdings by $95b per month according to latest minutes
US stocks sold off alongside longer dated treasuries; USD strengthened
Oil prices tanked over 5% after IEA announced release of $120 million barrels of oil

e Global stocks and bonds sold off on Wednesday as the markets assessed the impact  Key Market Metrics
of the Fed’s imminent balance sheet tapering and more rate increases as well as
the new rounds of Western sanctions on Russia. Overnight, US stocks fell alongside Level did (%)
longer-term treasuries as the Fed spelled out its plan to tighten policy aggressively  Equities
in the latest FOMC minutes.

Dow Jones 34,496.51 -0.42
. . S&P 500 4,481.15 -0.97
e Tech shares led the losses again, as the NASDAQ index slumped 2.2%. The broader NASDA 13.888.82 529
S&P 500 fell nearly 1% while the Dow closed 0.4% lower. In Europe, the pan- o T '
European STOXX Europe 600 fell 1.6% alongside lower German, France and UK ~ Stoxx 600 455.97  -1.53
benchmarks. Most Asian markets ended Wednesday’s session in red. The Nikkei ~ FTSE 100 7,587.70  -0.34
225 fell 1.6% and Hang Seng lost 1.9%. Nikkei 225 27,350.30  -1.58
Hang Seng 22,080.52 -1.87
. o ee b . .
e The benc'hmark 1OY usT y|eId. rose 5.1bps to 2.60%, its highest Ievel. since April S T 342295  -0.64
2019 amid the selling of medium-to-long dated bonds. Short-term yields pulled
KLCI 30 1,604.72  0.50

back where the 2Y yield fell 4.2% bps to 2.47%.

e The dollar index rose for the fifth consecutive session, adding 0.1% to 99.60. The EX

USD strengthened against all G10 currencies amid poor sentiment. AUD erased DollarIndex 99.60 0.13
recent gains to become the biggest loser (-0.9%) in the G10 basket. GBP and EUR  gyr/usp 1.0896  -0.08
were relatively steady, posting minor losses of less than 0.1%. USD/MYR GBP/USD 13069  -0.04
rebounded by 0.1% to 4.2135 on Wednesday. The continuous USD strength may T . T
support the pair today at levels near 4.2200 with next resistance at 4.2250. ' ’
AUD/USD 0.7512 -0.88
e Oil prices tanked on Wednesday with Brent benchmark settling 5.2% lower at USD/CNH 6.3500  -0.29
$101.07/barrel. This followed the International Energy Agency (IEA)’s USD/MYR 4.2135 0.11
announcement that its 31 members will tap into their emergency stockpiles and  ysp/sGp 1.3598 0.03

add 120 million barrels of oil to the market including an additional 60 million barrels
from the US. The US EIA meanwhile, showed that crude stockpiles rose 2.4million

barrels last week. WTI closed 5.6% lower at $96.23/barrel. Commodities

WTI ($/bbl) 96.23  -5.62
e The US announced more sanctions targeting Russia’s largest banks, state-owned  Brent ($/bbl) 101.07  -5.22
entities and family members of top Russian officials including President Putin’stwo  Gold ($/0z) 1,918.40  -0.23

adult daughters as well as ban all new US investment in Russia. The UK said it would
end all imports of Russian coal and oil by end-2022, alongside a full asset freeze on ~ Source: Bloomberg, HLBB Global Markets
the largest Russian bank and all new UK outward investment into Russia. Research

Fed minutes shows Fed’s plan to shrink balance sheet by $95b per month:

e The March 15-16 FOMC minutes shed light on the Federal Reserve’s plan to tighten
policy in May onwards. Officials had opted to raise the fed funds rate by 25bps
during that meeting, although they would have preferred a 50bp increase if it
weren’t for the near-term uncertainty associated with the Russian invasion of
Ukraine.




In terms of balance sheet reduction, officials agreed to shrink its securities holding
at a faster pace than the 2017-2019 episode amid the elevated inflation and tight
labour market conditions. Officials agreed to reduce its $8.9 trillion balance sheet
by $95b per month in May i.e., $60b for treasuries and $35b for mortgage back
securities.

They agreed that “one or more 50 basis point increases in the target range could
be appropriate at future meetings, particularly if inflation pressures remained
elevated or intensified”. All members expressed strong commitment to restore
price stability and agreed that the monetary policy stance should be changed to
neutral.

US mortgage applications slumped as interest rates rose:

The MBA mortgage applications fell 6.3% w/w last week, extending from the 6.8%
decline prior. The refinancing applications fell 9.9% w/w to a three-year low while
the applications to purchase homes were down by 3.4% w/w. Mortgage rates rose
across the board, tracking the higher treasury yields. Notably, the average 30Y fixed
rate contract rate picked up sharply by 10bps to 4.9% (vs 3.4% a year ago).

Hong Kong and China’s PMI weakened to below 50 in March:

The S&P Global Hong Kong PMl slipped to 42.0 in March, from 42.9 prior, reflecting
the deteriorating business conditions in Hong Kong as the city-state battled Covid-
19 outbreak and supply chain constraints stemming from the lockdowns in
Mainland China and the Russia-Ukraine war.

The Caixin China Services PMI slumped to 42.0 in March as well, from 50.2 in the
previous month. The sharp drop in services activity coincides with the localised
lockdowns reintroduced by the government to curb the spread of the Covid-19
cases.

House View and Forecasts

FX This Week 2Q-22 3Q-22 4Q-22 1Q-21
DXY 97-99 98.5 99 98 97.5
EUR/USD 1.10-1.12 1.1 1.09 1.1 1.12
GBP/USD 1.30-1.32 1.29 1.28 1.3 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 4.2 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
BNM 1.75 1.75 2.00 2.00 2.25
Source: HLBB Global Markets Research
Up Next
Date Events Prior
07/04 AU Exports MoM (Feb) 8.0%
MA Foreign Reserves (31 Mar) $115.2b
EZ Retail Sales MoM (Feb) 0.2%
US Initial Jobless Claims (02 Apr) 187k
08/04 Nil

Source: Bloomberg
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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.




