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Global Markets Research

10-May: Extended selloff in global equities

US equity benchmarks slumped to 2022 lows, led by energy & tech shares
Treasury yields retreated; 10Y UST yield remained above 3.00%
Crude oil prices collapsed as investors mulled Saudi price cut and European sanctions

e The global equity markets plummeted further on Monday, extending from last Key Market Metrics
week’s selloff as the elevated inflation and central bank tightening cloud growth

outlook. US stocks saw another session of brutal selling (-2.0% to -4.3%), led by Level did (%)
energy and tech shares, leaving all three major indexes at their new 2022 lows.  Equities
The pan-European STOXX Europe 600 fell 2.9% amid a broad decline in European .\ o 3224570  -1.99
. S o o .
shares while the Nikkei 225 and Hang Seng erased 2.5% and 3.8% respectively. oy 300124 -3.20
e Bonds however rebounded as stocks suffered further losses; US treasury yields HABIEe! treted ey
plunged by 8-15bps on Monday led by the strong appetites for the front-to-  Stoxx 600 41746 -2.90
medium tenures. The yield on the benchmark 2Y UST notes shed 14bps to 2.60%  FTSE 100 7,216.58  -2.32
while the 10Y UST yield fell 9bps to 3.04%, after hitting 3.13% last Friday. Nikkei 225 26,319.34  -2.53
: . Hang Seng 20,001.96 -3.81
e The dollar traded on a mixed note on Monday. The dollar index was flat at 103.65 o 3.275.07 0.51
(-0.01%) as the stronger JPY and EUR offset the weaker GBP, CHF, CAD and SEK.  Straits Times o -
Among the G10 currencies, commodity currencies suffered serious losses (1-2%)  KLCI 30 1,549.18  -0.97
alongside the collapse in crude oil.
ﬂ
° :;ent cru;):ie talnkedh5.7% tIS $105.94£barril whiIZ.WT.I lost a wzozping 6.1% Itlo Dollar Index 103.65 -0.01
03.09/barrel as the mar et.reacte to.t e Saudi price cut and the potentially EUR/USD 1.0561 0.09
less severe European oil sanction on Russia.
GBP/USD 1.2332 -0.13
e On the local front, USD/MYR rose further by 0.41% to 4.3845 on Monday, its USD/JPY 130.29  -0.21
strongest level since April 2020. USD/MYR outlook remains slightly bullish, Aub/usD 0.6952  -1.75
potentially in a range of 4.35-4.40 in our view despite the persistently overbought  ;5p /cnp 6.7566  0.57
condition since mid-April. Key event rl.sk this week namely, .the BNM OPR decision USD/MYR 4.3845 0.41
on 11-May and 1Q GDP on 13-May is expected to keep investors on toes. We
UsD/SGD 1.3907 0.40

expect no change in the OPR at the upcoming meeting although markets are
turning split on the decision.
Commodities
Eurozone Sentix investor confidence turned more negative: WTI ($/bbl) 103.09  -6.09
e The Sentix Investor Confidence Index slipped to -22.6 in May, from -18.0 prior.
This marked the index’s third consecutive month of negative reading ever since
the Russian invasion of Ukraine began in late February. The survey showed that
both the current situation and expectations indexes dropped further by 4-5pts in Source: Bloomberg, HLBB Global Markets
the negative territory as the growth outlook for the Eurozone turned even murkier  poseareh
amid the ongoing conflict, higher inflation and the withdrawal of stimulus by the
European Central Bank.

Brent ($/bbl) 105.94  -5.74
Gold ($/0z) 1,858.60  -1.29

Japan’s services PMI rose above 50:

e The Jibun Bank Japan Services PMI rebounded to 50.7 in April (Mar: 49.4), ending
a three-month sub-50 streak. The renewed expansion in the Japanese services
sector came as the remaining Covid-19 restrictions were lifted. The survey,
however, did point out the drop in total demand for the third time in four months




related to the Ukraine war and China’s Covid outbreak. Nonetheless, the overall
outlook for business activity has strengthened.

Japan’s household spending fell 2.3% y/y in March (Feb: +1.1%), less than the
expected decline of 3.3% y/y. On a monthly basis, spending rose 4.1% m/m (Feb:
-2.8%) thanks to the lifting of Covid rules as stated earlier.

China’s external trade weakened amid Covid outbreak:

China’s external trade weakened in April amid the extended lockdown in Shanghai
while authorities began to tighten curbs in the capital city of Beijing in late April
following an outbreak. China’s exports rose a mere 3.9% y/y in April (Mar:
+14.7%), marking its weakest growth in nearly two years although the reading
beat the consensus forecast of 2.7% y/y. The shutdown of factories affected
production while the imposition of strict testing rules created huge logistical
challenges, resulting in the delay in shipments of goods to the foreign markets.
Imports were unchanged y/y in the same month, marking its second month of flat
reading (Mar: -0.1%) as the overall Chinese demand for overseas goods slumped
substantially when residents stayed home and factories did not operate
temporarily.

House View and Forecasts

FX This Week 2Q-22 3Q-22 4Q-22 1Q-23
DXY 102-105 98.5 99.0 98.0 97.5
EUR/USD 1.04-1.06 1.10 1.09 1.10 1.12
GBP/USD 1.22-1.25 1.29 1.28 1.30 1.31
AUD/USD 0.70-0.72 0.76 0.77 0.76 0.76
usD/JPY 129-131 121 120 120 120
USD/MYR 4.35-4.40 4.20 4.18 4.16 4.16
USD/SGD 1.38-1.39 1.36 1.35 1.34 1.33
Rates, % Current 2Q-22 3Q-22 4Q-22 1Q-23
Fed 0.75-1.00 1.25-1.50 2.00-2.25 2.50-2.75 2.50-2.75
ECB -0.50 -0.50 -0.50 -0.25 -0.25
BOE 1.00 1.25 1.25 1.25 1.25
RBA 0.35 0.50 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
10/05  NZ Card Spending Retail MoM (Apr) -1.3%
AU CBA Household Spending MoM (Apr) 9.2%
JP Household Spending YoY (Mar) 1.1%
AU NAB Business Confidence (Apr) 16.0
MA Industrial Production YoY (Mar) 3.9%
EZ ZEW Survey Expectations (May) -43.0
US NFIB Small Business Optimism (Apr) 93.2
11/05 AU Westpac Consumer Conf SA MoM (May) -0.9%
CN PPI YoY (Apr) 8.3%
CN CPI YoY (Apr) 1.5%
MA BNM Overnight Policy Rate (11 May) 1.75%

MA Foreign Reserves (29 Apr) --
US MBA Mortgage Applications (06 May) --
US CPI YoY (Apr) 8.5%

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 favourable 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.




