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12-Apr: Concerns over Chinese growth deepened

Global equities, oil prices plummeted on China’s growth concern
Greenback broadly strengthened alongside higher UST yields ahead of US CPI
UK output indicators showed dimmer outlook

e US stocks slumped on Monday, tracking the decline in the global markets as the Key Market Metrics
city-wide lockdown in Shanghai as well as some localized lockdown in Guangzhou

could aggravate the global supply chain bottlenecks and weigh on growth outlook. Level did (%)
The Dow Jones dropped 1.2% while the S&P 500 fell 1.7% as investors dumped  Equities
energy and tech shares the most amid a broad-based sectoral decline. NASDAQ  pow Jones 34,308.08  -1.19
lost 2.2%, extending from last week’s selloff. S 441253 169
e Oil plunged over 4.0% in a single session as the outlook for Chinese demand MDA 1341196 -2.18
weakened. Brent crude settled below $100/barrel for the first time since mid- Stoxx 600 45826  -0.59
March at $98.48/barrel while WTI fell to $94.29/barrel. FTSE 100 7,618.31  -0.67
Nikkei 225 26,821.52 -0.61
e Longer tenure yields rose further to start the week and the yield curve steepened |, ng Seng 21,208.30  -3.03
as the market anticipated thfa impending policy tlghtenlng.by the Federal Reserve T 3.363.56  -0.58
ahead of today’s US CPI reading. The benchmark 10Y UST yield rose 8bps to 2.78%,
its highest level since Jan-2019 while the yield on the 2Y notes slipped to 2.5% (- SEREl 1,604.61 0.1
1.4bps).
EX
e The dollar gathered strength for the eighth consecutive session, supported by DollarIndex 99.93 0.14
higher yields. The dollar index closed 0.1% higher at 99.93. The greenback Epyr/usD 1.0884 0.06
strengthened against most G10 and nearly all Asian currencies. CHF emerged as GBP/USD 1.3030 0.04
the top gainer (+0.4%) in the G10 basket, followed by the marginal rise (less than
0.1%) in EUR, DKK and GBP. usD/JPY 125.37 0.83
AUD/USD 0.7417 -0.55
e The EUR was supported by French President’s Emmanuel Macron’s lead over his ~ USD/CNH 6.3884  0.29
nationalist rival Marine Le Pen during the first round of the French presidential USD/MYR 4.2310 0.24
elections. The Norwegian Krone (NOK) tanked 1.3% after Norway’s core CPl came USD/SGD 1.3651 0.11

in weaker than the consensus estimates, thus easing the Norges Bank rate hike

expectations. JPY fell 0.8% to 125.37 vs the USD on Fed-BOJ policy divergence. »
Commodities

e USD/MYR rose for the fourth consecutive session (+0.2%) to 4.2310 on Monday as WTI ($/bbl) SO
the ringgit weakened alongside its Asian counterparts against the dollar. The Brent($/bbl) 98.48  -4.18
overnight USD strength is expected to spill over into today’s Asian session, putting  Gold ($/0z) 1,944.30 0.14

an upside risk to our weekly range of 4.20-4.23, with next resistance at 4.2375.
Source: Bloomberg, HLBB Global Markets

UK indicators showed weakening growth momentum: Research

e The latest set of output indicators support the case of a dimmer UK growth outlook
heading into the second quarter. The UK nominal GDP growth slowed to 0.1% m/m
in February (Jan: +0.8%), reflecting the drop in construction (-0.1% m/m) and
manufacturing output (-0.4% m/m) which partially offset the modest gain in
services output (+0.2% m/m that was tourism-driven. Notably, within the services
sector, the winding down of the UK vaccination as well as the NHS Test & Trace
programmes contributed negatively to the human health and social work activity.




Industrial production went down by 0.6% m/m (Jan: +0.7%). The visible trade
deficit narrowed to £20.6b in the same month, from £23.9b prior thanks to the
7.8% m/m rise in exports and the 2.5% m/m fall in imports of goods.

China’s inflation heated up in March:

China’s inflation readings came in stronger than expected in March, spurring
renewed concerns that the higher price pressure may dampen growth outlook. CPI
inflation surged to 1.5% y/y in March, versus forecast of 1.4% y/y and up sharply
from the 0.9% y/y in February, driven by the 17.2% y/y jump in prices of vegetables
and 24.1% y/y rise in prices of transportation fuel.

PPl inflation eased to 8.3% y/y, from 8.8% y/y prior but was higher than the
consensus forecast of 8.1% y/y. The higher prices reflect the impact of higher
global commodity prices and the localised lockdowns in China that aggravated the
supply chain constraints.

Japan’s machinery tool orders picked up in March:

Japan’s machinery tool orders rose 19.8% m/m in March (Feb: -2.7%), as both
foreign and domestic orders turned higher following the loosening of Covid
restrictions. On a y/y basis, total orders were 30.2% higher (Feb: +31.6%).

Malaysia’s IPI growth weakened in February:

Industrial production growth tapered off to 3.9% y/y in February, from 4.3% y/y
prior, marking its weakest reading in five months due to the softer manufacturing
and electricity output growths and the continued contraction in mining.

In a separate release, wholesale & retail sales growth strengthened a 2" straight
month to 8.5% y/y in February (Jan: +7.7%), driven by the larger growth in
wholesale and retail sectors while the motor vehicles recorded slower growth.

House View and Forecasts

FX This Week 2Q-22 3Q-22 4Q-22 1Q-21
DXY 99-101 98.5 99.0 98.0 97.5
EUR/USD 1.08-1.10 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 120-125 121 120 120 120
USD/MYR 4.20-4.23 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
BNM 1.75 1.75 2.00 2.00 2.25

Source: HLBB Global Markets Research

Up Next
Date Events Prior

12/04 AU NAB Business Confidence (Mar) 13.0
UK Payrolled Employees Monthly Change (Mar) 275k
UK Jobless Claims Change (Mar) -48.1k
UK Average Weekly Earnings 3M/YoY (Feb) 4.8%
UK ILO Unemployment Rate 3Mths (Feb) 3.9%
UK Employment Change 3M/3M (Feb) -12k
EZ ZEW Survey Expectations (Apr) -38.7
US NFIB Small Business Optimism (Mar) 95.7
US CPI YoY (Mar) 7.9%

13/04 NZ Food Prices MoM (Mar) -0.1%

$ HonglLeong Bank




$ HonglLeong Bank

JP Core Machine Orders MoM (Feb) -2.0% Hong Leong Bank Berhad
AU Westpac Consumer Conf SA MoM (Apr) -4.2% Fixed Income & Economic Research, Global
NZ RBNZ Official Cash Rate (13 Apr) 1.0% Markets
UK CPI YoY (Mar) 6.2% Level 8, Hong Leong Tower
EZ Industrial Production SA MoM (Feb) 0.0% 6, Jalan Damanlela
US MBA Mortgage Applications (08 Apr) -6.3% Bukit Damansara
US PPI Final Demand YoY (Mar) 10.0% 50490 Kuala Lumpur

Tel: 603-2081 1221

CN Exports YoY (Mar) 20.9% Fax: 603-2081 8936
ax: ]
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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.
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