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Global Markets Research

Daily Market Highlights

14 Dec: US stocks notched gains post CPI data

Benchmark US equity indices rallied across; but pared gains from intraday high at close
CPI eased more than expected to +7.1% y/y in November
DXY dived below 104; Sterling hit a six-month high of 1.2438

e Stocks rallied after the release of US inflation data, but stayed cautious later ~Key Market Metrics

while waiting for the key Federal Reserve policy decision. The Dow narrowed Level did (%)
gains to 0.3% d/d (+104 points) at close after surging more than 700 points  Equities
earlier in the day. The S&P 500 added 0.7% d/d to close above 4k, while the  pow Jones 34,108.64 0.30
Nasdaq Composite rose 1.0% d/d. At session highs, the S&P 500 was up 2.7%,  s&p 500 4,019.65  0.73
while the Nasdaq advanced 3.8%. European markets also rallied as the US NASDAQ 11,256.81 1.01
inflation figures came in lower than forecast. Stoxx 600 closed 1.3% d/d, <o, Fur 600 442.60 1.29
while the FTSE gained 0.8% d/d. Similarly, Asia-Pacific shares traded in .., .9 7,502.89  0.76
positive territory with Nikkei 225 and Straits Times up 0.4% d/d and 1.0% d/d — 27.954.85  0.40
respectively. Hang Seng index was up 0.7% d/d after Chief Executive John Lee SR 19,596.20 -
announced further easing of Covid restrictions. Straits Times 3,271.28 S
. . L . KLCl 30 1,470.12  -0.29
Treasury yields slid, led by the front end, after the data showing inflation rose
less than expected for November fuelled hope that the Federal Reserve will
slow the pace of rate hikes. Swap pricing for the Fed terminal rate is now X
pared down to 4.88% in May 2023. The yield on the benchmark 10-year Dollarindex 103.98  -1.09
Treasury dropped 11bps to 3.51%, after earlier falling below the 3.5% level. ~ EUR/USD RLEE L
The 2-year Treasury yield was last down by nearly 16bps to 4.22%. GBP/USD 1.2366  0.79
UsD/JPY 135.59 -1.51
The British pound and euro both gained around 1.0% against the dollar, with  aup/usD 0.6855 1.63
sterling hitting a six-month high of 1.2438 against the greenback shortly after  ysp/cnH 6.9639 -0.37
the announcement. Against the yen, the dollar nosedived 1.5% d/d. The  ysp/myr 4.4285  0.24
Dollar Index, measuring the US unit’s value versus six major currencies, fell USD/SGD 1.3489 -0.59
1.1% d/d to 103.98. The Dollar, nevertheless, strengthened 0.2% d/d against
Ringgit. Commodities
T . . . ) WTI ($/bbl) 75.39 3.03
QOil prices rallied for second day as inflation data brighten outlook for soft
: : Lo Brent (5/bbl) 80.68 3.45
landing while bad weather delayed initial efforts to restart the Keystone
pipeline, initially targeted on Dec 14. Brent jumped 3.5% d/d, while West Gold (5/02) 813,90 158
Texas Intermediate (WTI) gained 3.0% d//d. Prices for gold also climbed to ~ C0PPer (55/MT) 849700  1.47
its highest levels in more than five months after rising 1.9% d/d. Aluminum($/MT) 245100 1.95
3,808.00  -3.95

US CPI eased more than expected; but remains top business concern

Prices rose less than expected in November, the latest sign that the runaway
inflation that has been gripping the economy is beginning to loosen up. CPI
rose just 0.1% m/m (consensus: +0.3% m/m, Oct: +0.4% m/m) and 7.1% y/y
(consensus: +7.3% vy/y, Oct: +7.7% vy/y). Core CPI also showed signs of
softening and deceleration, rising 0.2% m/m and 6.1% y/y. Falling energy
prices helped keep inflation at bay with a 1.6% m/m decline. Food prices,
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however, rose 0.5% m/m. Shelter costs, which make up about one-third of
CPI weighting, continued to escalate, rising 0.6% m/m.

The easing of inflation pressures helped give workers a lift after months of
seeing wage increases fall well short of inflation. Real average hourly earnings
rose 0.5% m/m for the same month, though they were still down 1.9% y/y
(Oct: -2.7%).

The Small Business Optimism Index rose above expectation by 0.6 points in
November to 91.9. Nevertheless, it should be noted that November’s reading
is the 11th consecutive month below the 49-year average of 98. Inflation
remains the top business problem for small business owners, with 32% of
owners reporting it as their single most important problem in operating their
business, 5 points lower than July’s highest reading since 4Q of 1979.

Eurozone ZEW Economic Sentiment improved for the 3rd month to -23.3
The ZEW Indicator of Economic Sentiment for Germany increased by 13.4
points to -23.3 points in December, the third consecutive rise since
September 2022 and was above expectation. The financial market experts’
sentiment concerning the economic development of the eurozone increased
by 15.1 points to -23.6, situation indicator climbed 7.7 points to -57.4, while
inflation expectations for the Eurozone fell very sharply to -79.3 points, 27.1
points m/m below November value.

UK unemployment rate rose again but pay growth keeps BOE on edge

The unemployment rate matched consensus, edging up to 3.7% in the three
months to Oct from 3.6% in the three months to Sept. Vacancies in the Sept-
to-Nov period, meanwhile, continued with its downward trend. Still, at
1.12m, job openings remain above pre-pandemic norms. Nevertheless,
regular pay rose by a stronger-than-expected 6.1% in the Aug-to-Oct period,
the biggest gain since records began in 2001, excluding jumps during the
COVID-19 pandemic which were distorted by lockdowns and government
support measures

Hong Kong IPI fell 0.6%, PPl decelerated to +0.4%

Industrial production for manufacturing industries decreased by 0.6% y/y in
3Q (+2Q: +2.7%), led by declines in the textiles and wearing apparel industry;
the metal, computer, electronic and optical products, machinery and
equipment industry; the food, beverages and tobacco industry; and the
paper products, printing and reproduction of recorded media industry.
Producer price index (PPI), meanwhile, decelerated to +0.4% y/y in 3Q (2Q:
+0.8% y/y), noting that a decrease in producer price was recorded in the
metal, computer, electronic and optical products, machinery and equipment
industry.

Australian consumer and business sentiment converged

Australia’s consumer sentiment remained deeply pessimistic and business
confidence turned negative for the first time this year as rapid-fire interest
rate increases dragged on the economy. Westpac’s consumer sentiment rose
to 80.3 in December, recovering from a 2.5-year low of 78.0 while pessimists
easily outweighed optimists. There are early signs that households are acting
on that sentiment, with data from the Commonwealth Bank of Australia
showing its household consumption intentions index rising by only 3.2% y/y
in November, down from a peak of 15.2% in August.

Business confidence turned negative in November (-4 vs 0 in October), falling
below zero for the first time since December 2021, while conditions remained
elevated at +20 index points despite easing 2ppts for the month. Conditions
remain strong across industries with only construction and finance, business
& property recording slight softening. Overall, the survey suggests the
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economy powered through November with consumers still spending in the
run up to Christmas, but firms have become increasingly pessimistic about

the future.

New Zealand home sales and prices fell as interest rates bite

tandem with this, median home prices also fell 12/4% y/y.

House View and Forecasts

New Zealand house prices fell in November as rising interest, access to
finance and concerns around the economy created uncertainty in the market.
According to REINZ, house sales plunged 36.1% y/y after Oct’s -34.7% y/y. In

FX This Week 4Q-22 1Q-23 2Q-23 3Q-23
DXY 103-106 100.00 98.00 96.04 96.04
EUR/USD 1.04-1.07 1.08 1.10 1.11 1.11
GBP/USD 1.21-1.25 1.25 1.26 1.27 1.27
usD/IPY 133-137 133 130 128 128
AUD/USD 0.67-0.69 0.69 0.70 0.72 0.72
USD/MYR 4.40-4.45 4.36 4.31 4.28 4.28
USD/SGD 1.34-1.37 1.33 1.32 1.30 1.30
Rates, % Current 4Q-22 1Q-23 2Q-23 3Q-23
Fed 3.75-4.00 4.25-4.50 5.25-5.50 5.25-5.50 5.25-5.50
ECB 2.00 2.75 2.75 2.75 2.75
BOE 3.00 3.25 3.25 3.25 3.25
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
RBA 3.10 3.10 3.10 3.10 3.10
BNM 2.75 2.75 3.00 3.00 3.00
Source: HLBB Global Markets Research
Up Next

Date Events Prior
14-Dec JN Core Machine Orders YoY (Oct) 2.90%

JN Tankan Large Mfg Index (4Q) 8

JN Industrial Production MoM (Oct F) -2.60%

UK CPI YoY (Nov) 11.10%

UK PPI Output NSA MoM (Nov) 0.90%

UK PPI Input NSA MoM (Nov) 0.80%

EC Industrial Production SA MoM (Oct) 0.90%

US MBA Mortgage Applications -1.90%

US Import Price Index MoM (Nov) -0.20%

US Export Price Index MoM (Nov) -0.30%
15-Dec US FOMC Rate Decision 3.75-4.00%

NZ GDP YoY (3Q) 0.40%

JN Exports YoY (Nov) 25.30%

AU Consumer Inflation Expectation (Dec) 6.00%

AU Unemployment Rate (Nov) 3.40%

CH 1-Yr Medium-Term Lending Facility Rate 2.75%

CH Industrial Production YoY (Nov) 5.00%

CH Retail Sales YoY (Nov) -0.50%

CH Fixed Assets Ex Rural YTD YoY (Nov) 5.80%

CH Surveyed Jobless Rate (Nov) 5.50%

UK Bank of England Bank Rate 3.00%

EC ECB Main Refinancing Rate 2.00%

US Empire Manufacturing (Dec) 4.5

US Retail Sales Advance MoM (Nov) 1.30%

US Initial Jobless Claims 230k

US Philadelphia Fed Business Outlook (Dec) -19.4

US Industrial Production MoM (Nov) -0.10%

US Business Inventories (Oct) 0.40%

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.




