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Daily Market Highlights

17-Mar: Fed signalled six additional rate hikes

Global equities rallied on hope for Chinese stimulus & Ukraine-Russia resolution
US yields rose, dollar weakened after Fed hike rates by 25bps
Oil prices tumbled further as Libya called for OPEC+ production boost

e US stocks advanced further on Wednesday after the Federal Reserve raised the Key Market Metrics

fed funds rate by 25bps as expected. The Russia-Ukraine peace talks also signalled

a firmer progress. The Dow Jones rose 518pts or 1.6% and the S&P 500 picked up Level d/d (%)
2.2%; the NASDAQ continued to outperform them both by climbing 3.8%. Earlier,  Equities
European stocks tracked the rally in Asian shares to finish higher amid a reversal Dow Jones 34,063.10 1.55
in risk sentiment as Chinese Vice Premier Liu He pledged more stimulus to boost  s&p 500 4,357.86 2.24
economic growth. The STOXX Europe 600 gained 3.1%. Hang Seng rebounded nNaspaq 13,436.55 3.77
sharply by 9.1% after a recent selloff induced by the Shenzhen lockdown. Stoxx 600 44845  3.06
. . . . . FTSE 100 7,291.68 1.62
Front-to-medium term yields rose in response to the Fed’s rate hike while long Fla] 53 25.762.01 1.64
term vyields fell slightly. The yield on the benchmark 2Y treasury notes edged
. . . Hang Seng 20,087.50 9.08
higher by 8.9bps to 1.94% while the 10Y UST vyield rose 4.1bps to 2.19%. The
curves flattened. sl e 329090 170
KLCI 30 1,571.32 0.89
The dollar fell against all G10 currencies except the JPY. The Swedish Krona
(+2.3%) topped the G10 chart after the Riksbank governor Stefan Ingves said he EX
did not rule out a rate hike this year, a huge shift from its previous stance of DollarIndex 98.62  -0.48
keeping rates at zero until 2024. The rest of the G10 gainers, except the CHF,  guR/USD 1.1035 0.72
strengthened by 0.7% to 1.3% against the USD. The dollar index tumbled by 0.5%  ggp/usD 1.3149 0.82
to 98.62. Gold prices fell 1.1% to $1909.2/0z but is seen rebounding by 1% this USD/JPY 1873 0.36
morning. AUD/USD 0.7290  1.31
.. USD/CNH 6.3637 -0.28
USD/MYR snapped a seven-day gaining streak to close 0.2% lower at 4.1980. MYR
. . . . USD/MYR 4.1980 -0.21
may track the broad-based strengthening of most currencies overnight, resulting
. . : . USD/SGD 1.3588  -0.51
in some further down moves in USD/MYR against a backdrop of positive
sentiment.
Commodities
Meanwhile, oil prices saw extended declines on Wednesday, moving further ~ WTI ($/bbl) 95.04  -1.45
below the $100 mark amid growing hope of a Russia-Ukraine resolution while  Brent ($/bbl) 98.02  -1.89
Libya urged OPEC+ to boost production. British PM Boris Johnson was optimistic  Gold ($/0z) 1,909.20  -1.06

over a Saudi oil boost after meeting with the Saudi Crown Prince. The US
benchmark WTI fell 1.5% to $95.04/barrel and Brent crude slumped 1.9% to
$98.02/barrel.

Source: Bloomberg, HLBB Global Markets
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Fed dot plot signalled additional six rate hikes in 2022; Powell concerned over super

tight job market and inflation:

e The Federal Reserve concluded its two-day meeting by raising the fed funds rate
target range by 25bps to 0.25-0.50% as expected, marking its first hike since 2018
and signalled more to come this year. The latest dot plot showed that 12 out of 18
FOMC officials predicted an additional six 25-basis-point rate hikes in 2022 as the




central bank attempts to combat the US surging inflation. Fed Chair Jerome Powell
expressed concerns over the “tight to an unhealthy level” labour market and its
implication on inflation in his post meeting press conference. The impacts of the
Russian invasion of Ukraine on the US economy were highly uncertain but may
create additional upward pressure on inflation and weigh on economic activity.
The Fed said that it will reduce its $9billion asset holding in the coming meeting,
as confirmed by Powell. Apart from that, the Fed also trimmed its median 2022
GDP growth to 2.8%, from 4.0% in the previous December forecasts, and
maintained the outlook for 2023 and 2024 respectively at 2.2% and 2.0%. It
projected the core PCE inflation to be higher at 4.1% in 2022, compared to 2.7%
in the previous forecasts. The upward adjustment also extends to 2023 (+2.6%)
and 2024 (+2.3%). The 2022 unemployment rate forecast was unrevised at 3.5%
while the fed funds rate is projected at 1.9%, versus 0.9% prior. The Fed said that
“with appropriate firming in the stance of monetary policy”, it “expects inflation
to return to its 2.0% objective and the labour market to remain strong”.

US retail sales supported by higher gasoline sales receipts; builder sentiment
weakened

US retail sales rose 0.3% m/m in February. The modest performance in sales came
following the upwardly revised 4.9% m/m growth in January but nonetheless
highlighting a solid consumer demand. Sales were supported by higher gasoline
sales (+5.3%) as gasoline prices crept up alongside the surge in global crude oil
prices. Clothing, vehicles & parts, building materials and dining sales also picked
up. A core retail sales gauge fell 1.2% m/m (Jan: +6.7%).

The US import price index picked up at a slower pace of 1.4% m/m in February
(Jan: +1.9%), but the 12-month rate remained high at 10.9% y/y (Jan: +10.7%) as
the persistent global supply chain constraints continued to exert upward
pressures on imported goods.

The NAHB Housing Market Index slipped to a six-month low of 79 in March, from
81 in February. The weaker builder sentiment reflects the concerns over higher
rates that may erode housing affordability.

The MBA mortgage applications fell 1.2% w/w after the 8.5% gain previously as
the higher mortgage rates made refinancing unattractive. The purchases index
which tracked the applications to buy homes, picked up 0.7% w/w.

Japan’s industrial output fell in January:

Japan’s January industrial production growth was revised upwards to reflect a
smaller 0.8% m/m decline, from -1.3% in the initial estimates. This followed the
1.0% m/m drop in output in December as the supply chain constraints alongside
the surge in Covid-19 cases curtailed manufacturing activity. On a year-on-year
basis, output fell 0.5% (revised from -0.9%) after the 2.7% vy/y growth in
December.

In a separate release, Japan’s core machinery orders fell 2.0% m/m in January
(Dec: +3.1%). Orders were however, higher by 5.1% vy/y, unchanged from
December (+5.1%).

New Zealand economy rebounded in 4Q21:

The New Zealand economy expanded by 3.0% q/q in the final quarter of 2021,
missing the consensus forecast of 3.3%. This followed the 3.6% contraction in the
third quarter as economic activity rebounded after the Covid-19 restrictions were
loosened in the country from the Alert 4 lockdown imposed in the third quarter.
The services (+2.5% q/q) and manufacturing (+6.5% q/q) industries led the growth
as the agricultural sector (-3.6% q/q) output fell. On a y/y basis, the 4Q GDP growth
accelerated to 3.0%, from -0.2% y/y prior. The RBNZ is still expected to tighten
policy this year, after raising the official cash rate to 1.0% last month.
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House View and Forecasts

FX This Week 1Q-22 2Q-22 3Q-22 4Q-22

DXY 97-100 96.15 96.40 96.30 96.30

EUR/USD 1.07-1.10 1.13 1.12 1.12 1.13

GBP/USD 1.29-1.32 1.34 1.33 1.35 1.36

AUD/USD 0.71-0.73 0.72 0.72 0.74 0.75

usb/IPY 117-119 115 116 115 114

USD/MYR 4.17-4.22 4.17 4.15 4.15 4.10

USD/SGD 1.35-1.37 1.35 1.34 1.34 1.33

Rates, % Current 1Q-22 2Q-22 3Q-22 4Q-22

Fed 0.25-0.50 0.25-0.50 0.75-1.00 1.25-1.50 1.25-1.50

ECB -0.50 -0.50 -0.50 -0.50 -0.50

BOE 0.50 0.75 1.00 1.00 1.00

RBA 0.10 0.10 0.10 0.10 0.25

BOJ -0.10 -0.10 -0.10 -0.10 -0.10

BNM 1.75 1.75 1.75 1.75 2.00

Source: HLBB Global Markets Research

Up Next
Date Events Prior
17/03 AU Employment Change (Feb) 12.9k
AU Unemployment Rate (Feb) 4.2%
SG Non-oil Domestic Exports YoY (Feb) 17.6%
HK Unemployment Rate SA (Feb) 3.9%
EZ CPI YoY (Feb F) 5.1%
UK Bank of England Bank Rate (17 Mar) 0.5%
US Building Permits MoM (Feb) 0.5%
US Housing Starts MoM (Feb) -4.1%
US Philadelphia Fed Business Outlook (Mar) 16.0
US Initial Jobless Claims (12 Mar) 227k
US Industrial Production MoM (Feb) 1.4%
18/03 JP Natl CPI Ex Fresh Food YoY (Feb) 0.2%

JP BOJ Policy Balance Rate (18 Mar) -0.1%
MA Exports YoY (Feb) 23.5%
EZ Trade Balance SA (Jan) -9.7b
EZ Labour Costs YoY (4Q) 2.5%
US Existing Home Sales MoM (Feb) 6.7%
US Leading Index (Feb) -0.3%

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.




