$ HonglLeong Bank

18 March 2022

Global Markets Research

18-Mar: Stocks pushed higher despite oil rebound

US stocks on track to close the week higher; dollar took a beating
Oil prices jumped back above $100/barrel as Russia dismissed peace talk progress
Bank of England hiked policy rate three times in a row to 0.75%

e US stocks rallied for the third session in a row as investors digested central banks’ Key Market Metrics
tightening and awaited the Friday talk between Presidents Xi and Biden while

monitoring the Ukraine-Russia headlines. This was despite the fact that oil prices Level d/d (%)
climbed back above $100/barrel on Thursday. The Dow Jones, S&P 500 and  Equities
NASDAQ rose 1.2%-1.3%, on track to close out the week with gains. Stocks saw  pow Jones 34,480.76 1.23
mixed performances in Europe earlier and extended gains in Asia. The Hang Seng SR ER 4,411.67 1.23
Index jumped another 7.0% after the 8.7% increase previously. President Xi vowed
. - . NASDAQ 13,614.78 1.33
to keep the economic and social impacts of Covid measures low.
Stoxx 600 450.49 0.45
e Front-to-medium end treasury yields retreated around 1.4-3.7bps following the  FTSE 100 7,385.34  1.28
up moves in the prior session when the Fed announced a rate hike. Long term  Nikkei 225 26,652.89 3.46
yields ended higher. The benchmark 10Y UST fell 1.4bps to 2.17%. Yoo SemnE 21,501.23  7.04
e In the FX market, the USD weakened while the AUD/USD (+1.2%) led the rally >traits Times 332271 oo
among G10 currencies as oil prices rebounded. The dollar index shed another 0.7% Sy 1,590:88 124
to 97.97. GBP/USD spiked to as high as 1.3211 after the BOE hiked rate before
pulling back to close the session unchanged at 1.3149. EX
Dollar Index 97.97 -0.65
e USD/MYR rebounded from the session’s low of 4.1825 to close at 4.1960 on EUR/USD 1.1091 0.51
Thursday, little changed (-0.04%) from the previous day. Support to MYR may GBP/USD 1.3149 0.00
come in the form of higher oil prices today amid a broadly weaker greenback, but
pre-weekend caution may limit the USD/MYR’s downsides. SRl 1a.0 0.1
AUD/USD 0.7376 1.18
e Gold futures recovered 1.8% to $1943.20/0z, snapping a four-day losing streak. ~ USD/CNH 6.3631  -0.01
Crude oil prices staged a dramatic rebound as a Kremlin spokesman labelled a  USD/MYR 41960  -0.04
recent report of major peace talk progress between Russia and Ukraine as wrong.  ysp/sGp 1.3536  -0.38

This came as the International Energy Agency (IEA) warned of a prospect of large-
scale disruptions to Russian oil production that would create a global oil supply

shock. Brent crude shot up 8.8% to $106.64/barrel while WTI gained 8.4% to Commodities

$102.98/barrel. WTI ($/bbl) 102.98 8.35
Brent (S/bbl) 106.64 8.79
Bank of England hiked rate to 0.75% as expected: Gold ($/o0z) 1,943.20 1.78

e The Bank of England MPC voted 8-1 to hike the benchmark Bank Rate from 0.5%
to 0.75% on Thursday, marking its third successive rate hike since December,  Source: Bloomberg, HLBB Global Markets
pushing rates back to the pre-pandemic level. The BOE judged that the lift-off is Research
appropriate taking into account the current tightness of the labour market,
continuing signs of robust domestic cost and price pressures, and the risk that
those pressures will persist. Inflation is expected to increase further in the coming
months, to around 8.0% in 2Q22 and “perhaps even higher” later this year. There
is also the potential exacerbation of the global supply chain disruptions resulting
from the Russian invasion of Ukraine.

e The MPC stressed the primacy of price stability in its monetary policy framework,
meaning that it must focus on combating high inflation. The economy has been




subjected to a succession of very large shocks, such as the invasion. It
acknowledged that the UK aggregate income and spending may be weighed
further should global energy and tradable goods prices remain elevated but
stressed that this is something “monetary policy is unable to prevent”. The MPC
signalled more hikes to come, maintaining that “some further modest tightening
in monetary policy may be appropriate in the coming months”.

US manufacturing output rose; homebuilding activity picked up:

Industrial production in the US rose 0.5% m/m in February, matching the
consensus forecast. Output growth slowed from the 1.4% rate in January,
reflecting the lower utilities output. Manufacturing production gained 1.2% m/m,
its strongest in four months as supply chain disruptions eased prior to the Russia-
Ukraine war and before the lockdown of Shenzhen.

Housing starts rose 6.8% m/m in February to the seasonally adjusted 1.77mil
annualised rate, its best reading since 2006. This followed the 5.5% m/m decline
in January, suggesting that homebuilding activity began to pick up after the
weather turned warmer and the Omicron outbreak eased. Building permits fell
1.9% m/m in the same month (Jan: +0.5%) to 1.86million units.

Initial jobless claims fell by 15k to 214k last week, from the revised 229k previously
as the robust US economy was able to sustain hiring activity.

The Philadelphia Fed Manufacturing Index jumped to 27.4 in March, up from 16.0
in February, pointing to rapid expansion of manufacturing activity.

Eurozone’s inflation surged to 5.9%:

The Eurozone’s February HICP inflation rate was revised higher to 5.9% y/y in
February, from 5.8% initial estimate. The latest reading is the series’ record high
as energy prices were seen 32.0% y/y higher compared to the same month last
year. Inflation was broad-based as prices of services, food, alcohol & tobacco and
non-energy industrial goods also picked up at a much faster pace. The core CPI
rate also accelerated to 2.9% y/y, from 2.4% prior. Last week, the ECB had decided
to revise its asset purchase program and signalled its ending in the third quarter
this year.

Japan’s inflation accelerated in February, still way below 2%:

Japan’s CPI ex-fresh food, a key inflation gauge of the Bank of Japan, rose 0.6% y/y
in February (Jan: +0.2%), besting the consensus estimate of 0.5% thanks to the
higher energy prices. A narrower reading that excludes both fresh food and energy
inflation, however, showed that consumer prices fell 1.0% y/y (Jan: -1.1%),
suggesting that the underlying inflation remained weak. The BOJ is expected to
keep its policy unchanged later today given that the CPl-ex fresh food rate remains
well below its 2% target.

Hong Kong’s unemployment rate jumped as Omicron wave hit city:

Hong Kong’s unemployment rate jumped to 4.5% in February, from 3.9% as the
stricter Covid restrictions put in place to combat the Omicron outbreak unravelled
the job market recovery for the previous four months. Analysts had been
expecting the jobless rate to climb more modestly to 4.2%. Hong Kong'’s Covid-19
cases began to surge exponentially after the Lunar New Year celebration to the
tens of thousands daily, marking its worst Covid-19 wave thus far. While the
number of new cases had gone down, the city’s low vaccination rates, particularly
among the elderlies continued to complicate the effort to further bring down the
numbers.

Singapore’s NODX growth slowed in February:

Singapore’s non-oil domestic exports fell 2.8% m/m in February (Jan: +5.0%),
leaving the 12-month NODX growth to slow down to 9.5% y/y, from 17.6%.
Analysts had been expecting NODX to sustain a double-digit growth of 16.5%. The
weaker than expected reading reflects softer Chinese shipment last month
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(+19.2% y/y) as well as the fall in exports to the US (-4.8% y/y) and emerging
markets (-29.6% y/y). Product-wise, both electronics and non-electronics exports
also underperformed compared to the previous month, recording 11.6% y/y and
8.8 % y/y gain respectively.

Strong Australian job data pushed up expectations for RBA rate hike:
e Australia’s stronger than expected February job data highlight the labour market

resilience and may help boost the expectations of RBA rate hikes this year.
Australia’s headline job gains came in at 77.4k in February, versus forecasts of
37.0k while January data were also revised upwards to 28.3k. Job growth came
primarily in full-time employment (+121.9k) as part-timers fell 44.5k. The
unemployment rate dropped further to 13.5-year low of 4.0%, from 4.2% prior
even as the participation rate climbed to 66.4%, from 66.2% previously.

e The RBA had been putting off the idea of lifting the cash rate this year, currently

at the record low of 0.25%, citing the need for inflation to stay sustainably within
its target 2-3% range. It was unclear whether the February’s job report will nudge
the central bank from the neutral stance but the combination of the strong hiring
activity and surging inflation (and expectations) likely adds some renewed

pressure on the RBA.

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

usD/JPY 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 0.00-0.25 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
18/03 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%
21/03 NZ Exports NZD (Feb) 4.86b

UK Rightmove House Prices YoY (Mar) 9.5%
CN 1-Year Loan Prime Rate (21 Mar) 3.7%
HK CPI Composite YoY (Feb) 1.2%
US Chicago Fed Nat Activity Index (Feb) 0.69

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.




