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Daily Market Highlights

24 Nov: Stocks and bonds gained post-FOMC minutes

FOMC minutes reaffirmed a slower rate hike path, higher terminal rate
UST yields and Dollar Index slipped; NZD surged as RBNZ hiked 75bps
US, EU, and UK PMIs all in contraction territory

e US stocks rose in a choppy session as meeting minutes from the Federal Key Market Metrics

Reserve showed that the central bank is looking to hand out smaller rate Level d/d (%)
hikes in the coming months. The Dow Jones Industrial Average, specifically,  Equities
advanced as much as 0.5% post the release of the minutes but narrowed pew Jones 34,194.06 0.28
gains to +0.3% at close. The S&P 500 gained 0.6% d/d while the Nasdag sgp 500 4,027.26 0.59
Composite jumped 1.0% d/d. It should be noted the CBOE Volatility Index or  yaspaq 11,285.32  0.99
VIX, which measures market expectations of 30-day volatility, closed at 20.5, ¢, . £ 600 438.82 0.60
lowest since August’s stock market rally, suggesting the Fed’s signal on . ,49 746524 0.17
readiness for a policy pivot was not unexpected. Nikkei 225 28.115.74 0.61
_ _ _ _ Hang Seng 17,523.81 0.57
The Treasury yields ticked lower after the minutes were released, with the
benchmark 10-year Treasury yield lower by 7bps at 3.69%, while the yield on Straits Times 320089 01
the 2-year Treasury was down 5bps at 4.47%. At hass0 0
The US dollar pulled back, with the Dollar Index down 1.1% d/d to 106.08. KX
Euro strengthened 0.9% d/d against the greenback to 1.0397, while the DPollarindex 1o6.08 107
pound gained 1.4% d/d to 1.2055. The JPY advanced 1.2% d/d to 139.60. The ~ EUR/USD L TE
New Zealand dollar hit a three-month high, after the country’s central bank ~ GBP/USD 1.2055  1.42
lifted interest rates by a record 75bps. The kiwi strengthened 1.5% d/d  USD/JPY 139.60  -1.15
against the Dollar. Ringgit, meanwhile, was relatively flat at 4.5753. AUD/USD 0.6733 1.26
USD/CNH 7.1538 0.24
Gold rose in response to the FOMC minutes, shooting up 0.3% d/d. Oil, on  ysp/myRr 4.5753 0.02
the other hand, tumbled as EU discussed a softer Russian price cap at $65-  sp/sGD 1.37711  -0.05
$70/barrel. EIA also reported that US gasoline stockpiles rose 3m barrels per
day. WTl and Brent fell 3.7% d/d and 3.3% d/d respectively. Commodities
WTI ($/bbl) 77.94 -3.72
Most Fed officials saw slower pace of rate hikes; PMI weakened more than
. T . Brent ($/bbl) Sl s
faxpected; new home sales staged a surprised rebound; initial jobless claims Gold ($/02) 1,745.60 s
jumped
Key highlight from the latest FOMC minutes include: 1) A substantial majority Copper (55/MT) 500000 010
of participants judged that a slowing in the pace of rate increase would likely ~Aluminu m($/MT) 2%97.00 132
3,964.00 3.04

soon be appropriate. 2) Various officials viewed that the ultimate level of fed
funds rate that would be necessary to achieve the committee’s goals was
somewhat higher than the had previously expected. 3) As officials discussed
the effects of lags in monetary policy, a number of officials said a slower pace
rate increase would allow central bankers to judge the progress on their goals
but added that rates would continue rising to a sufficiently restrictive levels.
Our house call is for the Fed fund rates to be increased by 50bps to 4.25%-
4.50% by end 2022, and foresee downside risk to our terminal rate projection
of 5.25-5.50%.
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Business conditions worsened in November, with output and demand falling
at faster rates. The headline flash US PMI Composite Output Index dipped to
46.3 in November from 48.2 in October. The rate of contraction was the
sharpest since August and among the quickest since 2009. The preliminary
manufacturing PMI pulled back sharply to 47.6 in November (Oct: 50.4),
signalled a renewed decline in operating conditions at manufacturers. US
Services PMlI retreated further to 46.1 in November (Oct: 47.8). Excluding the
initial pandemic phase, the rate of decline was the second-fastest on record.
The survey showed that the impact of inflation and interest rates on
customer disposable income had dented demand conditions.

Initial claims jobless claims surged by 17k to a 3-month high of 240k in the
week ended November 19 (prior 223k). Continuing claims also jumped 48k to
1551k for the week ended November 12 (prior 1503k). As it is, the list of tech
companies announcing job cuts or hiring freeze has been increasing from
Amazon to Meta and HP Inc. The latter said this week that it will eliminate 6k
jobs.

Final reading of University of Michigan consumer sentiment index showed a
smaller than initially estimated pullback to 56.8 in November (Oct: 59.9 and
preliminary 54.7), as both current conditions and expectations turned out
better than expected. One-year inflation expectations softened more than
initially expected to 4.9% (Oct: 5.0% and preliminary 5.1%) while longer term
5-10Y expectations picked up to 3.0% as initially estimated (Oct: 2.9%), a sign
of lingering inflationary concerns.

On a more positive note, durable goods orders for October more than
doubled expectation, increasing 1.0% m/m (consensus: +0.4% m/m) and was
3x higher than September’s +0.3% m/m. Ex-transportation orders rebounded
more than expected by 0.5% m/m (Sept: -0.9% m/m). Non-defense, ex-
aircraft orders, a proxy for business spending, also swung back to positive
(+0.7% m/m vs -0.8% m/m).

On the housing front, sales of new homes unexpectedly rebounded to
increase 7.5% m/m to 632k in October (Sept: -11.0% m/m). MBA mortgage
applications increased 2.2% w/w for the week ended November 18 (prior
+2.7%), driven by both the refinancing and new purchases index, which rose
1.8% and 2,8% w/w respectively (prior -1.6% and 4.4%). Recent drops in
mortgage rates appeared to have offered some support. The 30-year fixed-
rate mortgage fell for the second week in a row to 6.67% and down by almost
50bps from the recent peak of 7.16%.

Eurozone preliminary PMIs remained contractionary despite upside
surprises

Preliminary PMI manufacturing showed a surprised pick-up to 47.3 in
November (Oct: 46.4), against expectation for a moderation to 46.0. Services
PMI meanwhile managed to hold on to a 48.6 print in November, also beating
expectations for a moderation to 48.0. Despite this upside surprises, both
manufacturing and services activities remained contractionary, for the 5"
and 4% straight month respectively, adding to odds of a recession in the
Eurozone economy. However, the PMI data also bring some tentative good
news. Supply constraints are showing signs of easing and price pressures are
showing signs of cooling

UK preliminary PMIs held steady in November; new orders fell the most
since January 2021

Preliminary PMI manufacturing and services indices were seen holding
steady at 46.2 and 48.8 respectively in November, against consensus for
further moderation. Manufacturing activities continued to decline at a faster
pace than service sector activity. Despite the steady headlines, new orders
decreased at the fastest pace for almost two years as squeezed client budgets
continued to hit demand in both the manufacturing and service sectors. On
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a more positive note, business expectations for the year ahead rebounded
from the 30-month low seen in October.

RBNZ: higher interest rates necessary

e The Reserve Bank of New Zealand raised the Official Cash Rate (OCR) by
75bps from 3.50% to 4.25% at its latest monetary policy meeting. The
decision was within expectation as demand in the New Zealand economy has
remained resilient, while worker shortages are increasing wages and
contributing to high domestic inflation. Global developments are also adding
to inflation through the increase in commodity and energy prices. Policy
makers added that the current inflation of +7.2% is too high and will remain
elevated on the back of persistent or ‘core’ inflation as well as expectations
of future inflation.

Singapore CPI eased for the first time in 8 months to 6.7% y/y in October

e  CPI-All Items inflation also eased to 6.7% y/y in October (Sept: +7.5% y/y) as
prices for private transport eased, alongside the moderation in core inflation.
Core-inflation softened slightly to 5.1% y/y in in October from 5.3% % y/y in
September. The moderation in core inflation was driven by smaller increases
in the prices of electricity & gas, retail & other goods and services.

e Going forward, both MAS and MTI expect core inflation to stay elevated in
the next few quarters before slowing in 2H of 2023. CPI is expected to average
around 6.0% y/y, and core inflation at 4.0% y/y in 2022. In 2023, headline and
core inflation are projected to average 5.5%6.5% and 3.5%-4.5%,
respectively, taking into account impact from the transitory increase from
higher GST. There is upside risk to this forecast, stemming from fresh shocks
to global commodity prices and more persistent-than-expected external
inflation. With the moderation in prices and the slower GDP growth in 3Q,
this will give leeway for policy makers to pause its monetary tightening path
going forward

House View and Forecasts

FX This Week 4Q-22 1Q-23 2Q-23 3Q-23
DXY 105-110 115.00 112.70 110.45 110.00
EUR/USD 1.00-1.05 0.95 0.97 0.98 0.98
GBP/USD 1.16-1.20 1.10 1.10 1.11 1.12
usD/IPY 137-142 147.00 146.00 145.00 144.00
AUD/USD 0.65-0.68 0.62 0.63 0.64 0.64
USD/MYR 4.55-4.65 4.68 4.64 4.62 4.60
USD/SGD 1.36-1.39 1.45 1.44 1.42 1.40
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 2.85 3.10 3.10 3.10 3.10
BNM 2.75 2.75 3.00 3.00 3.00

Source: HLBB Global Markets Research

Hong Leong Bank Berhad

Up Next Fixed Income & Economic Research, Global
Markets
Date Events Prior Level 8, Hong Leong Tower

6, Jalan Damanlela

24-Nov JN Jibun Bank Japan PMI Services (Nov P) 53.2 )
. Bukit Damansara
JN Jibun Bank Japan PMI Mfg (Nov P) 50.7 50490 Kuala Lumpur
25-Nov NZ ANZ Consumer Confidence Index (Nov) 85.4 Fax: 603-2081 8936
NZ Retail Sales Ex Inflation QoQ (3Q) -2.30% HLMarkets@hlbb.hongleong.com.my
JN PPI Services YoY (Oct) 2.10%



mailto:HLMarkets@hlbb.hongleong.com.my

$ HonglLeong Bank

MA CPI YoY (Oct) 4.50%
Sl Industrial Production YoY (Oct) 0.90%

Source: Bloomberg

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.




