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Daily Market Highlights

26-May: Fed minutes points to two more 50bp hikes

US stocks rebounded; treasury yields little changed after FOMC minutes

Dollar appreciated against most G10 currencies; NZD pared post-RBNZ gains

US durable goods orders recorded softer growth

US stocks closed higher overnight and bonds little changed as the latest FOMC
minutes confirmed the view that the Fed will deliver half-point rate hikes in the
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of meetings, meaning that two more 50bp hikes are likely happening in June and
July, following the first 50bp hike in the May meeting.

Many officials judged that “expediting the removal of policy accommodation”
would leave the Fed “well positioned later this year to assess the effects of policy
firming and the extent to which economic developments warranted policy
adjustments”. This indicates that, by swiftly delivering several 50bp hikes, the Fed
could revert to more conservative 25bp hikes or a pause as the US economic
momentum may have slowed then. Officials agreed that the US economic
outlook is highly uncertain and that policy decisions should be data dependent.
The Fed’s current priority is to move “expeditiously” to a more neutral stance and
a “restrictive” stance may well become appropriate. The Fed did not discuss any
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75bp hike. The market currently expects policy rates to be at 2.50-2.75% at the
end of the year, matching the Fed’s guidance.

US mortgage applications fell last week; durable goods orders rose at slower pace:

Mortgage applications fell 1.2% w/w for the week ended 20 May, extending from
the sharper 11.0% w/w decline prior. Refinancing applications fell 4.0% w/w and
was 75% lower compared to a year ago. Applications for home purchase were
unchanged. Higher interest rates continued to make refinancing unattractive (the
30Y fixed rate contract rate fell to 5.46% but remained above the levels for the
past two year). Meanwhile, purchase applications were also affected by the
general slowdown in home sales amid the lack of inventory and higher house
prices.

An advance report showed that orders of durable goods in the US rose at a slower
but still decent pace of 0.4% m/m in April, compared to consensus forecast and
March reading of 0.6% m/m, pointing to steady manufacturing demand.
Shipment of these goods, however, rose a mere 0.1% m/m (Mar: +1.4%),
indicating some challenges in order fulfilment.

The core durable goods orders, a gauge of capital expenditure, also posted a
modest increase of 0.3% m/m, but this was after a much steeper 1.1% m/m
increase in the previous month, suggesting that business sentiment remains
relatively solid.

RBNZ raised OCR by 50bps and signalled more hikes to come:

The RBNZ raised the official cash rate (OCR) by 50bps to 2.00% as expected and
reaffirmed its commitment to tighten monetary conditions to ensure CPl inflation
returns to the 1.0-3.0% target range. Yesterday’s move marked its second 50bp
hike in a row, ever since it began to tighten policy since October 2021 last year.
It said that “a larger and earlier increase in the OCR reduces the risk of inflation
becoming persistent, while also providing more policy flexibility ahead in light of
the highly uncertain global economic environment”.

In terms of local economic assessment, RBNZ said New Zealand’s “underlying
strength remains in the economy, supported by a strong labour market, sound
household balance sheets, continued fiscal support, and a strong terms of trade”.
It also added that headwinds are strong such as the decline in asset prices.

The RBNZ revised its OCR outlook, as it projects OCR to increase all the way to
3.9% through June 2023 before RBNZ hits the pause button. In the February
projections, the OCR was supposed to only increase until 3.3% all the way through
December 2023.

Malaysia’s CPI inflation picked up in April:

Malaysia’s headline CPI rate ticked higher for the first time in five months, but
remained very moderate at 2.3% y/y in April (Mar: +2.2%), within the market
expectations but below ours. The higher inflation print was driven by the faster
increase in the prices of food, transport, restaurants & hotels, as well as
recreation services & culture. While there was no big shift in the latest inflation
readings, the 7th consecutive acceleration in core CPl and 6th back-to-back
pickup in services CPI reaffirmed the case of ongoing build-up in price pressure in
the system.

House View and Forecasts

FX This Week 2Q-22 3Q-22 4Q-22 1Q-23
DXY 101-104 106.00 108.00 105.00 103.00
EUR/USD 1.04-1.07 1.02 1.00 1.01 1.03
GBP/USD 1.22-1.26 1.21 1.20 1.22 1.24
AUD/USD 0.69-0.71 0.69 0.68 0.69 0.70
usD/JPY 126-130 133.00 135.00 133.00 132.00
USD/MYR 4.36-4.41 4.38 4.40 4.38 4.35
USD/SGD 1.37-1.39 1.39 1.40 1.38 1.37
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Rates, % Current 2Q-22 3Q-22 4Q-22 1Q-23
Fed 0.75-1.00 1.25-1.50 2.00-2.25 2.50-2.75 2.50-2.75
ECB -0.50 -0.50 -0.50 -0.25 -0.25
BOE 1.00 1.25 1.25 1.25 1.25
RBA 0.35 0.50 0.75 1.00 1.25
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
BNM 2.00 2.00 2.50 2.50 2.75

Source: HLBB Global Markets Research

Up Next

Date Events Prior

26/05  SG Industrial Production YoY (Apr) 3.4%
HK Exports YoY (Apr) -8.9%
US GDP Annualized QoQ (1Q S) -1.4%
US Initial Jobless Claims (21 May) 218k
US Pending Home Sales MoM (Apr) -1.2%
US Kansas City Fed Manf. Activity (May) 25.0

27/05  NZ ANZ Consumer Confidence MoM (May) 8.3% Hong Leong Bank Berhad
CN Industrial Profits YoY (Apr) -- Fixed Income & Economic Research, Global
AU Retail Sales MoM (Apr) 1.6% Markets
US Advance Goods Trade Balance (Apr) -$127.1b Level 8, Hong Leong Tower
US Wholesale Inventories MoM (Apr P) 2.3% 6, Jal&_‘n Damanlela
US Personal Income (Apr) 0.5% 5042;'?52;“23::23
US Personal Spending (Apr) 1.1% Tel: 603-2081 1221
US PCE Core Deflator YoY (Apr) 5.2% Fax: 603-2081 8936
US U. of Mich. Sentiment (May F) 59.1
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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.




