$ HonglLeong Bank

29 April 2022

Global Markets Research

29-Apr: Markets brushed off poor US 1Q GDP print

US stocks rose sharply on lesser fears over corporate results
Extended rally in DXY to a two-decade high; continuous rebound in oil
Surprised contraction in US 1Q GDP unlikely deters the Fed’s 50bps hike next week

Key Market Metrics

e  US stocks finished sharply higher on Thursday, as investors brushed off data that

showed the US economy contracted unexpectedly in 1Q22. The Dow Jones ended

1.9% higher whilst the S&P jumped 2.5% up. The tech-heavy NASDAQ spiked the Level did (%)
most by 3.1% as investors entered into technology stocks following financial  Equities
results such as Facebook parent Meta Platforms that were not as bad as originally =~ Dow Jones 33,916.39 1.85
feared. European stocks too fared well while Asian markets such as Nikkei ended  s&P 500 4,287.50 2.47
up 1.8%. The Hang Seng too rose 1.7% higher. NASDAQ 12,871.53 3.06
Stoxx 600 447.07 0.62
US treasuries ended weaker as risk appetite surged with optimism seen  r1sg 100 7,500.19  1.13
overshadowing the disappointing print in the 1°t quarter GDP. Overall benchmark Nikkei 225 26,847.90 1.75
yields closed 0-3bps higher save for the long bond. The UST 2Y yield rose 3bps to
2.62% whilst the benchmark UST 10Y note yield closed unchanged at 2.83%.
Straits Times 3,335.09 0.43
In the FX market, the dollar continued to trade firmer. The dollar index rose to KLCI 30 LYt 0.71
another new 20-high by closing 0.7% higher at 103.62. The Yen however was
again the clear underperformer, falling the most by 1.9%, whereas the EUR EX
continued to weaken further by 0.6% against the greenback, breaking below the  DollariIndex 103.62  0.65
1.05 handle at close. USD/Asia pairs continued to trade higher as well on the back  EUR/USD 1.0499  -0.55
of further advances in the greenback. GBP/USD 1.2457  -0.70
uSsD/JPY 130.85  1.88
USD/MYR continued its upward march by 0.2% to 4.3643. The Ringgit ended at a AUD/USD 0.7007  -0.41
2-year low on a bee.lrlsh note amid US.D strength.and partly |nf|u~enc.ed by the USD/CNH 6.6507 111
weaker CNY. That s.ald, prospeFt of contlr.1u.ous albe.lt slower expansion in external USD/MYR 43643 e
demand, along with lower risks pertaining to fiscal and growth outlook for
. . . - L. USD/SGD 1.3868 0.41
Malaysia vs other economies, would likely keep the MYR more resilient vis-a-vis
its peers going forward.
Commodities
Gold futures recovered to close 0.3% higher at $1891.30/0z, as investors weighed =~ WT! ($/bbl) 105.36  3.27
the backdrop of the Fed’s monetary tightening path against the surprise Brent ($/bbl) 107.59 2.16
contraction in the US economy. Brent crude rose 2.2% higher at $107.59/barrel  go|g ($/02) 1,891.30 0.29

whilst US WTI jumped 3.3% to $105.36/barrel amid supply concerns and on latest
news report saying Germany has dropped its support for Russian oil ban.

Surprised contraction in US 1Q GDP

The US economy shrank for the first time since 2Q20, as an import surge due to
strong consumer demand exerted a drag on net exports. GDP fell at 1.4% q/q
annualized rate in 1Q22, an unexpected reversal from the 6.9% growth pace in
4Q21. Besides the huge rise in trade deficit arising from the jump in imports
versus the drop in exports, the contraction was also due to the slower build-up of
business stockpiles, another sign of less sanguine growth outlook. Both

Source: Bloomberg,

Research

HLBB Global Markets




inventories and trade ripped off ~4ppts from headline growth followed by lower
government spending.

US initial jobless claims fell to 180k

The jobless claims report continues to point to tightness in the labour market as
claims eased to 180k as at 23-April from 185k prior. The total number of
continuing claims amounted to ~1.4m in the latest reading, almost similar to the
previous week.

US Kansas City Fed Manufacturing Activity slowed in April

According to the Federal Reserve Bank of Kansas City, manufacturing activity in
the 10™ Fed Reserve district slowed to 25 in April (Mar: 37). The volume of new
orders fell to 10 from 33 last month.

BOJ kept rates unchanged; to purchase 10Y JGB at 0.25%

BOJ maintained the policy balance rate at -0.1% as widely expected. There was
also no change to its asset purchases and vyield curve control setting.
Nevertheless, the central bank has announced that they will purchase unlimited
amount of 10Y JGB at 0.25% via fixed rate operations, allowing it to maintain an
ultraloose monetary policy. This pushed the JPY above the 130 handle post
announcement, prompting the Finance Ministry to issue warning that it would act
“appropriately” to stem erratic move in the JPY.

New Zealand records narrower trade deficit in March

Trade deficit for New Zealand narrowed to NZ$392m in March from revised
NZ$691m in February. Exports of goods/merchandise jumped 27.9% when
compared to the 19.6% increase in imports. China remained its largest export
destination followed by North America.

New Zealand business confidence fell in April

ANZ monthly business outlook survey results showed that business confidence
fell slightly to -42.0 from -41.9 in March with inflation expectations rising to 5.92%
(Mar: 5.51%). Residential construction too dropped substantially to -36.8 from -
26.9. Nevertheless, the bright spark came from exports that moved higher from
7.9 to 9.5 and also activity outlook that jumped from 3.3. to 8.0.

Hong Kong exports fell in March weighed by China’s Covid restrictions

Exports in March plunged 8.0% y/y (Feb: +0.9%), the most since January 2020 as
COVID-19 restrictions in China weighed on the flow of goods. Imports similarly
followed suit by falling 6.0% (Feb: 6.2%). This resulted in higher trade deficit of
HKD 37.3b.

House View and Forecasts

FX This Week 2Q-22 3Q-22 4Q-22 1Q-23
DXY 100-104 98.5 99.0 98.0 97.5
EUR/USD 1.05-1.09 1.10 1.09 1.10 1.12
GBP/USD 1.24-1.31 1.29 1.28 1.30 1.31
AUD/USD 0.70-0.75 0.76 0.77 0.76 0.76
uSD/IPY 126-130 121 120 120 120
USD/MYR 4.30-4.38 4.20 4.18 4.16 4.16
USD/SGD 1.35-1.38 1.36 1.35 1.34 1.33
Rates, % Current 2Q-22 3Q-22 4Q-22 1Q-23
Fed 0.25-0.50 1.25-1.50 1.75-2.00 2.00-2.25 2.00-2.25
ECB -0.50 -0.50 -0.50 -0.25 -0.25
BOE 0.75 1.25 1.25 1.25 1.25
RBA 0.10 0.10 0.75 1.00 1.25
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
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BNM 1.75 1.75 2.00 2.00 2.25
Source: HLBB Global Markets Research
Up Next

Date  Events Prior

29/04  NZ ANZ Consumer Confidence Index (Apr) 77.9
CN Caixin China PMI Manufacturing (Apr) 48.1
VN CPI YoY (Apr) 2.41%
VN Exports YoY (Apr) 14.8%
VN Trade Balance (Apr) $1389m
VN Retail Sales YoY (Apr) 9.4%
VN Industrial Production YoY (Apr) 8.5%
EZ CPI Estimate YoY (Apr) 7.5%
EZ GDP SA QoQ (1Q A) 0.3%
US Employment Cost Index (1Q) 1.0%
US Personal Income (Mar) 0.5%
US Personal Spending (Mar) 0.2%
US PCE Core Deflator YoY (Mar) 5.4%
US MNI Chicago PMI (Apr) 62.9
US U. of Mich. Sentiment (Apr F) 65.7

30/4  CN Manufacturing PMI (Apr) 49.5
CN Non-manufacturing PMI (Apr) 48.4

Source: Bloomberg

)3 HonglLeong Bank

Hong Leong Bank Berhad

Fixed Income & Economic Research, Global
Markets

Level 8, Hong Leong Tower

6, Jalan Damanlela

Bukit Damansara

50490 Kuala Lumpur

Tel: 603-2081 1221

Fax: 603-2081 8936

HLMarkets@hlbb.hongleong.com.my



mailto:HLMarkets@hlbb.hongleong.com.my

$ HonglLeong Bank

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.




