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Global Markets Research

Daily Market Highlights

3 Jan: China reopening and Fed policy path in focus in 2023

Global stocks ended 2022 in the red; government bond yields spiked
DXY advanced 8.2% over 2022 but is poised to lose its lustre going into 2023
China reopening, Fed policy path and downside growth risks are key themes to watch

e Stocks slipped on Friday to end 2022 with a whimper, as Wall Street Key Market Metrics

wrapped up its worst year since 2008 on a sour note. The Dow Jones Level did (%)
Industrial Average slid 0.2% d/d, the S&P 500 shed 0.3% d/d, while the  Equities
Nasdag Composite ticked down 0.1% d/d, bringing annual losses to 8.8%, Dpow Jones 33,147.25  -0.22
19.4%, and 33.1% respectively. European markets also wrapped up their ¢gp 590 3,839.50  -0.25
worst year since 2018 (down 15.3%), following the 1.3% d/d lower closing NASDAQ 10,466.48  -0.11
in the Stoxx 600 index. Meanwhile, the FTSE100 closed -0.8% d/d, pushing Stoxx Eur 600 42489 127
the annual loss to 9.8%. Stocks in the Asia-Pacific, on the other hand, iz 745174 -0.81
traded higher on Friday, with Hang Seng and CSI 300 up 0.2% d/d and 0.4% Nikkei 225 26,094.50 0.00
d/d respectively, but annual losses were widely seen across (between 3-
35%), with the exception of the Singapore Straits Time Index which Hang Seng )
advanced 5.0% over 2022. Straits Times 3251.32 0.08
KLCI 30 1,495.49  0.26
Treasury yields rose across the curve to the highest levels of the month,
with the yield on the benchmark 10-year Treasury note up 8bps to 3.88%, EX
while the 2 and 5-year Treasury yields rising by 6bps to 4.43% and 4.00% Dollar Index 103.52  -0.30
respectively. Over the course of 2022, 10Y UST yields jumped a whopping  EUR/USD 1.0705  0.41
225bps while the 2s spiked 366bps, significantly bear flattening the curve.  GBP/USD 1.2083 0.23
USD/IPY 13112 1.4
The dollar lost a bit of its shine, with the Dollar Index dipping 0.3% d/d to AUD/USD 0.6813 0.52
close 2022 at 103.52, translating into an annual gain of 8.2%. Amongst its ;¢ e\ 6.9220  -0.74
G10 peers, the greenback weakened 0.4% d/d and 0.2% d/d against the USD/MYR 44040  -0.33
euro and sterling, 1.4% d/d against yen and 0.5% d/d against AUD. YD 13395  -0.30
Greenback also depreciated 0.7% d/d against the Chinese yuan and 0.3%
d/d against MYR. For the whole of 2022, the MYR depreciated 5.7% vs the
USD while the CNH lost 8.9%. The SGD bucked the trend to appreciate 0.7% Commodities
against the greenback over the year, following a 0.3% gain on Friday to  WT! (5/bbl) 80.26  2.37
1.3395. Brent ($/bbl) 85.91 4.44
Gold (5/0z) 1,826.20 0.01
Oil ended a volatile year higher as investors look ahead to a potential Copper ($5/MT) 8,372.00  -0.55
rebound in Chinese demand. WTl rose 2.4% d/d to above $80/barrel, while  Aluminum($/MT) 2,378.00 -1.12
the Brent jumped 4.4% d/d to $85.92/ barrel. Gold prices, meanwhile, PO (RM/tonne) 4,048.00 0.60

were relatively flat d/d at $1826.20/0z and were in fact slightly lower over
2022

Source: Bloomberg, HLBB Global Markets Research

US Core-PCE eased, but wages will keep Fed on alert

e University of Michigan’s final consumer sentiment index was revised
upwards to 59.7 from 59.1 previously for the month of December. More
importantly, the expectations index rose to 59.9 from 58.8 previously,




while inflation expectations for 1 and 5-years eased to 4.4% (prior: 4.6%)
and 2.9% (prior: 3.0%) respectively.

Similarly, Fed’s preferred core-PCE price index eased to +0.2% m/m in
November, matching consensus estimate but lower that prior month’s
upwardly revised 0.3% m/m. On a y/y basis, headline PCE slowed to 5.5%
(Oct: +6.1%) while the core slowed to 4.7% from 5.0% previously.

The 0.4% rise in personal income, meanwhile, came above forecast of
+0.3% m/m (Oct: +0.7% m/m). Wage income also grew 0.5% m/m, a similar
robust as the previous month, coupled with transfers from state and local
government via tax rebates explained the income growth. Despite this, real
spending was flat, slower than expected as well as a deceleration from
prior month’s +0.5% m/m.

In the housing market, sales of new homes surprised on the upside with a
5.8% m/m gain (consensus: -5.1% m/m) but a shade softer than prior
month’s +8.2% m/m surge. Nevertheless, pending home sales, a forward-
looking indicator of home sales based on contract signings, fell 4.0% m/m
and 37.9% y/y, to the second-lowest monthly reading in 20 years and this
will be reflected in home sales data next 2 months. The reading is worse
than consensus estimate’s -1.0% m/m but slightly narrower than Oct’s -
4/.7% m/m.

House prices indicators were mixed despite coming above expectations.
While FHFA home prices were flat nationwide in Oct (consensus: -0.7%
m/m vs Sept: +0.1% m/m), the dip in S&P CorelLogic CS 20-City prices
narrowed to -0.5% m/m (consensus: -1.1% m/m and Sept: -1.4% m/m). As
it is, higher mortgage rates continued to put downward pressure on
demand, weakening house price growth.

New orders for manufactured durable goods reversed course to register a
contraction. New orders for manufactured durable goods in November fell
2.1% m/m following three consecutive monthly increases previously
(consensus: -1.0% m/m vs Oct: +0.7% m/m). Nevertheless, nondefense
new orders exc air for capital goods in November unexpectedly rose by
+0.2% m/m.

Fed manufacturing PMls, were nevertheless mixed. Richmond Fed
surprised with a +1 in December (consensus: -10 vs Oct: -9), The Chicago
Purchasing Managers’ Index also came in better than expected, but still
showed economic contraction (44.9 vs consensus: 40.0 and Nov: 37.2).
Dallas Fed contracted worse than expected at -18.8 (consensus: -13.5 vs
Oct: -14.4).

In the labour market, initial jobless claims rose for the second week by 9k
to 225k for the week ending Dec 25, in line median estimate. Continuing
claims, meanwhile, rose 41k to 1.7m. This is the highest since February and
sustained upward trend suggests that it's been more difficult for out of
work individuals to find job.

UK: Nationwide expects home prices to fall 5% in 2023

Further evidence of the slowdown in the housing market can be seen with
growth in Nationwide House Price Index decelerating from 4.4% y/y in Nov
to +2.8% y/y in Dec. December also marked the fourth consecutive m/m
fall, the worst run since 2008, which left prices 2.5% lower than their
August peak, after taking account of seasonal effects. Moving forward,
Nationwide expects to see a modest decline in house prices in 2023 of
around 5%.
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Japan inflation hit 40-year high

Japan’s core consumer inflation hit a fresh four-decade high as companies
continued to pass on rising costs to households. Core CPI rose 3.7% y/y in
November matching market forecasts and perking up from a 3.6% gain in
October. Gains in processed food prices were the biggest driver behind the
acceleration.

Japanese retail sales rose for a ninth straight month at 2.6% y/y in
November (forecast: +3.7% y/y vs Oct: +4.4% y/y) as the lifting of Covid-19
border controls and the government’s domestic travel subsidy helped
consumer demand. However, it should be noted that sales unexpectedly
slipped 1.1% on a m/m basis.

Spending, will nevertheless be supported by favourable labour market as
jobless rate fell to 2.5% in November, a shade lower than consensus and
October’s 2.6%. The jobs-to-applicants ratio, a key gauge of job availability,
was at 1.35, unchanged from October and holding at the highest level since
March 2020.

Factory output, meanwhile, fell for third month at -0.1% m/m, (consensus
-0.2% m/m and Oct: -3.2% m/m), dragged by falls in output of conveyor
belts, cranes and equipment for making chips and flat panel displays.

China’s industrial profits fell 3.6%, PMIs worse than expected

Profits at China’s industrial firms contracted further 3.6% y/y in the
January-November period when strict COVID-19-related restrictions
disrupted factory activity and supply chains as the virus spread through key
manufacturing hubs. As it is, makers of steel and other construction
materials as well as ferrous metals were amongst the worst performers.
The PMI for China's manufacturing sector came in at 47.0 in December
2022, down from 48 in November and worse than consensus estimate’s
47.8. Data also showed that the PMI for China's non-manufacturing sector
stood at 41.6 in December, down from 46.7 in November and worse than
consensus estimate’s 45.0.

Hong Kong’s exports logged worst performance in 7 decades

Hong Kong records worst monthly export performance since 1954 with
plunge of 24.1% y/y in November. The data was far more severe than
median estimate’s -16.2% y/y after October’s -10.4% y/y. Imports, also
declined 20.3% vy/y, the biggest drop since 2009, also worse than
consensus estimate’s -13.8% y/y. Hong Kong's trade decline comes amid
period of disrupted cross-border land transport and will continue to face
challenges going forward amidst tightening monetary policies in advanced
economies. Relaxation of borders, nevertheless, may offset some of these
pressures.

Singapore core inflation stable at 5.1%,

Core Inflation came in at 5.1% y/y, unchanged from October but slightly
higher than consensus estimate’s 5.0% y/y. Smaller increases in the costs
of services and electricity & gas were broadly offset by a steeper pickup in
the costs of retail & other goods and food.

Singapore’s manufacturing output decreased 3.2% vy/y in November,
worse than consensus forecast of -1.2% y/y and Oct’s -0.9% vy/y.
Specifically, electronics output plunged 12.4% y/y.
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Vietnam’s GDP grew by 8.0% in 2022

In 2022, Vietnam’s economy grew at the fastest pace in the Asia region,
expanding by 8.0% y/y and beating the governments initial full year target
of 6.0%-6.5% y/y. Manufacturing, which grew 8.1% y/y for the year, was
the main driver of growth. This was aided by strong services and
construction sectors, which surged by 10.0% y/y and 8.2% y/y respectively.
Growth in agriculture, forestry and fishing was tamer at 3.4% y/y.
Nevertheless, while the economy has performed well and above
expectation, with 4Q GDP growing at 5.9% (consensus estimate +4.7%vy/y),
this is a sharp deceleration from 13.7% y/y in 3Q. As it is, latest trade data
are showing signs of slowing in line with weakening global demand.

Malaysia CPI remained sticky at 4.0%

Headline Consumer Price Index (CPI) surprised on the upside and held firm
at 4.0% y/y in November (Oct: +4.0% y/y), halting two months of easing
trend. Quicker than expected increase in food prices was the main factor
behind the surprisingly elevated inflation print, offsetting the smaller gains
in the prices of utilities and transport. Moving forward, although we expect
moderation in headline inflation going forward, full year CPI will likely
average a tad above our full year projection of 3.3%. YTD November, CPI
averaged 3.4% y/y. Headline CPI is expected to taper off further to 2.1%
y/y in 2023, in anticipation of continued subdued outlook in global oil
prices in the wake of an imminent global slowdown. In addition, the higher
base effect in the earlier part of 2022 would also play a part in the lower
print for 2023. Key wild card to next year’s inflationary outlook would be
second round price effects and price stickiness, in addition to any
restructuring in the subsidy system.

House View and Forecasts

FX This Week 1Q-23 2Q-23 3Q-23 4Q-23
DXY 102-105 98.00 96.04 96.04 96.04
EUR/USD 1.05-1.08 1.10 1.11 1.11 1.11
GBP/USD 1.20-1.24 1.26 1.27 1.27 1.27
usD/IPY 130-135 130 128 128 128
AUD/USD 0.66-0.69 0.70 0.72 0.72 0.72
USD/MYR 4.38-4.44 431 4.28 4.28 4.28
USD/SGD 1.32-1.35 1.32 1.30 1.30 1.30
Rates, % Current 1Q-23 2Q-23 3Q-23 4Q-23
Fed 4.25-4.50 4.75-5.00 4.75-5.00 4.75-5.00 4.75-5.00
ECB 2.50 3.00 3.00 3.00 3.00
BOE 3.50 4.00 4.00 4.00 4.00
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
RBA 3.10 3.35 3.35 3.35 3.35
BNM 2.75 3.00 3.00 3.00 3.00

Source: HLBB Global Markets Research

Up Next
Date Events Prior
3-Jan AU S&P Global Australia PMI Mfg (Dec F) 50.4
MA S&P Global Malaysia PMI Mfg (Dec) 47.9
VN S&P Global Vietnam PMI Mfg (Dec) 47.4
UK S&P Global/CIPS UK Manufacturing PMI (Dec F) 44,7
US S&P Global US Manufacturing PMI (Dec F) 46.2
US Construction Spending MoM (Nov) -0.30%
3-4 Jan S| Purchasing Managers Index (Dec) 49.8
4-Jan NZ CorelLogic House Prices YoY (Dec) -2.90%
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N Jibun Bank Japan PMI Mfg (Dec F) 48.8 Hong Leong Bank Berhad
CH Ca!x!n Ch!na PMI Com'p05|te (Dec) 47 Fixed Income & Economic Research,
CH Caixin China PMI Services (Dec) 46.7 Global Markets
HK Retail Sales Value YoY (Nov) 3.90% Level 8, Hong Leong Tower
EC S&P Global Eurozone Services PMI (Dec F) 49.1 & el Bermerale
UK Consumer Credit YoY (Nov) 7.00% ,Bukit PEETEEE
US MBA Mortgage Applications 0.90% 50490 Kuala Lumpur
US ISM Manufacturing (Dec) 49 Tel: 603-2081 1221
US JOLTS Job Openings (Nov) 10334k '

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 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.
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