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Daily Market Highlights

3 March: Fed’s Bostic spurred relief rally

Bostic supports raising rates in 25bps increments; Fed could pause in summer
Waller looking at terminal rate of 5.1%-5.4% even if payroll and inflation data cool

30-yr UST yield touched 4.00% on jump in labour costs and lower jobless claims
Key Market Metrics

e  US stocks snapped its two days slump after Atlanta Federal Reserve President Level did (%)
Raphael Bostic said that he “still very firmly” supports raising rates in quarter Equities
point increments as officials determine just how high rates should rise. S&P Dow Jones 33,003.57 1.05
500 climbed the most in more than two weeks at +0.8% d/d. The Nasdaq ST 2,08135 0.76
. . 0 . .
Composite climbed 0.7% d/d while Dow Jones popped 1.1% d/d. e 11,4628 073
- . . . Stoxx Eur 600 460.02 0.51
Federal Reserve Governor Christopher Waller, meanwhile, said that even if
; i : . FTSE 100 7,944.04 0.37
payroll and inflation data cool after the hot prints in January, he would endorse
isi . Nikkei 225 27,498.87 -0.06
raising the target range for the fed funds rate a couple more times to a 2042546 0.9
projected terminal rate between 5.1% and 5.4%, Waller’'s comments followed Hang Seng it :
those by Bostic. Straits Times 3,23490  -0.62
KLCI 30 1,455.49 0.36

e European stock markets closed higher, recovering earlier losses after key
Eurozone inflation data came in above expectations. Stoxx 600 ended up 0.5%  EX

d/d, while FTSE 100 added 0.4% d/d. Asia markets were mostly lower with  Dollar Index 105.03 0.52
Nikkei 225 and Hang Seng slipping 0.1% and 0.9% d/d respectively. EUR/USD 1.0597 -0.67
GBP/USD 1.1946 -0.69
*  The 30-year Treasury yield topped 4.00% for the first time since Novemberas  sp/)py 136.77 0.43
a hefty jump in unit labour costs and further dip in jobless claims weighed AUD/USD 0.6730  -0.46
down on Treasuries. The 30-year yield closed the day up 4bps at 3.99%, 10- USD/CNH 6.9210 0.61
. . o ) .
year yield gained 6bps to 4.06%, and the 2-year yield was up less than 1bps to T 44763 0.07
4.89%.
USD/SGD 1.3476 0.38
e The Dollar Index firmed up by 0.5% d/d to 105.03 after the US jobs data
Commodities

pointed to a still strong labour market. EUR slid 0.7% d/d after the inflation

data eased slightly but remained elevated. GBP was held back by earlier ~WT! ($/bbl) 78.16  0.60
remarks from BOE Governor Andrew Bailey, who said “nothing is decided” on ~ Brent ($/bbl) 8475 052
future rate increases. The currency closed the day 0.7% d/d weaker. In Asia, Gold (S/oz) 1,840.50  -0.27
JPY weakened 0.4% d/d, while CNH depreciated by 0.6% d/d. Investors are  Copper ($$/MT) 8,958.50  -1.56
looking ahead to China’s National People’s Congress meeting, which beginson  ajuminum($/mMT) 2,399.50  -1.32
Sunday, for guidance on policy support for the post-COVID recovery. Both the  ¢p (RM/tonne) 4,150.00 0.00

MYR and SGD also depreciated by 0.1% d/d and 0.4% d/d respectively t0  Source: Bloomberg, HLBB Global Markets Research
4.4753 and 1.3476.

e Oil eked out small gains of +0.5%-0.6% d/d, amidst evidence of China’s
rebound and fresh signals from Bostic that he expects Fed would be in position
to pause rate hikes this summer. Price of gold, meanwhile, slid 0.3% d/d on a
firmer USD.




US initial jobless claims fell for the second week; unit labour cost for 4Q
revised upwards

In the week ending Feb 25, initial claims unexpectedly fell 2k to 190k (Feb 18:
-3k to 192k). This marks the second week of decline. In tandem with this,
continuing claims also eased by 5k to 1655k for the week ended Feb 18 (Feb
11: -31k to 1660Kk).

In another sign of tightness in the labour market, the final unit labour costs
were revised significantly upwards to +3.2% q/q in 4Q (3Q: +1.1% q/q).
Productivity, meanwhile, grew by +1.7% q/q for the same quarter (3Q; +3.0%

a/q).

Eurozone’s inflation slowed less than expected at +8.5% as core quickened
Eurozone’s inflation rate slowed less than anticipated in February as core
prices accelerated. Headline inflation stood at +8.5% y/y (Jan: +8.6% y/y) as
core prices quickened to +5.6% y/y (Jan: +5.3% y/y). As it is, Christine Lagarde
has said on Thursday that hikes may need to continue, adding that inflation
isn’t on a stable decline. She reaffirmed the ECB’s commitment to bring
inflation back to 2%.

Unemployment rate unexpectedly held steady at 6.7% in January. Consensus
had anticipated the jobless rate to improve slightly to 6.6%.

Australia’s building approvals tumbled 27.6%

Australia’s buildings approved plunged more than expected by 27.6% m/m in
January (Dec: +15.3% m/m). Permits for private sector houses, specifically, fell
13.8% m/m (Dec: -2.1% m/m). This is the fifth consecutive drop and the lowest
since June 2012.

The Judo Bank Australia Services PMI Business Activity Index (F) was revised
upwards to 50.7 in February (Jan: 48.6). This marks the first expansion for the
service sector for the first time in five months and highest since July 2022.
Hiring activity continued at a solid pace while price pressures eased. That said,
business confidence declined on the back of lingering concerns over costs and
the economic outlook.

Japan’s consumer confidence edged up by 0.1ppts; Unemployment rate
dipped to 2.4%; Tokyo’s inflation eased sharply to 3.4%

Japan’s consumer confidence rose less than expected to 31.1 in February (Jan:
31.0). Amongst the sub-indices, the improvement in income growth was offset
by contractions in overall livelihood and willingness to buy durable goods.
Unemployment rate unexpectedly edged down to 2.4% for the month of Jan
(Dec: 2.5%). Other data also showed tightness in the labour market, with the
job-to-applicant ratio remained steady and high at 1.35.

Tokyo's inflation decelerated for the first time in more than a year, softening
sharply albeit less than forecast at +3.4% y/y in February (Jan: +4.4% y/y). The
lower inflation essentially reflected impact from Prime Minister Fumio
Kishida’s latest stimulus package, which includes a series of utilities subsidies.

Hong Kong retail sales rose, tourism expected to add to cheer going forward
Hong Kong's retail sales accelerated more than expected by +7.0% y/y in
January (Dec: +1.2% y/y) as consumer sentiment improved and was boosted
by the early arrival of the Lunar Year. Consequently, sales were driven by
jewellery, watches, clocks, and valuable gifts as well clothing, footwear and
accessories. Moving forward, further relaxation of pandemic-related rules is
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also expected to provide additional support to tourism and thus, benefit the
retail sector.

Singapore’s PMI touched 50

e  February’s PMI unexpectedly edged up to 50.0 (Jan: 49.8) after 5 months of
continuous contraction. The improved PMI reading was attributed to an
improvement in the new orders index, an expansion in the factory output
index, and a slower contraction in the new exports index. The Electronics
Sector PMI recorded the second month of slower contraction at 49.3 (Jan:
49.1).

House View and Forecasts

FX This Week 1Q-23 2Q-23 3Q-23 4Q-23
DXY 103-105 105 104 103 102
EUR/USD 1.05-1.07 1.05 1.06 1.06 1.06
GBP/USD 1.18-1.20 1.20 1.21 1.21 1.21
usD/JPY 133-135 134 132 132 131
AUD/USD 0.67-0.69 0.69 0.69 0.70 0.71
USD/MYR 4.45-4.50 4.40 4.36 4.30 4.25
USD/SGD 1.33-1.35 1.33 1.31 1.29 1.27
Rates, % Current 1Q-23 2Q-23 3Q-23 4Q-23
Fed 4.50-4.75 4.75-5.00 5.25-5.50 5.25-5.50 5.25-5.50
ECB 3.00 3.50 3.75 3.75 3.75
BOE 4.00 4.25 4.25 4.25 4.25
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
RBA 3.35 3.60 3.60 3.60 3.60
BNM 2.75 3.00 3.00 3.00 3.00

Source: HLBB Global Markets Research

Up Next

Date Events Prior

3-March AU Home Loans Value MoM (Jan) -4.30%
JN Jibun Bank Japan PMI Services (Feb F) 53.6
S| S&P Global Singapore PMI (Feb) 51.2
HK S&P Global Hong Kong PMI (Feb) 51.2
CH Caixin China PMI Services (Feb) 52.9
S| Retail Sales SA MoM (Jan) 1.30%
EC S&P Global Eurozone Services PMI (Feb F) 53.0
UK S&P Global/CIPS UK Services PMI (Feb F) 53.3
EC PPI YoY (Jan) 24.60%
US S&P Global US Services PMI (Feb F) 50.5
US ISM Services Index (Feb) 55.2

6-March AU Melbourne Institute Inflation YoY (Feb) 6.40%
EC Sentix Investor Confidence (Mar) -8
UK S&P Global/CIPS UK Construction PMI (Feb) 48.4
EC Retail Sales MoM (Jan) -2.70%
US Factory Orders (Jan) 1.80%
US Durable Goods Orders (Jan F) -4.50%
US Cap Goods Orders Nondef Ex Air (Jan F) 0.80%

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.




