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Global Markets Research

Daily Market Highlights

4 April: UST yields fell sharply on reduced rate hike fears

Softer than expected US PCE prices; Eurozone’s core-CPI hit all time high of 5.7%
China PMIs beat expectations; services sector at a 12-year high
Oil prices rallied further on supply concerns; aggravated by OPEC+ production cut

e Wall Street rose sharply on Friday with the S&P 500 adding 1.4% d/d, the Key Market Metrics
Nasdaq Composite advancing 1.7% d/d and the Dow Jones Industrial Average Level did (%)

gaining 1.3% d/d. All the primary S&P 500 sectors were in the green after Fed’s  Equities
preferred inflation gauge rose less than expected. In Fed speak, New York pow Jones 33,274.15 1.26
Federal Reserve President John Williams said that he will be particularly ¢gp 500 4,109.31 1.44
focused on assessing the evolution of credit conditions and their effectsonthe  \\spaq 12,2191 1.74
outlook for growth, employment, and inflation. Stoxa EUr 600 457,84 0.66
FTSE 100 7,631.74 0.15
In Europe, Stoxx 600 index closed up 0.7% d/d after Eurozone’s consumer Nikkei 225 28,041.48 0.93
prices cooled, while FTSE 100 added 0.2% d/d. In Asia, Nikkei 225 rose 0.9%
d/d as Tokyo’s inflation print continued to show lower levels from its recent Hang Seng 2040011 o
peak of 4.4% d/d seen in January. Hang Seng, meanwhile, closed 0.5% d/d Straits Times BEny
higher as Chinese PMIs data beat expectations. KLCl 30 142259 .14
Treasury yields closed sharply lower on reduced fears of rate hikes and EX
quarter-end demand. The 10Y Treasury yield fell 8bps to 3.47%, while the yield =~ Dollar Index 10251 0.35
on the 2Y dipped 9bps to 4.03%. The 2Y European bond yields fell between 0-  EUR/USD 1.0839  -0.61
9bps, while the 10Y fell 3-14bps. GBP/USD 1.2337 0.40
USD/IPY 132.86 0.12
The Dollar Index bounced up 0.4% d/d to 102.51, with the EUR and GBP AUD/USD 0.6685  -0.40
weakening 0.6% and 0.4% d/d against USD respectively. Currencies in Asia USD/CNH 6.8703 0.07
closed mixed. CNH strengthened slightly less than 0.1% d/d, while JPY USD/MYR 4452 013
weakened by 0.1% d/d to 132.86. MYR appreciated by 0.1% d/d to 4.4152, but D e e
SGD depreciated by 0.3% d/d to 1.3309.
The West Texas Intermediate and Brent jumped by 1.8% and 0.6% d/d Commodities
respectively as supplies in the Kurdistan region remained off line and after US ~ WTI ($/bbl) 7567 175
PCE prices came below expectations. In an unexpected move, OPEC+ members ~ Brent ($/bbl) 7977 063
announced an oil production cut of more than 1m barrels per day over the Gold ($/0z) 1,969.00  -0.57
weekend as a “precautionary measure aimed at supporting the stability of the  copper ($5/MT) 8,993.00  -0.09
oil market” and abandoning its previous assurance that it would hold oil supply  aj mi Aum($/MT) 2,413.00 113
steady. Saudi Arabia led the cartel, pledging its own 500k barrel-a-day supply 4 (RM/tonne) 4,151.00 174

reduction. The initial impact will be felt starting next month and will add to
about 1.1m barrels per day. From July, due to the extension of Russia’s existing
supply cut, this will translate to about 1.6m barrels a day less of crude in the
market. Price of gold, meanwhile, eased by 0.6% d/d.

US headline and core PCE prices decelerated
The headline and core Personal Consumption Expenditure (PCE) prices rose
less than expected by +5.0% y/y (Jan: +5.3% y/y) and +4.6% y/y (Jan: +4.7%
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y/y) respectively in February. Nevertheless, the stickiness of services inflation
partly due to wage growth risks keeping price growth above the Fed'’s target
for a foreseeable future. Services inflation accelerated to +5.7% y/y (Jan:
+5.6% y/y). In our view, the faster rate than expected disinflation, coupled with
concerns over tightened credit conditions after the SVB collapse, suggests that
the peak for fed funds rate is near and our expectations is that the Federal
Reserve will raise rates by another 25bps to end the year at 5.00%-5.25%.
The report also suggests resilient but more discerning consumer spending, as
seen in personal spending decelerating more than forecast by +0.2% m/m (Jan:
+2.0% m/m), largely pulled down by durable goods. Yet, the savings rate rose
to 4.6% (Jan: 4.4%) while personal income grew more than expected by +0.3%
m/m (Jan: +0.6% m/m).

The final reading of University of Michigan’s consumer sentiment was revised
downwards by 1.4ppts to 62.0 in March (Feb: 67.0). According to the
accompanying statement, the month’s turmoil in the banking sector had
limited impact on consumer sentiment, which was already exhibiting
downward momentum prior to the collapse of SVB. Year-ahead inflation
expectations were also shaved by 0.2ppts to 3.6% (Feb: 4.1%), the lowest
reading since April 2021, but long-run inflation expectations were revised
upwards by 0.1ppts to 2.9% (Feb: 2.9%).

The Chicago Business Barometer unexpectedly inched up to 43.8 in March
(Feb: 43.6). Despite increasing for the first time since December 2022, the
headline index signalled a seventh consecutive month of contraction. Of note,
new orders and supplier deliveries declined, with the latter recording the
steepest fall since February 2022.

Eurozone’s core-CPI hit all time high of 5.7%, unemployment rate steady at
6.6%

Eurozone inflation rate softened sharper than expected to +6.9% y/y in March
(Feb: +8.5% vy/y), driven mainly by large effects from the energy sector.
Nevertheless, we do not expect this data to give strong enough evidence that
the ECB will consider pausing its rate-hiking cycle especially since other
components of inflation remained stubbornly high. Food prices continued to
increase rapidly by 15.4% y/y (Feb: +15.0% y/y), while services inflation picked-
up again to 5.0% y/y (Feb: +4.8% y/y). This sent the core-CPI to an all-time
record of 5.7% y/y (Feb: 5.6% y/y). The labour market, meanwhile, remained
robust and steady with unemployment rate remaining steady at 6.6% for the
month of February.

UK 4Q GDP revised up to +0.1% q/q

UK’s 4Q GDP was revised upwards by 0.1ppts to +0.1% g/q in 4Q (3Q: -0.1%
g/q), in its final print. The higher growth during the quarter reflects a pick-up
in household spending by +0.2% q/q (3Q: -0.3% q/q).

Nationwide House Price fell more than expected and at the largest pace since
July 2009 by 3.1% y/ in March (Feb: -1.1% y/y). Moving forward, it will be hard
for the market to regain much momentum in the near term since consumer
confidence remains weak and household budgets are under pressure from
high inflation and mortgage rates.

Lloyd’s Business Barometer climbed to a 10-month high of 32 in March (Feb:
21) with economic optimism and trading prospects bolstering firms. Of note,
while hiring intentions improved, there are tentative signs of easing wage
pressures.
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Australia’s Manufacturing PMI below 50; Private credit unexpectedly
decelerated to +0.3%

e The Judo Bank Australia Manufacturing PMI fell to 49.1 in March (Feb: 50.5),
the first contraction since May 2020 but an upward revision from its first
estimate of 48.7. There are some emerging concerns about the economic
outlook, with the future output index falling in each of the last two months.
Manufacturers confidence has also fallen to 63.6 in March, well below the
long-term average level of 74.4 and is the lowest reading we have seen since
the initial COVID-19 lockdowns back in 2020.

e Separately, lending to Australia’s private sector unexpectedly decelerated to
+0.3% m/m in February (Jan: +0.4% m/m), led by other-personal as well as
business sectors. On a positive note, the Corelogic House Price Index
rebounded to grow by 0.8% m/m in March (Feb: -0.1% m/m).

Japan’s unemployment rate inched up, retail sales and IPl beat expectations
¢ Tokyo’s headline and core inflation rate retreated less than expected by +3.3%
y/y in March (Feb: +3.4% y/y) and +3.2% y/y (Feb: 3.3% y/y) in March. The
reading, which usually heralds a similar trend in nationwide inflation data
indicates that while government subsidies on utilities helped ease some cost
pressures, high food and household goods prices kept inflation elevated.

e Economic indicators on the national front were mixed. Labour market
condition worsened slightly in February, with the unemployment rate
unexpectedly increasing to 2.6% (Jan: 2.4%) and the jobs to applicant ratio
unexpectedly edging down to 1.34 (Jan: 1.35). Despite this, retail sales rose
more than expected by 1.4% m/m for the same month (Jan: +0.8% m/m) and
the fastest pace in over two years. Industrial output also rebounded more
than expected by 4.5% m/m (Jan: -5.3% m/m) but this is partly due to a slump
in January due to the Lunar New Year holiday. Housing starts meanwhile, fell
less than forecast by 0.3% y/y (Jan: +6.6% y/y).

China PMlIs beat expectations, with the services sector at a 12-year high

e  China’s rapid economic recovery remained robust in March, as highlighted by
the business sentiment in the services and construction sectors hitting a 12-
year high and suggesting that the economy is gaining traction. The official non-
manufacturing PMI unexpectedly rose to 58.2 in March (Feb: 56.3), while the
manufacturing PMI came above consensus forecast but eased to 51.9 (Feb:
52.6). As it is, the pick-up in the services sector reflects the local government’s
efforts to promote consumption and household’s willingness to spend and
travel. Warmer weather also boosted construction activities during the month.

Growth in Hong Kong retail sales doubled consensus forecast

e HongKong’s retail sales jumped more than expected by +31.3% y/y in February
(Jan: +6.9% y/y), the fastest pace since February 2010. Sales were boosted by
Lunar New Year spending as well as improved consumer sentiment and a sharp
rebound in visitor arrivals.

House View and Forecasts

FX This Week 1Q-23A 2Q-23 3Q-23 4Q-23
DXY 101-103 103 104 103 102
EUR/USD 1.08-1.10 1.08 1.06 1.06 1.06
GBP/USD 1.22-1.25 1.23 1.21 1.21 1.21
usD/JPY 130-134 133 132 132 131
AUD/USD 0.66-0.68 0.67 0.69 0.70 0.71
USD/MYR 4,38-4.44 4.42 4.36 4.30 4.25
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USD/SGD 1.32-1.34 1.33 1.31 1.29 1.27
Rates, % Current 1Q-23A 2Q-23 3Q-23 4Q-23
Fed 4.75-5.00 4.75-5.00 5.00-5.25 5.00-5.25 5.00-5.25
ECB 3.50 3.50 4.00 4.00 4.00
BOE 4.25 4.25 4.25 4.25 4.25
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
RBA 3.60 3.60 3.85 3.85 3.85
BNM 2.75 2.75 3.00 3.00 3.00

Source: HLBB Global Markets Research

Up Next
Date Events Prior
3-April AU Judo Bank Australia PMI Mfg (Mar F) 48.7
JN Tankan Large Mfg Index (1Q) 7
JN Jibun Bank Japan PMI Mfg (Mar F) 48.6
MA S&P Global Malaysia PMI Mfg (Mar) 48.4
VN S&P Global Vietnam PMI Mfg (Mar) 51.2
AU Melbourne Institute Inflation MoM (Mar) 0.40%
AU Home Loans Value MoM (Feb) -5.30%
AU Building Approvals MoM (Feb) -27.60%
CH Caixin China PMI Mfg (Mar) 51.6
EC S&P Global Eurozone Manufacturing PMI (Mar F) 47.1 Hong Leong Bank Berhad
UK S&P Global/CIPS UK Manufacturing PMI (Mar F) 48.0
SI Purchasing Managers Index (Mar) 50 Fixed Income & Economic Research, Global
US S&P Global US Manufacturing PMI (Mar F) 49.3 Markets
US ISM Manufacturing (Mar) 47.7 Level 8, Hong Leong Tower
4-April AU RBA Cash Rate Target 3.60% 6, Jalan Damanlela
EC PPl YoY (Feb) 15.00% Bukit Damansara
US Factory Orders (Feb) -1.60% 50490 Kuala Lumpur
US JOLTS Job Openings (Feb) 10824k Tel: 603-2081 1221
US Durable Goods Orders (Feb F) -1.0% Fax: 603-2081 8936
US Cap Goods Orders Nondef Ex Air (Feb F) 0.20% HLMarkets@hlbb.hongleong.com.my

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.




